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INTERNAL REVENUE INVESTIGATION 


MONDAY, NOVEMBER 26, 1951 


Hovse or RepreEsENTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE 
INTERNAL REVENUE LAWS OF THE 
ComMMITTEE ON Ways AND MEANS, 
Washington, D.C. 


The subcommittee met at 10:35 a. m., pursuant to call, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee ) 
presiding. 

Present: Representatives King. O’Brien, Curtis, and Byrnes. 

Also present: Representatives Camp, Woodruff, and Mason, mem- 
bers of the Committee on Ways and Means. 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee; Charles S. Lyon, assistant counsel; Donald Schapiro, 
assistant counsel; Howard D. Levine: William Berman; William A. 
Silk: Walter Hoffman: and Charles W. Davis, clerk of the Committee 
on Ways and Means. 

Chairman King. The subcommittee will be in order. 

I am pleased to note the presence of two distinguished members of 
the Ways and Means Committee, Mr. Camp and Mr. Mason; and you 
are certainly welcome, gentlemen, to sit with us. 

Mr. Caudle. 

Will vou be sworn, Mr. Caudle, please ? 

Do you solemnly swear the testimony you are about to give will be 
the truth, the whole truth, and nothing but the truth, so help you 
God? 

Mr. Caupie. Yes, sir. 

Chairman Kine. Be seated, please. 


TESTIMONY OF THERON LAMAR CAUDLE, FORMERLY ASSISTANT 
ATTORNEY GENERAL IN CHARGE OF THE TAX DIVISION OF THE 
DEPARTMENT OF JUSTICE, ACCOMPANIED BY HIS COUNSEL, 
BERNARD J. GALLAGHER, WASHINGTON, D. C. 


Chairman Kine. Mr. Caudle, would you identify yourself for the 
reporter, please; your full name? 
fr. Caupie. My name is Theron Lamar Caudle, former Assistant 
Attorney General in charge of the Tax Division of the Department 
of Justice. Iam a North Carolinian. 
Is there anything further you would like for me to say? 
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Chairman Kine. Very well, Mr. Caudle. 

Counsel, vou m: iv proceed. 

Mr. DeWrnp. Mr. Candle, when were you appointed Assistant 
Attorney General in charge of the Tax Division of the Department of 
Justice? 

Mr. Cavore. You mean of the Tax Division ? 

Mr. DeWinpv. Yes. 

Mr. Caupie. T was transferred from the Criminal Division to the 
Tax Division some time, I believe, in September of 1947. Tam not 
quite positive about the exact date, but it was some time in September 
or ¢ lectober. 

Mr. DeWixp. Prior to your appointment as head of the Tax Divi- 
sion, What had your position been ? 

Mr. Cacpoir. T was Assistant Attorney General in charge of the 
Criminal Division. 

Mr. DeWrtxp. When were you appointed to that position ‘ 

Mr. Cavupie. I think I was confirmed by the Senate some time in 
July of 1945. 

Mr. DeWinp. Prior to being appointed Assistant \ttorney Gren- 
eral in July of 1945, what position had you held ¢ 

Mr. Cavprie. United States attorney for the western district of 
North Carolina. 

Mr. DeWinp. Where does the United States attorney for the west- 
ern district have his office ? 

Mr. Cavoir. The headquarters is in Asheville, N.C. 

Mr. DeWinp. Is that where you maintained your principal office 
as United States attorney ¢ 

Mr. Cavoie. That was the place where T maintained my headquar- 
ters, the headquarters office: ves, and it is still the headquarters office 
there, 

Mr ly WHUINp. Mr. Caudle, when were you appointed United States 
itterney for the western distriet of North Carolina ? 

Mr. Caconue. IT think TI was nominated by Mr. Roosevelt in 1940, 
Mr. DeWind,. and confirmed in that vear of 1940. 

Mr. DeWixp. Before that, Mr. Caudle, had vou held any Govern- 
ment positions ¢ 

Mir. Cavupoue. Before that: no. sir I was solicitor of my county, 
Anson Cou ly, from 1932 until the time [T became United States 


Virg DeWinp I. that an eleetive po tio 4 

Mr. Caupie. No, sir: it was an appointive position by the county 
ommissioners of my county. 

Mr. DeWinp. During the period vou held that position, did you also 
engage private law practice ? 

Mir. Cavour. Yes, sir. 

Mr. D: Wino. When did you first begin your private law practice ? 

Mr. Cavorr. In 1926, with my father, of the law firm of Robinson, 
Caudle & Pruitt. 

Mr. DeWinp. Where did that firm have its office ? 

Mr. Cavpie. In Wadesboro, N. C. 

Chairman Kine. The photographers who have been assigned the 
luties of this committee have always been most cooperative, and I 
must admonish them now to do the hest they Can as expeditiously as 
they can. so as not to disturb the witness, ; 








INTERNAL REVENUE INVESTIGATION Gy? 

Will vou proceed, Mr. Counsel ? 

Mr. DeWinp. You were admitted to the bar of North Carolina, 
then, in about 1926, Mr. Caudle? 

Mr. Caupie. Yes, sir: I think I was admitted to the bar around 
June of 1926, Mr. DeWind. 

Mr. DeWinpo. What was the general nature of your law practice 
from 1926 until 19407 

Mr. Caupie. Well, sir. the law firm of Robinson, Caudle & Pruitt 
was a very prominent law firm in my county, and it had been for a 
long time, and my father and Mr. L. D. Robinson were the senior 
members. and Mr. Robinson had been a former Member of Congress 
back in 1917, and my father had never entered polities, and he was a 
very fine lawyer. And their partner was Mr. Roland S. Pruitt, who 
later became ‘the solicitor of the thirteenth judici ial clistriet, and thev 
were the three men. 

Mr. Robinson, however, had just about retired, and he was the 
president of the Bank of Wadesboro, and my father and Mr. Pruitt 
were really the only two members of the firm, and I was a junior mem- 
ber when T came into the firm in 1926. 

Mr. DeWinp. What type of practice did you engage iné 

Mr. Cavour. Mr. DeWind, it was a general practice. My firm— 
or my father’s firm, 1 would say—had a large general practice in 
the county. They represented the Carolina Power & Light Co.. the 
Winston-Salem Southbound Railway Co.. the Seaboard Air Line 
Railroad Co... the Atlantic Coast Line Railroad Co... the Bank of 
Wadesboro, the county of Anson, the city of Wadesboro, and it was 
just a general country practice. 

Mr. DeWinp. Did you specialize in any particular aspects of the 
practice, or did you engage ina veneral practice ¢ 

Mr. Cavour. Ina general practice, Mr. DeWind. 

Mer. De WiInp. Did that include both evil anil criminal tnatters ¢ 

Mr. Caupie. Yes, sir. 

Nir. De WInp. When were Vou appointed to the COUNT position 
you referred to / 

Mr. Cavonr. TE think it was in 1932 when a special act of the legis 
lature created a general county court. which is one of the inferior 
courts of my State. in my county: and Twas appointed by the COUnLY 
COTRTLISS boners, 

Mr. lt Winp. What were the duties ot that POsitlol! ¢ 

Mr. CAUDLE. It was to prosecute all misdemeanors in the cour tv 
of Anson, and to have preliminary hearings in all felonious matters 
wherein the grand jury had jurisdiction. 

Mr. DeWuLnp. That Is. the trial juris clicti ion was lim ted to miis- 
demeanors / 

Mr. Caupir. Yes, sir. 

Mr. DeWinp. And preliminary hearings on feloni« 

Mr. Caupner. That is right. 

Mr. DeWixp. Did vou conduct that office with a staff or without 
a stall? 

Mr. Cat DLE. Without a staff. I was the only one, 

Mr. DeWixp. Was that a part-time occupation, or a full-time? 

Mr. Cavupnuer. It was a part-time, and we only held court ese 
there about once a week—sometimes for 2 days and sometimes for 3 
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days. Sometimes we had a rather large docket and it would run 
for more than 3 or 4 days; and sometimes we would have jury trials, 
but most of the time the trial was before the judge of the county court, 
and he also was appointed by the county commissioners. 

Mr. DeWinp. The trials you had involved charges of the less 
serious type, and generally did not involve jury trials? 

Mr. Cavpte. That is right, sir. 

Mr. DeWinpv. In your general law practice, Mr. Caudle, did you 
deal with Federal tax matters? 

Mr. Caupie. None whatsoever. 

Mr. DeWinp. So, prior to 1940, you had had no experience in Fed- 
eral tax matters ? 

Mr. Cauptr. No, sir. 

Mr. DeWrnp. Had your experience included considerable experi- 
ence as a criminal lawyer? 

Mr. Cavupte. Yes, sir. When I came into the law firm, it was a very 
busy place, and my father almost put me into the courtroom the mo- 
ment I got out of college, and I was actively engaged in trial work 
all of the time I was associated with my father before he died in 1929. 

Mr. DeWtinv. You are referring to criminal-trial work ? 

Mr. Cavupte. Civil, too. 

Mr. DeWinpv. Did you have an extensive criminal-trial practice? 

Mr. Cavupte. You mean prior to the time I was appointed solicitor 
of the county court ¢ 

Mr. DeWinp. Prior to the time you were appointed United States 
attorney. 

Mr. Caupie. Well, I didn’t have any criminal practice at all, be- 
cause I prosecuted for the county, and I would not accept any crim- 
inal cases out of the district, if Iremember. Although it would have 
been proper, I think, to have appeared in the Federal court, my whole 
time was devoted to prosecuting the criminal laws in my county, and 
then devoting myself to the civil practice which came to my firm. 

Mr. DeWrnp. Your practice had been confined to the criminal side, 
to those misdemeanor cases tried generally before the county judge? 

Mr. Cavupte. That is right, sir. 

Mr. DeWinv. Without a jury. And had you had any Federal prac- 
tice? 

Mr. Cavore. Before I became United States attorney? 

Mr. DeWinp. Yes. 

Mr. Cavpie. I don’t believe, Mr. DeWind, that I had but very few 
cases in the Federal court. We were 54 miles removed from the Fed- 
eral court, and I do not recall that I had more than one or two mat- 
ters there. I probably had some bankruptcy matters in my county 
before the referee, but I cannot recall anything else of any importance, 

Mr. DeWrnxp. Had you had an extensive civil-trial practice in the 
State courts? 

Mr. Cavupie. Yes, sir. 

Mr. DeWrnp. In what courts? 

Mr. Cavpie. In the superior court. 

Mr. DeWrnp. What is your superior court in North Carolina? Is 
that the court of original jurisdiction ? 

Mr. Cavupte. Yes, sir. 

Mr. DeWrnp. In all civil trials? 
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Mr. Caupte. That is right, sir. I tried civil cases in most all of the 
counties surrounding me, surrounding my county, within a radius of 
50 miles, both in South Carolina and in North Carolina. 

Mr. DeWixv. Was your practice primarily a trial practice or a 
nontrial type of law practice ¢ 

Mr. Cavupie. It was both. It was a country practice, Mr. DeWind. 
You almost had to do everything you are called upon to do, and 
sometimes you were before a justice of the peace, and in some minor 
matter; and then again, you were in the superior court; and then 
again, it was just a general country practice. The county only had 
a population of around, I think, around 30,000 people. The little 
town I lived in was about 3,500 or 4,000 people. 

Mr. DeWrixp. You were appointed United States attorney in 1940, 
and as United States attorney did you then begin to engage in active 
trial practice, criminal trial practice, in the Federal courts ¢ 

Mr. Caupir. Yes, sir. L began to take the office over, and began 
the trial of all of the civil and criminal cases that came to the oflice. 

Mr. DeWinp. Did that include Federal tax matters / 

Mr. Cavupte, None whatever. We never had, or we never tried 
any Federal tax matters, because those matters would be brought in 
the district the collector resided in, and that was in the middle dis- 
trict, and I cannot ever recall a single tax matter that came to the 
United States attorney's office in the western district while I was in 
there, for 5 years. 

Mr. DeWinp. While you were there, what was the principal type 
of Federal crime that came before your office ¢ 

Mr. Caupie. Well, sir, it was a pretty varied thing, counterfeiting, 
some kidnaping cases, but the great majority of them were the illicit 
operations of distilleries, and it seemed to be a pretty popular thing 
in the district to have these: we were after these distilleries all of the 
time, and I think one time we checked up on the statistics, and I think 
about S50 percent of our cases involved the illicit operation of un- 
licensed distilleries in the district somewhere. 

Mr. DeWinxp. Those cases generally involved a criminal trial be- 
fore a jury / 

Mr. Caupie. Oh, ves: it would be if there was a contest, but they 
usually pled guilty when they were caught; and we had a good many 
contests, however. 

Mr. DeWinp. You conducted the trials of those cases vourself ¢ 

Mr. Caupze. I did, with my two assistants. 

Mr. Chairman, are we permitted to smoke a cigarette as we go 
along / 

Chairman Kine. You certainly may, Mr. Caudle. 

Mr. Cavupie. Thank you, sir. 

Mr. DeWixp. During that period, from 1940 until 1946, that was / 

Mr. Cavupte. I think so—I45, 

Mr. DeWinp. In that period, did you have a large number of OPA 
violation cases ¢ 

Mr. Caupie. Yes, sir; there were a pretty good number, Mr. De- 
Wind. We had a large number of OPA violations, if I recall cor- 
rectly. 

Mr. DeWinp. Were many of those prosecuted ? 

Mr. Caupue. Yes, sir; I will tell you, the district was a long district, 
around 350 miles, and we had, I think, a population of over 1 million 
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in the district, and it was just necessary to have someone appointed 
by the Attorney General as a special assistant to handle the OPA cases 
and travel; and, consequently, we did have one of the attorneys, I 
think there were either one or two, who I got authority for to handle 
OPA cases in the Federal courts. 

Mr. DeWinv. Did vou handle the cases, too, yourself ? 

Mr. Caupie. Some of them I did, but most of them T handled by my 
assistants, and the OPA attorney. 

Mr. DeWtnxv. So you did not personally engage in the trial of many 
of the OPA cases? 

Mr. Caupie. Not many. My work was to keep up with the heavy 
civil load, and we had a tremendous amount of condemnation in my 
distriet, which I did most of the work in, my secretaries and I. 

Mr. DeWinxp. You would say most of your experience was on the 
civil side? 

Mr. Caupir. Yes, sir: well, both. I know that T went to every 
criminal court that we had, and we had five divisions there. They 
were arbitrary divisions set up to divide the district according to the 
convenience of witnesses and people, and the courts were held in these 
divisions every year. But all of the time court was going on some- 
where in the district. either I or one of my assistants would appear 
before the district judge at some place. 

Mr. DeWinp. Did you personally decide in each case which OPA 
violation case would be presented to the grand jury ¢ 

Mr. Cavpur. No, sir. 

Mr. DeWixp. Who made those decisions / 

Mr. Cavupie. My two assistants had the same authority T had, my 
two assistants did. 

Mr. DeWinp. You did not pass, in any case, upon whether an OPA 
case would be presented to the grand jury or not ? 

Mr. Cavupie. No, sir: it would all depend upon whether or not the 
OPA attorney would present it to me, or whether or not it would be 
presented to my assistants. They had the same authority that I did, 
and IT mean they had authority 

Mr. DeWinp. You did not participate in OPA violation cases? 

Mr. Cavpie. I did in some, but IT would say not in all of them, Mr, 
DeWind, as best I can recollect. 

Mr. DeWtxp. Can you recall how many you did participate in? 

Mr. Caupie. No, sir; it sure would be hard to say. 

Mr. DeWinp. Well, would it be three or four ¢ 

Mr. Caupie. It would be more than that. 

Mr. DeWinxp. Many more than that? 

Mr. Caupie. T think se, sir: yes, sir. That is a way back during 
the war, and I just can't recollect it. 

Mr. DeWinxp. Would it be 15 or 20? 

Mr. Cavpie. I just wouldn't guess on that. 

Mr. DeWinp. Are you referring to the cases you tried yourself ? 

Mr. Cavupte. No, sir: I am referring to the cases that we all tried, 
and you see, we would be in the courtroom, going out and coming in, 
allofthe time. At one time we would have a grand jury in the place, 
and one of the assistants would have to handle the grand jury: and 
then me and the other assistant would be in the courtroom trying the 


cases, 
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Mr. DeWinxp. Do T understand that you delegated, for the most 
part, decisions on W hether or not to prosecute OVA cases, to your as- 
sistants / 

Mr. Cavpoie. IT don’t say that I delegated it, but T say all three of 
us were working together, and we were trving to move along the prog 
ress of the office and the work of the office. 

Mr. 1) Winn. When it cametoa question of a decision as to whether 
or not to present a particular OPA case to the grand jury, who mace 
that dectsion 4 

Mr. Cavoie. Either one of my assistants could make that decision, 
or Leould make it. 

Mr. DeWinp. In fact, who made it / 

Mr. Cavcorr. Mr. DeWind. to whoever the case was presented, if he 
decided there was a case that should be presented to a grand jury, 
whi. then he would authorize the arrest, and in dure time the bill of 
Snclic Troe would he drawn. anal thr citse would be tried, 

Mr. DeWinn. Did he get approval from vou 4 

Mr. Caupis No, 11 ; he would not have to vel approval from me, 
sir. 

Mr. DeWinxp. So. in the vast bulk of the cases. then, the decision as 
to whether or not to prosecute was one that vou did not participate in ¢ 

Mr. Cavour. | would not say the vast number of cases, because the 
F BL would continuously call me on the telephone and give me state- 
ments about eases, or would call my assistants, a case in that jurisdic- 
tion. OPA cases were presented to the assistant who was then there. 
And we had an office in Charlotte, and Mr. W. M. Nicholson was in 
charge of that: and there was an office in Asheville, that was the head- 
quarters, that Mr MceKinnie. who ts how dlead, Was in charge of. 
And then T would move from one office to the other, to cooperate with 
Th two assistants to further along ana keep the office going. 

Mr. Di WIUNp. i the Mr. W. M. Nicholson to whom you refer, the 
member of the firm of Nicholson & Caudle 4 

Mr. Cavnur. It is not a firm. They are in the same oflice, but they 
do not have a partnership. as T understand it, but he is the same 
one: yes, Sir. 

Mr. DeWrnn. Tle was one of vour assistants 

Mr. Cavonr. Yes, sir: he was mv first assistant. 

Mr. DeWinp. Well, were vou a partner of Mr, Nicholson in private 
law practice ¢ 

Mr. Caupie. Just fora littl while, Mr. DeWind. T don’t remember 
when it was, and IT know that he and [I talked it over, and we would 
form a partnership just for the civil business in the State courts, 
and we did form a partnership sometime in L44 or early 1945. 

Mr. Di WINp. How lone licl the firm continue ¢ 

Mr. Cavupie. The firm continued until T became Assistant Attorney 
General, ana We were so buss in our Federal work that we didn’t 
hardly have time to devote much to it. if T remember correctly, sir. 

Mr. Dy WiuInp. Were there other members of the firm beside you 
and Mr. Nicholson ¢ 

Mr. Cavpir. No. sir: there was no one else. 

Mr. DeWtnp. Were there any other lawyers in the office there? 

Mr. Cavour. No, sir. 

Mr. DeWrxp. Did vou maintain offices ¢ 








926 INTERNAL REVENUE INVESTIGATION 


Mr. Caupue. Yes, sir; we established an office in Charlotte, in the 
Johnson Building. 

Mr. DeWinp. You had the two partners, and a secretary; was 
that it? 

Mr. Cavupie. We had a secretary there, yes, sir; and I brought up 
my office that I had in Wadesboro, and I brought up all of my libr: ary 
and all of my fixtures and things. 

Mr. DeWrnp. I want to get ‘something straight. I understood you 
to say that the bulk of the OPA cases were tried by your assistants? 

Mr. Cavptr. No, sir, Mr. DeWind. They tried some of the cases, 
but I do know that they had an OPA attorney: one was Mr. Ralph 
Kidd and one was a Mr. Raper, Mr. Paul Raper, and I think he is 
dead now, and they worked on these cases and worked on them hard, 
and they tried them. 

Mr. DeWinp. Your office did not participate in the trial of them 
at all? 

Mr. Cavupir. It was under the supervision of the United States 
attorney’s office, Mr. DeWind, but to tell you how many cases were 
brought, I declare to you, I just don’t know, sir. 

Mr. DeWinp. Who supervised the cases / 

Mr. Caupte. Well, I know that I did not have conferences in all 
of the cases; I know that, and I know that whenever a case was pre- 
sented to me, I would have a conference on it, but it was between the 
two assistants and the OPA attorneys who came that way, to present 
the facts to them for prosecution. 

Mr. DeWrnp. So, for the most part, you had nothing to do with 
the OPA cases? 

Mr. Caupte. Well, I had something to do with them, Mr. DeWind, 
but how much, I can’t remember so far back, to save my life. 

Mr. DeWinp. Well, it is quite clear that for the most part, you 
had nothing to do with them. 

Mr. Cavpie. Oh, no, I haven't said that; I sure did. I was re- 
sponsible for all of them. 

Mr. DeWrnp. I understand your ultimate responsibility, but I was 
trying to get at your actual activ ity. 

‘Mr. Cavoie. Mr. DeWind, I declare, I just can’t tell you how many 
OPA cases I participated in, and I just don’t know, or how many 
my assistants participated in, and I just don’t know. But the record 
would speak for itself. 

Mr. DeWrnpv. But did anyone ever bring to your attention any 
complaints concerning the manner in which OPA cases were being 
prosecuted i in your district ? 

Mr. Cavpie. Yes, sir; they brought a lot of complaints, sir. 

Mr. DeWine. Who did? 

Mr. Cavupte. The OPA attorneys did; brought them to me and to 
my assistants. 

‘Mr. DeWinp. What was the nature of the complaints? 

Mr. Cavupie. Well, there would be violations of some type or other. 

Mr. DeWrnp. Oh, no. Did anybody ever complain to you about 
the manner in which OPA cases were being prosecuted or not prose- 
cuted ¢ 

Mr. Cavpie. No, sir: T don’t believe anyone complained to me 
about the manner, because we cooperated with them the best we 
knew how. 
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Mr. DeWinv. Did you ever hear of any complaint from any Gov- 
ernment source concerning the manner in which OPA cases were being 
prosecuted ¢ 

Mr. Caupitx. Mr. DeWind, I don’t know, I can’t remember, and I 
just don’t recollect. If you know of any, I wish you would mention 
it to me. 

Mr. DeWtnv. Who investigated the OPA cases? 

Mr. Cavupie. They had their own investigators. 

Mr. DeWinp. And were those investigators in Asheville? 

Mr. Cavupte. Oh, no, sir; they were scattered all over the district, 
and I think their headquarters were down in Charlotte, but they were 
scattered everywhere. 

Mr. DeWinv. Did the FBI have anything to do with OPA in- 
vestigations ¢ 

Mr. Caupie. None whatever, that I know of, and they had no juris- 
diction in that field. 

Mr. DeWrNb. You are quite sure that no complaint concerning 
the manner in which your office was handling OPA cases was ever 
brought to your attention ¢ 

Mr. Caupte. I didn’t understand your question. 

Mr. DeWinxv. You are quite sure that no complaint concerning 
the handling of OPA cases by your office was ever brought to your 
attention ¢ 

Mr. Caupte. You mean complaints by the OPA against my office ¢ 

Mr. DeWrNp. Complaints by anybody about lack of prosec ution, 
or improper handling of the cases, or anything / 

Mr. Cavupte. I don’t remember anybody saying anything about a 
case being improperly handled. 

Mr. DeWinxp. What do you remember about the matter? 

Mr. Caupie. T remember one case down there, Mr. DeWind. It 
is a long time ago, and it involved Mr. T, C. Cox in my county. He 
was a lumberman down there, sir. 

Mr. DeWinv. You were going to say some more about the Cox 
case ¢ 

Mr. Caupte. 1 would be glad to tell you about it if vou want me 
to, sir. 

Mr. DeWinp. I said, “What sort of complaints did you ever hear 
about,” and you mentioned the Cox case, and was that a case in which 
you received a comph Lint ¢ 

Mr. Caupte. Yes, sir; I did. It has been so long ago. I will try 
my best to see if I can remember. 

Mr. DeWinxp. Perhaps we can work it out. Who complained 
to vou about the case ? 

Mr. Caupte. Well, now, I do remember that some attorneys from 
Atlanta came up to see me about Mr. Cox. 

Mr. DeWinv. Were these Mr. Cox’s attorneys? 

Mr. Caupte. Oh, no. They were OPA attorneys. 

Mr. DeWinp. And did they register some complaint about the way 
the case was being conduc ted? 

Mr. Caupie. They registered complaints against Mr. Cox. 

Mr. DeWrnp. You underst: and what my question is getting at: 
Whether you ever had any complaints brought to your attention con- 
cerning the manner in which OPA cases were being handled in your 
district. 
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Mr. Cavour. Mr. DeWind, I tell you I do not reeall of an instance ; 
I cannot recollect an instance, and I don’t remember an instance. If 
you have any information about any, | would like for you to tell me 
what they were, as it Hiiay refresh my recollection. 1 dont know, 
sir. 

Mr. DeWinxp. For the moment, you have no recollection of any . 
diffic 7 es concerning OPA cases in your district there / 

Mr. Cavour. I don’t think so, sir. 

Mr. G ALLAGHER. Mr. DeWind, may I ask something here? It seems 
to me that there is some confusion on the part of Mr. Caudle. Are 
you asking him whether anybody complained about the conduct of 
his office in the prosecution of OPA cases? 

Mr. DeWinp. What I was asking was whether anybody had ever 
complained about the manner in which OPA cases were being han- 
dled; that is, the criminal-prosecution aspects of OPA cases. 

Mr. Gatnacuer. It just seems to me that that question might include 
handling by OPA, you see. 

Mr. DeWinp. 1 am asking whether he ever heard of any com 
plaints. Mr. Caudle said that he had over-all responsibility for the 
conduct of OPA prosecutions, and now L wonder whether any com. 
plaints had ever been brought to his attention regarding the over-all 
prosecution of OPA cases. 

Mr. Gauiacuer. By his office 

Mr. DeWinn. By anybody. 

Mr. Byrnes. At this point, I wonder if the gentleman with Mr. 
Caudle could be identified for the record, and the purpose of his 
appearance with Mr. Caudle? 

Mr. GALLAGHER. My name, sir, is Bernard Gallagher, and I am a 
Washington attorney, representing Mr. Caudle. 

Mr. Caupte. Mr. DeWind, I wish you would please tell me what- 
ever case you have in mind, I just can’t recollect any. 

Mr. DeWinp. 1 don’t know that I have any particular case in 
mind. J am just inquiring as to whether you ever had any complaints 
reach you concerning the. manner in which OPA prosecutions were 
being conducted in your district. 

Mr. Cavpie. I do not recollect, Mr. DeWind, any complaints made 
to me, or to any of my assistants, about my oflice, and it looks like, 
to me, the best I can remember is that we cooperated in every way 
possible with the OPA attorneys. 

Mr. DeWinv. Well, did you ever receive any complaints about the 
way the OP A attorneys were handling the cases ? 

Mr. ¢ ‘~upLe. No, sir: I don’t recollect any. 

Mr. DeWinp. Then your recollection is that there were never any 
compl: tints about anyone involved in the OPA prosee utions / 

Mr. Caupte. There may have been some, Mr. DeWind, but I don’t 
recollect it, and we sure cooperated together the best we knew how. 

Mr. DeWinxp. Well, did you ever receive any complaints in any 
~pecific case where the case was not prosecuted ? 

Mr. Cacpie. Oh, yes. 

Mr. DeWinp. I mean, a complaint regarding the failure to prose- 
cute it. 

Mr. Caupte. I remember one time, Mr. DeWind, that Mr. Frank 
N. Littlejohn and an FBI agent by the name of Mr. Freeman came 
to my office. 
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Mr. DeWinp. Mr. who? 

Mr. Caupte. Mr. Freeman, and I think he was FBI Agent Freeman. 

Mr. DeWinxv. How do you spell that ¢ 

Mr. Caupte. I -r-e-e-m-a-n. 

Mr. DeWinpv. And you say Mr. Frank Littlejohn / 

Mr. Caupie. I think so; yes, sir. 

Mr. DeWinv. You say they came to your office 

Mr. Caupte. Yes, sir. 

Mr. DeWinp. What was that about / 

Mr. Caupie. The complaint was made that some stamps in the 
Commercial National Bank had been stolen. 

Mr. DeWixp. These are OPA stamps? 

Mr. Caupie. Yes, sir; OPA stamps. And, you see, at that time 
the stamps were in the banks, and it used to be that the banks would 
destroy the stamps, but then they changed it where the stamps would 
be collected and sent down to Atlanta. and they were destroved down 
in Atlanta after they were deposited. 

Mr. DeWixp. You say Mr. Littlejohn and Mr. Freeman came to 
see you about a particular case, and who is Mr. Littlejohn ¢ 

Mr. Caupier. Mr. Littlejohn was then chief of detectives, and he 
is now chief of police of Charlotte. 

Mr. DeWinp. Chief of what / 

Mr. Cvcpbr. ¢ hief of police of the city of Charlotte . and I think 
he was then chief of detectives, and TL dont know, sir. 

Mr. DeWinp. Now, did this visit concern a complaint on their part 
about failure to prosecute an OPA case 4 

Mr. CAUDLE. No, sirtit Was not a complaint of a failure to prose- 
cute, if | relict mbes 

Mr. Littlejoln came over with the agent. and he wanted to 
I would authorize the FDL to investigate the case, 

Mr. DeWinp. Was that a deetsion tht you had to make, Mr. 
Caudle? 

Mr. Cacprue. Well, that was a decision that IT tried to make. 

Mr. DeWinp. Well, now, this was a question of the FBI invest 
gating an OPA case: is that right ¢ 

Mr. Caupte. Yes, sir. 

Mr. DeWinp. Well, did the FBI have jurisdiction to do that / 

Mr. Caupir. No, sir. 

Mr. DeWinp. Was the purpose of their visit to ask vou to authorize 
the KE] fo uvestivgate this particular cause / 

Mr. Caupie. | think so: ves, sir. 

Mr. DeWinp. They asked you to do that 4 

Mr. Caupne. Yes, sir. 

Mr. DeWinp. What did vou do? 

Mr. CAUDLE. If I remember and if lias been a lone time avo, Mor. 
DeWind—I told them that Tthought the FBI did not have any juris 
cdietion to investigate a case of that type, and that I would call the 
Department of Justice to be sure, and see whether or not it would 
pernut the FBI to investigate. And I remember T did call the De 
partment of Justice that very day, and [talked to Mr. Hugh Fisher, 
who Is how dlead, ana he Was a I irst Assistant then, and then Mr. 
Fisher sid that he would refer Ine to Judge Healter, ane Jidee 
Healter is still living, and he is in the Department oft Justice: anil 
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Judge Healter told me over the phone that the FBI had no jurisdic- 
tion in a case of that type, and I should not authorize it to be done. 

And later on, the special agent in charge, Mr. Edward Smith, told 
me had he been in town—and now I am just going along with the best 
recollection I can—that had he known about it, the matter would not 
have been presented to me, because his office did not have any juris- 
diction in the case. 

Mr. Curtis. May I ask a question about that ? 

You say this was in reference to some ration stamps that were 
stolen / 

Mr. Cavpue. Allegedly stolen, Mr. Curtis, ves, from some bank 
there in town. 

Mr. Curtis. Was it a national bank / 

Mr. Cavupie. It was a commercial bank. I don’t know whether it 
is a national bank or not, and whether it is the Commercial National 
Bank or Commercial Bank, I don’t know sir. 

I do know this: that all of this was brought out before the Judiciary 
Committee when I was confirmed, and the Judiciary Committee had 
gone into it thoroughly about this matter when I was up for con- 
firmation as Assistant Attorney General. 

Mr. Curris. As a matter of fact, the FBI would have jurisdiction 
to investigate a theft of anything in a national bank; would it not? 

Mr. Cavpie. Mr. Curtis, it would seem so, but the Department of 
Justice advised me to the contrary, and the special agent in charge 
later told me—Mr. Edward Shick—that he had no jurisdiction to 
investigate a matter of that kind, because it was an OPA matter 
entirely. ‘ 

Mr. Curtis. They had already investigated when they came to you? 

Mr. Cavupie. Not that I know of. The OPA had investigated, as 
far as I understand, but that is only hearsay, because I really don’t 
remember. 

Mr. Curtis. Why were you opposed to having the FBI investigate ? 

Mr. Cavupte. Sir? 

Mr. Curtis. Why were you opposed to having the FBI investigate ? 

Mr. Cavpie. I would not have been opposed to it if they had 
jurisdiction to go into it, and I called the Department of Justice and 
laid the facts before them—the complaint brought to me—and I was 
told that they did not have any jurisdiction, and that the FBI had 
no jurisdiction in the case at all. 

Mr. Curris. Any evidence that they would have obtained would 
not have been rendered inadmissible by reason of their activities; is 
that not right ¢ 

Mr. Caupte. Well, sir; I think any investigative agency who had 
found any evidence of admissibility that was bearing on the ques- 
tion of guilt, that if we ever got ahold of that evidence it would be 
competent, whoever had it. But it wasa question of who was going to 
investigate the thing, or who was going to investigate the case. 

Mr. DeWrxp. Mr. Caudle, was the compl: Lint made to you by Mr. 
Freeman and Mr. Littlejohn that the OPA investigation had been 
inadequate ¢ 

Mr. Cavupte. I just don’t recollect, Mr. DeWind, whether it was or 
not. and it has been so long ago. 

Mr. DeWinp. What was their purpose in coming to you? 
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Mr. Cavupte. I know that they came to me, sir, and I know that they 
asked would I prea 5 + the FBI or would I instruct the FBI to do 
it. And I told them I doubted seriously if the FBI had jurisdiction 
in a matter of that type, but I would call the Department of Justice. 
which I did do. 

Mr. DeWinp. Now, after you told them that the FBI would not 
be permitted to make the investigation, did you undertake to see that 
the investigation of the case was complete / 

Mr. Caupte. Yes, sir. 

Mr. DeWinxp. What did you do about the case / 

Mr. Caupte. I called up the OPA about the matter. 1 forget who 
I talked with down there—I wanted to find the facts; and you under 
stand, now, I can’t be certain—but I think there was a Mr. Parish of 
the OPA who investigated the case. 

Mr. DeWrxp. Had he made an investigation when you called him, 
prior to your making the call 4 

Mr. Caupte. Mr. DeWind, I don’t remember. 

Mr. DeWrnxp. What did you do: just tell Mr. Parish to look into 
the matter / 

Mr. Caupie. I just don’t remember whether I talked to Mr. Par- 
rish or talked to one of the OPA attorneys, and I just can’t remember 
that far back. 

Mr. DeWinp. Did this complaint in any way involve a person who 
was a friend of yours? 

Mr. Caupur. Yes, sir, it did. He was a friend of mine, not an 
intimate friend of mine but a gentleman whom I knew. 

Mr. DeWinpb. Did vou so inform Mr. Freeman or Mr. Littlejohn ? 

Mr. Cavpie. IT think, Mr. DeWind, the FBI would certainly have 
a record of it. To the best of my recollection, after I was told by the 
Department of Justice in Washington that the FBI would have no 
jurisdiction in it, that T called up the Bureau, the FBI there in Char 
lotte. and told them of what I had been told over the telephone by 
Mr. Healter. 

Mr. DeWinp. Did you urge them to make a thorough investigation ¢ 

Mr. Caupte. Did | urge who? 

Mr. DeWinp. The OPA. 

Mr. Caupte. I sure did, and I wanted to find out the truth about 
the thing, whether or not there was anything to it; I sure did, sir 
That is in every case. 

Mr. DeW Np. Do you recall, were Mr. Freeman and Mr. Littlejohn 
complaining about lack of investigation in the case ¢ 

Mr. Cavupie. I declare, Mr. DeWind. I don’t know, sir, and I can’t 
remember back that far, and I know they wanted to see if the FBI 
had authority to do it, and I remember that I did what IT could to 
assist the gentlemen. And the Department of Justice told me that 
the FBI had no jurisdiction in the matter. 

Mr. DeWinp. Did you ever discuss the case with your friend who 
was involved ¢ 

Mr. Caupte. I don’t believe I ever did. 

Mr. DeWrnp. Well, are you sure, one way or the other, Mr. Caudle ?¢ 

Mr. Caupte. No, sir; Iam not sure, but I don’t believe I ever did. 

Mr. DeWinp. What would your practice have been in a situation 
like that? Would you have felt free to discuss it with your friend, 
or would you not ¢ 
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Mr. Caupie. No. sir: TI would have done what I could to find out 
what the facts were, and L had friends all over the district, and I 
wouldn't have hesitated to prosecute my friends no more than anyone 
else whom IT didn’t know, if he did any wrong. 

Mr. DeWexp. [ wasn’t saving that in any way, and [ merely tried 
to find out how you handled this complait. 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. If it was a complaint that Freeman and Littlejohn 
were making to vou about the investigation of the case, did that involve 
a friend of yours, and I wanted to find out how vou would handle 
the case. . 

Mr. Cavour. T know one thing, Mr. DeWind; T persistently fol- 
lowed the thing and tried to find out the truth about it. 

Mir. DeWinp. You followed it personally f 

Mr. CAaup.r. Yes, sir: I followed it personally, ane talked to niv 
assistants about it. and IT don’t know who it was in the OPA that I 
talked to about it. but T wanted to find the truth out about the thing. 
And the OPA never did present a case to me on the question, ut all. 

Mr. DeWinp. | beg your pardon / 

Mr. Caupte. The OPA never did present a question to me upon 
the thing. at all. 

Mr. DeWinp. Was Mr. Nicholson the assistant vou assigned to 
consider the case 4 

Mr. Caupie. L do not know whether or not Mr. Nicholson was, 
or Mr. MeKinnie. but [T have got a vague recollection we discussed it. 

Mr. DeWrxp. Did you disqualify vourself in any way from han- 
dling the case ¢ 

Mr. Caupie. Well, there was nothing to disqualify myself in the 
mutter, because it never became miy question, but [ sure clid try to 
find out the truth about it. 

Mr. DeWinp. In what manner, in addition to turning it over to 
the OPA? 

Mr. Cacpone. Yes. sir: because T understand the OPA had been in- 
vestigating the case, and it is so long ago, and L just ean’t recollect 
everything, but T do know that T remember this: Later, my brother, 
Charles Caudle, become the enforcement OPA attorney, and | talked 
to him about it, and T told him to go down and talk to Mr. Littlejohn 
and find out what information he could about the case. 

Mr. DeWinp. You say this was your brother / 

Mr. Caupir. Yes. sir. He later became the enforcement attorney 
for the district: ves, sir. 

Mr. DeWinp. Was he a friend of this same person ? 

Mr. Cacpie. He knew him just as a casual friend: that is all. 

But LE want to tell you now, Mr. DeWind, I don’t want the impres- 
sion to get out in here that I pulled any punches in that thing, be- 
cause T have been trying to find out the truth about it. 

Mr. DeWrnxp. ‘That is all we are trying to find. 

Mr. Cavcpie. T have been trying to find the truth, and if my brother 
is tn town, he knows more about the case. He told me that he went 
down and talked to Mr. Littlejohn about the case. 

Mr. DreWinxp. What was the name of the person involved in the 
OPA cnse ¢ 

Mr. Cavone. Mr. Keith M. Beaty. 
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‘There was a bitter feud down there between Mr. Littleyohn and Mr. 
Beaty, a very bitter feud, and all these years it hasn't slacked up vet, 
either. 

I want you to know, Mr. DeWind, that everything you have brought 
out here, this whole question, was gone into by the Judiciary Com- 
mittee When | was contirmed, if I remember correctly, I didn’t shirk 
any duty. LT did my best to enforce the law. 

Mr. DeWinp. Well, Mr. Caudle, do you recall at any time giving a 
statement to the F BE concerning allegations of misconduct in vour 
oflice / 

Mr. Caupie. Of misconduct in my office 4 

Mr. DeWinp. Yes: misconduct in the operations of your office. 

Mr. Caupie. On the part of who? Do you know ¢ 

Mr. DeWInp. In the handling of cases in the office. 

Mr. Cavoie. Do you mean that T informed the BL about the mis- 
conduct of someone in Hn ollice, about the mishandling of cases? 

Mr. DeWixp. Well. did you give the FBI any statement concern- 
ing allegations of misconduct in your office ¢ 

Mr. Cavupir. I dont recollect that [ did. | can’t remember that I 
did. 1 just don't know. 

Mr. DeWinp. Well, does it refresh your recollection if T ask you 
to consider the time shortly before you were appointed Assistant At- 
torney General in charge of the Criminal Division, and ask you 
whether the FL brought to your attention some allegations concern- 
ing misconduct in your office and you gave them a statement about it ? 

Mr. Cavpnie. No, sir. Misconduct on my part? Or somebody else’s 
art ¢ 

Mr. De Winn. Concerning the conduct of the ollice of which vou 
were the head. 

Mr. Caupie. No, sir. I don't recollect it. I certainly don’t recol- 
lect it. 

Mr. DeWinp. Well, do you recall giving any statement, a rather 
lengthy written statement, to the FBI, at about that time / 

Mr. Caupute. Oh, ves. You mean on my contirmation ¢ 

Mr. DeWinp. I don’t know whether it was on your confirmation or 
not. You know. we con't have access to that matter. 

Mr. Cavupnr. Oh, T think | know what you are talking about: ves. 
sir. You mean about me giving a lengthy statement / 

I remenber, Mr. DeWind, that when [T was nominated for this 
position as Assistant Attorney General, there was rumors about me 
In certain cases in my district, and [remember that when L got hold 
of the rumors, which I found that Mr. Littlejohn had started against 
me, | gave the FBI a written statement in detail about every =ingle 
thing, every single thing. 

Mr. DeWinp. Did this matter involve the OPA case, Mr. Beaty’s 
( PA Cnse, that vou turned over to vour brot her? 

Mr. Caupir. T never turned over anything to my brother, you un 
derstand. He became an enforcement attorney, and he was down in 
the OPA Division. It was not in my office. 

Mr. DeWrtnp. Well. ] understood you asked him to look into that 
particnlar case, 

Mr. Cr bik. | sure «d ad. | certainly cid. | told him to confer with 
Nir Littlejohn about it. 
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Mr. DeWinpv. Did you feel at the time it might be better in view 
of your friendship for Mr. Beaty to have somebody else investigate 
the case / 

Mr. Caupte. No, sir. I will tell you one thing about it. If Mr. 

Beaty had been guilty, I wouldn’t have hesitated one whit to send the 
case to the nak jury. 
Mr. DeW inp. i am not raising that issue. I am raising the ques- 
tion of whether it would have been wiser, everything considered, to 
have somebody outside of your immediate family investigate that 
case. 
Mr. Cavupie. Well, Mr. DeWind, it just happened that my brother 
and I were not law partners. We had not been law partners. The 
young man had been appointed enforcement attorney for the OPA, 
and [ know I told him to please find out the facts about it; and he 
told me that he did and he couldn’t find out where the man had done 
any wrong, to the best of my recollection. 

Mr. DeWinp. You felt that that result, whatever its value on the 
merits, Was not impaired in any way by the relationships involved / 

Mr. Cavupie. Will you repeat your question, please, sir? 

Mr. DeWinp. Do you feel that the failure to develop a case there, 
whatever may have been the merits of the situation—that decision 
that there was no OPA violation was not impaired by any of the 
relationships involved ¢ 

Mr. Cavupie. No, sir, I don’t think so at all. 

Mr. DeWinv. Well, now, you said that Mr. Nicholson was your 
law partner, 

Mr. Caupie. Yes, sir. 

Mr. DeWrixv. And Mr. Charles Caudle, your brother, 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. Did anybody else have anything to do with the 
investigation of that case ¢ 

Mr. Caupie. No, sir. I don't know, sir. It was purely an OPA 
matter. We had nothing in our office on the matter. There was no 
file in my office on the matter. The only thing | knew about it was 
what Mr. Littlejohn and Mr. Freeman told me. And I just don’t 
know anything else, sir. I know that I tried to find the facts, and I 
know I wouldn't pull a punch for a friend for nobody. We couldn't 
get the facts. I will tell you. Here is what Mr. Littlejohn, if I can 
recollect—he said that Mr. Beaty was doing business with a com- 
mercial bank there, the Commercial Bank of Charlotte. 

Mr. DeWinp. Are you now talking about the nature of the charge / 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. I don’t think we should go into the nature of the 
charge. 

Mr. Cavupie. I don’t think so, in fairness to him, because I think 
he is an innocent man. 

Mr. DeWinp. All right. But I don’t think we can determine that 
here. 

Mr. Cavupie. No, sir. I know one thing. I sure did try to find 
out all I could about the matter. I tried my best to. I had a lot of 
versonal friends in the district who were in trouble, but when they 
had the facts against them, there is no one in that district who ean 
say I didn’t send them to the grand jury to prosecute. 
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Mr. DeWinpv. You said you had a lot of friends in your district 
that you prosecuted, 

Mr. Caupie. Yes, sir, I sure did. 

Mr. DeWinp. In cases of that kind, you did not disqualify your- 
self ¢ 

Mr. Caupie. No, sir. If I felt like that IT had any dealing with 
anybody or had had some business relations with them, or some- 
thing, I wouldn't hesitate to disqualify myself. But I have tried a 
lot of cases that were embarrassing for me to try. I tried them 
hard, and won them. 

Mr. DeWinv. Now, do you remember giving the FBI a statement 
concerning allegations made of your associations with Keith Beaty / 

Mr. Caupte. Yes, sir: I sure do. 

Mr. DeWixp. When was that? 

Mr. Caupie. Let me see, Mr. DeWind. It was before I was con- 
firmed. It was before I was confirmed, shortly before I was con- 
firmed. 

Mr. DeWinxv. Was the OPA case still pending at that time? 

Mr. Caupite. What OPA case ? 

Mr. DeWinv. The Beaty OPA case. 

Mr. Caupie. Well, if there was ever a case—— 

Mr. DeWrnp. Well, was the investigation still pending ¢ 

Mr. Caupie. Probably so, sir. T just don’t remember, Mr. DeWind. 
It was over in the OPA cases, and no one sent me any file over, and 
no attorney came to me recommending prosecution. That is what 
I had to go on, sir. 

Mr. DeW1npv. Well, do you recall that at any time while that in- 
vestigation was pending you gave a testimonial concerning Mr. Beaty’s 
character ¢ 

Mr. Caupir. Yes, sir: I believe I do remember. 

Mr. DeWinp. Well, what do you remember about it / 

Mr. Caupie. I got a vague recollection that Mr. Beaty had 
applied for a distributorship, a Blue Ribbon distributorship, down 
there in Charlotte, and some gentleman, a Mr. Swan, or someone, 
came to see me about Mr. Beaty, and I told them as far as I knew the 
man’s character was good, that he had cooperated with the office of 
the district attorney, and that he could go to many places in town 
and find that that was so. And I remember, Mr. DeWind, IT wouldn't 
be surprised if Mr. Beaty didn’t ask me if 1 would not write a letter 
to the Blue Ribbon Distributor Co. that [ had received no complaints 
about him or had no case—whatever it was, I can’t remember. And 
I know that I wrote a factual letter to these people. I certainly did. 

Mr. DeWinp. Well, did you endorse Mr. Beaty as being a person 
above any suspicion ? 

Mr. Caupte. I unquestionably did, ves, sir, to the best of my recol- 
lection. 

Mr. DeWtnp. This was a case that was under investigation at a time 
when your instructions were to determine the facts ¢ 

Mr. Cavuptr. There was no case. 

Mr. DeW inp. Well, there was an investigation under way. 

Mr. Caupte. No, it was a personal inquiry made, a personal in- 
quiry made by the Pabst Blue Ribbon people. 

Mr. DeWinp. Just a minute, though. At the time that inquiry 
was made, Mr. Beaty was under an OPA investigation—is that right— 
that vou had directed to be made / 
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Mr. Cavorr. IT do not know whether he was or not. And I don’t 
remember, Mr. DeWind. the dates about this other thing here. 

Mr. DeWixp. TL understood you to say that the investigation was 
still pending when vou were appointed Assistant Attorney General, 
and this letter to the Pabst Co. was written while vou were United 
States attorney, so that the two must have overlapped : is that right? 

Mr. Cacpie. Mr. DeWind, I just don't remember the dates. It has 
been so far back, I don’t remember. 

When Mr. Freeman came to me and when Mr. Littlejohn came to 
see me. T just cant remember back that far. But 1 do know I made a 
written statement to the FBI about it in detail. IT know that Mr. 
Littlejohn had ditferent suppositions about the thing. He had one, 
and then he later changed it. 

I would like, Mr. DeWind,. while my brother is in town here, so that 
he won't be retlected on and so that T won't be reflected on any more 
than L am—I would like you to call him around before this thing is 
over so that he can give vou his version of the thing. 

Mr. DeWixp. That should be presented to the chairman for his 
approval. 

Mr. Cavupie. I just don’t want any cloud placed on me, Mr. Chair- 
man, about something Twas trying my best to cdo. 

Chairman Kine. We will be pleased to give time to your brother, 
Mr. Caudle. 

Mr. Cavone. I know that he would like to come. too, sir. 

Chairman Kine. Very well. 

Mr. Caupie. Because I think it is proper for him to do se, sir. 

Mr. DeWinxp. Mr. Caudle, in addition to this Beaty matter that we 
have been discusing, was it ever brought to vour attention that any 
agents of the FBI had complained about the lack of prosecution of 
cuses by your ollice / 

Mr. Cavupur. You mean along about this time / 

Mr. DeWinp. No: at the time while vou were United States at- 
torney. 

Mr. Caupie. I don’t know, sir, because I will tell you one thing 
about it: we prosecuted every case, When we thought we had a case in. 

Mr. DeWinp. That was not the question. T said: Do you reeall any 
compl: — by FBI agents concerning failure to prosecute cases ¢ 

Mr. Cavupie. I dont know, sir. The only thing I can remember 
is: nso named Bud Davis. a fellow named Bud Davis. Ithink. I have 
got a vague recollection about the thing. And I remember that the 
United States marshal, Mr. Charles Price, and the chief deputy mar- 
shal, Mr. Paul Teale—Mr. Charlie Price is now dead: Mr. Teale is 
now living—they brought a complaint to me that OPA had arrested 
some people and put them in jail without permitting them to have a 
commissioners’ hearing. 

Mr. DeWrxv. Who brought this complaint / 

Mr. Caupte. Who brought the complaint to me ? 

Mr. DeWinpb. Yes. 

Mr. Caupie. Mr. DeWind, I think Mr. Price did. I know he did, 
in person. I think Mr. Paul Teale did, too. And said that Mr. Davis 
and two or three other people had been placed in jail without being 
given a hearing, and were taken out and grilled without having coun- 
sel or being able to give bond, about some matter, about some sugar 
matter, about a littl old sugar case involving I think three hundred- 
odd pounds of sugar. 
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Mr. DeWinp. Was it an OPA case ? 

Mr. Caupue. Yes. sir: that was an OPA case. And 1 remember 
that I heard about it. Now, IT took their word for it, what they told 
me. I didnt go into it any further. Ido remember that Mr. Nichol- 
son was trying the case over in Shelby before Judge Webb, all of 
which is in that statement. if I] remember, that you referred to there. 
And that Mr. John Carpenter, solicitor of that district, was defend- 
ant, of these people: and T can’t remember their names. 

And T remember that evidence was brought out that they had been 
placed in jail, were not allowed to have attorneys, were not allowed 
to «ive bond. 

Mr. DeWinp. Is this Mr. Davis vou are talking about 4 

Mr. Cavupie. IT am not talking about Mr. Davis now, but it leads 
up to it. 

And IT think the jury acquitted these people because of that fact. 
And Judge Webb admontshed Mr. Nicholson to advise Whatever 
agents it was that it must not take place again. And we were pretty 
sensitive about it, because we wanted anybody arrested to be entitled 
to bond. to be earried before a United States commissioner. And 
along about that time was when this Davis complaint came to me. 

Mr. DeWinp. Was Mr. Davis a friend of yours? 

Mr. Caupier. No, sir. 

Mr. DeW inp. Did you know him? 

Mr. Caupie. No, sir: T never had met the fellow before until a Mr. 
E. I. Keples introduced me to him, and Mr. Keples was a friend of 
mine, and he also carried insurance on this man’s property. And I 
remember, Mr. DeWind. when that thing was over—I remember I] 
was on the eve of going up to Washington, and. Mr. Tom Clark was 
Assistant Attorney General in charge of the Criminal Division at 
that time, and I talked to him about it. and told him the facts, that 
the United States marshal and the deputy marshal had told me, and 
he told me if that was the ease | ought to file a complaint against 
these men. And IT know when I became Assistant Attorney General 
IT authorized an investigation about the matter, and I think it was 
determined then that what had been told me—that my informants 
had made a mistake, And I remember it was authorized that the man 
be tried, and he was tried, and he was convicted. 

Mr. DeWInp. You mean these people who came and told you there 
had been an improper handling of this man upon his arrest turned 
out to be wrong? 

Mr. Cavpie. Yes, sir. My information later was that it was wrong. 
And I relied upon them. And I think that they deeply felt that they 
were right. 

Mr. DeWinp. Well. I thing the FBI made some complaint about 
the way that case was handled ¢ 

Mr. Cauptie. I don’t know, sir, but the FBI wouldn't have had any 
jurisdiction about the OPA case. But I know that later on, after 
that, Mr. DeWind, this fellow, Davis, came over to my oflice there 
one day. And I didn’t want to talk to him. I was leaving my own 
oflice to go over—leaving the district attorney's oflice to go to my 
private office over in the Johnson Building. And he mentioned some- 
thing to me about the FBI was investigating him about receiving 
some stolen property or something, and T said. “Well. Mr. Davis, vou 
ought to tell the FBI the whole truth and cooperate with them.” 
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He walked out the door and went down the steps, and I thought 
I was through with the fellow. Then he said he was going over my 
way, which was only a block or so away, and he said he would give 
mea lift. And I didn’t care about getting in his car, but I did. And 
he dropped me off at the Johnson Building, and I went to my office, 
and I had no more than got in my oflice when the man came right 
in there on me. And I told Mr. Davis—I disliked him coming in 
my office, and I told the man, I said, “If you bave done any wrong, 
vou ought to tell the FBI all about it, everything about it.” And 
I remember, Mr. DeWind, that he wanted to know what attorney he 
should get in town. I said, “My soul! You lived here in town all 
your life. You are a native of Mecklenburg. You know all the law- 
vers here in town. There are 15 or 20 you could call.” I called off 
a whole raft of them. Then he called up Mr. Kidd to represent him. 
Mr. Kidd had resigned from the OPA a pretty good while before 
then. And about that time Agent Montgomery came in to see me, 
of the FBI, and he said he was rather perplexed, or something like 
that, because this man Davis was to have an interview with him, 
And I told Mr. Montgomery I was embarrassed about the thing. 
The man came in to see me. But I know one thing. All of them 
were indicted. All of them were indicted, and if I remember, all of 
them pled guilty, as far as I know. 

Mr. DeWinp. This was following the finding that a mistake had 
been made in the information you had accepted from the United 
States marshal ? 

Mr. Caupie. Those were two cases, the OPA case and the receiving 
stolen property case. If I remember, both of them were indicted. 

Mr. DeW inp. Well, do I understand you to say that upon the as- 
surances of the United States marshal and the other gentleman who 
came with him, that Mr. Davis had been mistreated, the case was 
dropped then, the OPA case ¢ 

Mr. Caupte. No, sir; it was not dropped. 

Mr. DeWinv. Well, you accepted, I think you said, what they told 

you. 
Mr. Caupie. Temporarily, I did; yes, sir. Because I will tell you. 
Whenever any agency puts a person in prison, the moment he is 
placed in prison, he becomes the marshal’s prisoner, and that person 
can’t be moved from place to place unless the United States marshal 
supervises it, assumes responsibility for it. 

Mr. DeWinp. Let’s get down to this. As I understand, you said 
when the marshal came to you, you accepted what he told you without 
further investigation. 

Mr. Caupie. Yes, sir. 

Mr. DeWixp. And then his friend, the insurance man, spoke to you 
about the case ¢ 

Mr. Caupie. [ know that the insurance man talked to me about it. 
He just merely introduced him to me. 

Mr. DeWinp. All right. He had introduced Davis to you. 

Mr. Caupte. Yes, sir. If I remember correctly he did. 

Mr. DeWinv. The insurance man was a friend of yours? 

Mr. Caupie. Yes, sir. 

Mr. DeWinpo. What was his name? 


Mr. Caupte. Mr. E. H. Kepley. 
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Mr. DeWinv. How do you spell that ¢ 

Mr. Caupie. K-e-p-l-e-y 

Mr. DeWinp. Now, was Mr. Davis ever indicted on that OPA 
charge ? 

Mr. Cavpie. He was. 

Mr. DeWinp. On the OPA charge? 

Mr. Caupte. Yes, sir. In my best recollection, he certainly was. 

Mr. DeWrnp. Well, at the time there was no indictment. You ac- 
cepted what the marshal told you. 

Mr. Cavupie. At the time, I did. 

Mr. DeWinv. Who discovered later that you had been misinformed ? 

Mr. Caupte. If I recall, I authorized an investigation about the 
matter, to see if it was so. And if I remember correctly, it was found 
out that the representations that had been made to me by my friends 
were mistaken. They sure were. At least I thought so. 

Anyway, he sure was indicted, convicted, and he paid some fine. 
And about that receiving stolen property, they were indicted, too, and 
he was in that also. 

Mr. DeWinp. This all goes back to my question about whether the 
FBI made a complaint / 

Mr. Caupte. I know Mr. Montgomery did register a complaint 
about me, and in my best recollection, not to me, but I remember the 
young man did to somebody. I know that he and Mr. Littlejohn were 
very close together. And I got in the orbit of Mr. Littlejohn’s feud 
with Mr. Beaty, and God knows in heaven I sure have been embar- 
rassed by 

Mr. Dw inp. Do you think that Mr. Montgomery's complaint about 
you was malicious? Is that what you are saying? 

Mr. Cavpie. Yes, sir; I can’t help but believe it was malicious. 

Mr. DeWinpv. Mr. Montgomery was an FBI agent ? 

Mr. Caupte. He was an FBI agent then, yes, sir. 

Mr. DeWrnp. Did any other FBI agents make complaints about the 

way you conducted cases? 

Mr. Cavupte. Mr. DeWind, the best of my recollection is that we 
received compliments from the FBI all the time about the way we 
cooperated with them. I don’t recall any complaints, sir. 

Mr. DeWrnp. There was a complaint about the Keith Beaty case, 
and a complaint about the Davis case. You think those were the only 
two cases ¢ 

Mr. Cavupte. The only two cases T remember. I know the one 
about Mr. Littlejohn and Mr. Freeman, and Mr. Littlejohn bringing 
the agent over there. I told you about that one. It is hard to remem- 
ber these things so far back, when I had so many cases to do. Lord 
have mercy ! 5S 

Mr. DeWrxp. Do you think in connection with the Beaty case, for 
example, the fact that your law partner and brother were in charge 
of the investigation of the case might have caused any part of the 
difficulty ? 

Mr. Caupie. How is that ? 

Mr. DeWrnp. Do you think the fact that your law partner and 
brother were in charge of the Beaty inv estigation may have had 

Mr. Cavpir. Mr. Nicholson was not in charge of the Beaty investi- 
gation. Mr. Nicholson prosecuted Mr. Davis both on the OP‘ and 
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the receiving stolen property. 1 understand they had a long hearmg 
before Mr. Ned White. the United States commissioner down in 
Charlotte. 

Mr. DeWinpv. Tam talking about the Beaty case, for the moment. 

Mr. Caupie. There never was a Beaty case. 

Mr. DeWtnp. There was an Investigation 4 

Mr. Caupie. In the OPA. 

Mr. DeWixp. And then there was a subsequent complaint that it 
hadn't been conducted properly, and that complaint wis acddressed 
to you? 

Mr. Caupte. They asked me to investigate it, and I will tell you 
now: If the FBI had had jurisdiction, he would have been investi- 

eated. But when I called the Department of Justice, my superior, 
to find out where the line of demarkation began with the FBI and 
where it ended, when Congress appropriated money for the FBI to 
investigate certain crimes and for the OPA to investigate their 
crimes, | will tell you now [ think the voung man was innocent as he 
could possibly be, and T regret his name being brought out here, be- 
eause L think he was innocent. I sure do. And he will be here, and 
I want you toask him, 

And, Mr. Chairman, [ want you to knew that Mr. Beaty will be 
here, and I think in justice to him—lI think the young man ought to 
have an opportunity to come before this committee and to be heard, 
sir. 

Chairman King. Mr. Beaty will be given an opportunity to be 
heard, 

Mr. Cavcpre. | hope so, sir, in fairness to him. 

Mr. DeWinp. You understand, Mr. Caudle. that [ am not suggest- 
ing that there was anything improper in the conduct of anybody 
involved here. 

Mr. Cavore. Mr. DeWind, L understand. I know vou are doing 
vour duty, and T know you are doing vour duty well, but the question 
that was asked me, with the Impression that would be left—that it 
was a failure, that T didn’t do something because of friendship for 
this boy or on account of my brother, or on account of the OPA men 
down there, who were honest men. 

Mr. DeWinp. Well, what [Tam saving: I think vou said that you 
felt a malicious charge had been brought against von by an FBI 
agent. Mr. Montgomery, Was it? ; : 

Mr. Cavupne. I think so, sir. 

Mr. DeWinp. Did Mr. Freeman make any complaint ? 

Mr. Cavupue. No, sir: Mr. Freeman never did. And IT want you 
to know this, that whenever the FBE would bring a complaint to you 
and would give the facts to vou, if vou did? not prosecute, that was 
a record that they made for their report. Everything vou did was a 
record. There were hundreds of cases that liad been presented to me 
down there, on a lot of which I declined prosecution because the facts 
was not sufficient to prosecute, Whenever you tell an FBI nvent vou 
didn’t think the faets were sufficient, that went into his report. It 
was always there. If there ever was a vigorous—— 

Mr. Chairman, if you will just forgive me for talking about my- 
self, and if LT can just say something about myself, which L think a 
lot of other people know, I don’t believe they hac nd tore Vigorous 
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district attorney in my district than myself. If I can say this, when 
I went into the office in 1940 it had the lowest rating in the United 
States, and if everybody who listens here will forgive me for talking 
about myself, when I left in 1945, it had the highest rating in the 
United States. There were two other United States attorney’s of- 
fices equal to mine. I only had two assistants. I was fair to people. 
I wouldn’t take no advantage of nobody. IT wouldn’t let nobody run 
over anybody. But I swear to God, if T were convinced he was guilty, 
he had something on his hands, 

District Judge Webb is still living down there. a dear friend of 
mine. Worth MeKinney is now gone. Ilis office broke up when I 
came up here. He went to Tokyo. He is not here to talk about what 
he aid. Mr. Nicholson is here. He will be here to tell what he did. 
And [ wouldn't have any question asked me that would reflect upon 
these honorable men, for anything in the world, if LT can overcome it. 

Mr. DeWinp. Are you finished 7 

Mr. Caupur. Yes, sir. 

Mr. DeWinxp. How long have you known Keith Beaty ¢ 

Mr. Caupie. I have known Mr. Beaty, I reckon, 25 years, Mr. De- 
Wind. Twenty-tive vears, | suppose, At least that. sir. 

Mr. DeWinp. What was the nature of your friendship with Mr. 
Beaty / Was it a social friendship entirely / 

Mr. Caupir. It was just a social friendship almost entirely. I 
would see the young man. Tle was always glad to see me. I was 
glad to see him. As vou do in these communities which are rather 
small—of course, Charlotte is a pretty large place, compared to my 
little countrys town. 

Mr. DeWinp. Did you ever act as Mr. Beaty’s attorney / 

Mr. Cacupir. Once or twice in two local matters in my county, and 
that is all. Never Un other time. Ile had attorneys down there, 
sir. He had attorneys in Charlotte. I will tell you what. I very 
seldom saw the young man in Charlotte, very seldom saw him. 

Mr. DeWinxp. Did you ever have any business dealings with Mr. 
Beaty ¢ 

Mr. Caupur. Any business dealings? How, Mr. DeWind 4 

Mr. DeWinxp. And kind of business transactions or dealings / 

Mr. Caupie. Yes, sir. He hn Iped mie get an automobile once, at 
cost or below cost-——I mean at some reduction off 

Mr. DeWinp. LT meant any business transactions. 1 judge that wa 


a personal trahisaction,. But | mean business dealings. 
Mr. Caupte. Business’? Nothing but these two little old cases down 
there in my county. That was the only business thing that I can re- 


call Lever had with the voung man that [know of. He never did con- 
sult with hie about his business, l had ho interest in his business. 

Mr. DeWinp. Did you ever have occasion to go to New York with 
Mr. Beaty ¢ 

Mr. Caupuer. Yes, sir. Sure did. 

Mr. DeWinp. Well, when did vou make a trip to New York with 
Mr. Beaty ‘ 

Mr. Caupue. I declare. Mr. DeWind, I don’t know. That was be 
fore the Judiciary Committee, too, And [ made an explanation 
about that im this long written thing to the BI about these rumors 
about me. SIP. But IT think it was some time in LMS. Lam not sure. 
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Mr. DeWinp. It was then shortly before you were appointed Assist - 
ant Attorney General ? 

Mr. Cavupte. I think it was, sir, shortly before or—it certainly 
was before. 

Mr. DeWinv. Well, did Mr. Beaty pay the expenses of your trip 
to New York? 

Mr. Caupte. Mr. DeWind, you asked me that in the executive thing, 
and I am almost positive I paid my expenses on that thing, just 
almost positive about it. 

Mr. DeWinpv. Well, as I recall, the last time we talked about it, 
you were of the view that Mr. Beaty paid your expenses. Have you 
changed that view ? 

Mr. Caupe. I don’t know for certainly, now. I just don’t know 
for sure. But I think I paid my expenses. 

Mr. DeWinp. Well, do vou think it is possible that Mr. Beaty paid 
your expenses ¢ 

Mr. Caupte. Mr. DeWind, I declare if I know. I think I paid my 
expenses, the best I can recollect. It’s been so long ago. And I will 
tell you——— 

Mr. DeWinp. Well, have you ever been in the habit of making 
expense-paid trips with people ¢ 

Mr. Caupie. No, sir. No, sir. 

Mr. DeWinp. Are you quite positive, then, that Mr. Beaty did not 
pay your expenses on this trip? 

Mr. Cavuptie. I will tell you, Mr. DeWind, I can’t be positive. It 
is so long ago. But I think that I paid—lI think I paid my part of 
the hotel expense. I think I did. 

Mr. DeWinp. How did you go to New York? 

Mr. Caupie. On a train. 

Mr. DeWrnp. I see. With Mr. Beaty? 

Mr. Caupie. Yes, sir. With him. I was going—really, I was going 
to New York—— 

Mr. DeWinxp. What sort of accommodations did you have ¢ 

Mr. Caupte. It was a drawing room. 

Mr. DeWinp. And did Mr. Beaty get the tickets in the drawing 
room ¢ 

Mr. Cavupie. I don’t know, Mr. DeWind. He may have. I just 
don’t know, sir. 

Mr. DeW inp. I was trying to refresh your recollection about it. 

Mr. Caupte. I think he got the reservations. I know one thing. 
I was going to Washington anyway, and was going to go up to Char- 
lotte from Wadesboro and go on the Seaboard. Wadesboro is 55 
miles outside of Charlotte, and you go up on another line. 

Mr. DeW inp. Does this help to recall whether or not you paid for 
the trip? 

Mr. Caupte. Mr. DeWind, I think I did. I believe I did. My best 
recollection is that I did. But I am not positive. 

Mr. DeWinp. Well, why would Mr. Beaty have possibly paid for 
your trip? 

Mr. Cavpte. He certainly had no reasons to. I had no business 
relations with Mr. Beaty, going on the trip. We didn’t discuss any 
business. 

Mr. DeWrnpv. Why did you have the impression earlier, and some 
remaining feeling, that possibly he did? 
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Mr. Cavupte. Because I thought about it, and I called Mr. Beaty 
on the phone; and I told him to come up here, that I thought he 
would be under attack and I wanted him to come up here, and I asked 
him did he recollect whether I paid my expenses, and he did. He said 
I paid my expenses. That is how I got my information. 

Mr. DeWrnp. You told Mr. Beaty you thought he would be under 
attack ? 

Mr. Caupte. I told him so; yes, sir. 

Mr. DeWinpv. What led you to think that? 

Mr. Caupte. Mr. DeWind, Mr. Littlejohn from Charlotte and Mr. 
Howard Friddle, the special agent in charge—Mr. Littlejohn admitted 
in the paper the other day that he gave Mr. Friddle some information 
about me to take to you. That was in the Charlotte paper. He 
admitted it. And I knew that ever since I have known Keith Beaty, 
ever since I have known that boy, I have come in that office, and Mr. 
Littlejohn has tried his best to embarrass me. They have had Mr. 
Beaty’s line tapped down there. He has for a long time. God 
Almighty! You don’t know the most fantastic thing you ever saw in 
your life, and I will tell you. 

I want to tell you something else, too, sir. I want to tell you some- 
thing else, Mr. DeWind. Sometime ago, a pretty good while ago, a 
year or so ago, I got many complaints about the rackets down in 
Charlotte. 

Mr. DeWrnpv. Well, just a minute, Mr. Caudle, if I may interrupt 
you. I gather this is going somewhat afield. I am sure if you want 
to make a statement later, you will have a chance to. 

Mr. Caupte. All right, sir. 

Mr. DeWrnpv. Do you consider that Mr. Friddle has some malicious 
intent regarding you ? 

Mr. Caupte. I certainly do, sir. That is Mr. Howard Friddle, the 
special agent in charge of the internal revenue in Charlotte. 

Mr. DeWinp. Who else down there has malicious intent toward 
you? 
~ Mr. Caupre. I know Mr. Littlejohn has. I know it’s been very 
bitter. 

Mr. DeWrnpv. Mr. Montgomery? 

Mr. Caupie. Perhaps so; yes, sir. 

Mr. DeWrnp. Mr. Friddle? 

Mr. Caup.e. Yes, sir. 

Mr. DeWinv. Who else? 

Mr. Cavpte. Mr. Montgomery and I, I think, Mr. Littlejohn. 

Mr. DeWinp. Do you know anybody else who has any malicious 
intent ? 

Mr. Cavupte. I don’t know, sir. I tell you, I prosecuted so many 
people down there, when I was down there, and so many people in 
tax cases in my State, I may have a lot of enemies laying around 
there, sleeping, that I don’t know of, Mr. DeWind. 

Mr. DeWrnp. Did you ever prosecute Mr. Montgomery ? 

Mr. Caupte. No, sir. 

Mr. DeWrnp. Did you ever prosecute Mr. Friddle? 

Mr. Caupie. No, sir. 

Mr. DeWrnp. Did you ever prosecute Mr. Littlejohn ? 

Mr. Cauptr. No, sir. 
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Mr. DeWrnp. So the explanation of their malicious views about 
you could not be that you prosecuted them ¢ 

Mr. Caupie. No, sir, not prosecuted them: no, sir. 

Mr. Littlejohn is just a malicious man. He has been very vicious 
against me. Vicious. Lord, God Almighty! 

Let me tell you something. Let me tell you something, Mr. General 
Counsel. 

Mr. DeWinp. Just a moment, Mr. Caudle. 

Mr. Caupie. But I want to give you the background, why I know 
this. 

Mr. DeWinp. I don’t know that the background is particularly 
relevant, but I did want to get vour view that these people had a 
malicious intent. 

Mr. Cavpte. | am convinced of it, positively convinced of it. 

Mr. Gattacuer. Mr. DeWind, dont you think vou ought to let 
Mr. Caudle state his reason for feeling that way / 

Chairman Kine. You may state it right now, Mr. Caudle. Pro- 
ceed. , 

Mr. Caupie. Now. Mr. Chairman ¢ 

Chairman King. You may. 

Mr. Cavoie. Mr. DeWind. we have been prtting on a drive, a 
drive in the Department of Justice in the Tax Division, to break up 
these rackets all over the country. Every single case involving 
racketeers received preferential treatment and quick treatment. And 
I have got many complaints about the rackets down in Charlotte. 
Many of them. And T often wondered why a case against a rack- 
eteer—there didnt come out of Charlotte a word about it. 1 got 
many complaints, many anonymous complaints. And LT want you to 
know that when I got this complaint T felt it was my duty to turn 
itover tothe Bureau of Internal Revenue. and T did. to Mr. Cox, and 
called him over to mis office. And he is over Mr. Friddle. And I 
called Mr. Cox over to TAS ollice, and he brought a Mr. Kennedy with 
him. LT told him of these complaints, and TP told him the source of 
my information, which was very reliable. To am not going to give 
the name of the gentleman, Iynat if thes ask me Twill be very elad to do 
it. Heisa vers high enforcement official in North Carolina. 

Mr. DeWinxp. Why do vou hesitate to give the name ¢ 

Mr. Caupur. T don’t. T will give the name. It ts Walter Ander 
son. of Raleigh, State director of Investigation. 

I heard about these rackets. IT got these complaints about it. and 
I talked to Mr. Anderson several times. Tle was the former head of 
the FBI office there. The man came up to see me. T talked to hin 
bout these rackets in Charlotte and asked whi they couldn't break 
them up. It was the State bureau of investigation. He said he would 
cooperate and he had been cooperating. And then when IT got this 
investigation. | brought it to the attention of Mr. Cox. and Mr. Cox 
went down. Mr. Cox said he would go down to Raleigh, and T made 
an appointment for him te see Mr. Anderson. He went down to 
Raleigh. And T said, “Tf vou will just let me have one man, just one 
gent.” He took Mr. Kennedy down to Raleigh. and then they had 
a conference. and 1 know when they left Mr. Anderson called me 
over the phone and said he had turned over the data to him, turned over 
the data to him that he had accumulated. and that Mr. Cox read it 
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over twice and Mr. Cox said, “My God. Instead of one man, we put 
six men in Charlotte.” 

Then Mr. Cox came back and told me. and I said, “Mr. Cox, I will 
tell vou right now. If you want to havea successful investigation, let 
the agents go down and report to you directly, and do not let it be 
re ported through Mr. Friddle, because he is too close to Mr. Little 
john. He is too close to him.” And T said, “I just know if you do 
that these investigations will break up.” And he said he felt embar- 
rassed about it, that he didn’t want to go around an old friend of his. 

I said: “From what the people of Charlotte tell me, if you want to 
break up these things, this is the way to do it.” 

Well, now, what happened: I got information one day that a police 
officer had some information to give to the agents, and he wanted to 
give it, and [ called up Mr. Cox, and I gave the information to him. 
And Mr. Cox said: “Mr. Caudle.” he Save, “Tam Sorry. If I had tele 
phoned this in.” he says, “our tele ‘phone lines in Charlotte are t: upped.” 

Imagine the intelligence service lines in Charlotte being tapped. 
And I assigned Mr. Arthur Cunningham to this matter, a very able 
trial attorney that we had there in the Tax Division, and IT said. “Mr. 
Cunningham, will you go down to try to strengthen the Vaughn Can 
non case ¢’—which I was trying my best to strengthen. The other day 
you started to ask me about the Vaughn Cannon case, and we never 
did get to it, and there was some rumors abroad that [Twas trying to 
stop the Vaughn Cannon case, when IT was the man who started the 
investigation. 

Mr. Cunningham went down to Charlotte and he talked to the 
agent, Parrish. about these rackets. And I found out that the chief of 
police had the internal revenue agents under surveillance themselves. 
I wondered how in the world T could prosecute the rackets down there 
when they had them under surveillance, the lines being tapped. and 
the Government’s own men under surveillance. 

Of course, Mr. Littlejohn hates and despises me. Of course, Mr. 
Friddle hates and despises ne, 

One dav—and I think it is fair to say this—Mr. Drew Pearson came 
into my office, and he said this: He said, “I got a comp aint down there 
in Charlotte about you, Lamar, about some Cases, 

I said, “My Lord, what is it?” 

He says, “About three cases, here, that is coming up.” 

| SUVs. “Well, name them.” And he named the Goodman ease and 
the Blumenthal case and the T. E. Darnell case. if I remember. IT said, 
“Well, Mr. Pearson, let’s call for the files right now and see where 
these cases are, right this minute.” I don’t remember their status. 
“But.” TL said 1 will open up the file right now, and we will find out 
where we are.” And T called for my secretary, and we brought those 
three cases in. and those three cases had been sent down to the United 
States attorney in Greensboro 3 or 4 months before then. And TI got 
the information from Mr. Littlejohn and Mr. Friddle, who has sent 
these scandalous things to Mr. Pearson about me, and the man from 
Mr. Pearson was honorable enough to come over to see Ine about it 
and clear it up. 

The hatred and bitterness that they have against me down there, sir, 
is just incalculable. And since this thing has been going on, 1 saw 
in the Charlotte paper, here, day before yesterday, that the butter and 
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eggs racket has been broken, has been stopped in Charlotte. Well, 
now, Why has it stopped ¢ 

And I will tell you another thing. I have been warned of my life 
in Charlotte. Friends have told me, and I will not tell their names, 
that it was dangerous, that I may be run over in Charlotte. And I 
remember about a year and a half or 2 years ago, I was on a visit with 
Walter Cross late one afternoon, when it was raining, and from the 
Federal Building by myself going over toward the drug store, and I 
just looked around, and a car was just bearing right down on me. God 
soley if I hadnt jumped up on the curb—and the thing hit the curb. 

And I want you to know, Mr. Chairman, that is why I haven’t been 
back to the city of Charlotte very often, because I felt like the animos- 
ity down there, with one or two men—I was afraid of my life. And 
I am today, if I go back down there. I am telling you now. I fact, 
them rackets just give me—if I just had a chance to lay my hands on 
them and break them up, I would have done it, but internal revenue 
laws are one thing and State laws are another thing. ‘Tax cases are 
hard to prepare and win. 

Chairman Kine. Does that complete your statement, Mr. Caudle? 

Mr. Caupte. Yes. 

Mr. DeWinp. Mr. Caudle, have you been in Charlotte within the 
past. week ? 

Mr. Caupie. No, sir. 

Mr. DeWtinv. Have you been there within the past 2 weeks ? 

Mr. Caupie. No, sir. I don’t think I have been in Charlotte, Mr. 
DeWind, in over a year. I sure don’t. I sure don’t. I wanted to 
go back down there, but—all these things take place, and I just figured 
that I would just go down to my little home in Wadesboro, and might 
“— up to Charlotte during the day, but just keep on moving. 

Mr. DeWinpv. Do I understand from what you just said in your 
statement that you initiated a tax-fraud investigation of Mr. Little- 
john ? 

Mr. Cavpte. No, sir The rackets down in Charlotte. 

Mr. DeWtnp. Well, did you ask for a tax-fraud investigation of 
Littlejohn ¢ 

Mr. Caupte. Well, I tell you this. I wanted to find out about the 
situation. 

Mr. DeWixp. Just answer the question, if you will, Mr. Caudle. 

Mr. Cavpie. Yes, sir. 

Mr. DeWinp. Yes, you did? 

Mr. Caupte. Yes, sir. He was included. 

Mr. DeWtxv. What were the results of that investigation ? 

Mr. Caupie. No results have come to me, sir. 

Mr. DeWinp. How did you go about initiating the tax-fraud in- 
vestigation / 

Mr. Cavpie. Well, Mr. DeWind, when this information began to 
accumulate there in my office, was sent to me—— 

Mr. DeWtnp. Let me get something straight for a moment. Ex- 
cuse my interrupting you. 

But this information came to you from the State bureau of investi- 
gation, not the Federal Bureau? 

Mr. Caupte. Not the Federal Bureau; no, sir. 

Mr. DeWrnp. The State bureau ? 

Mr. Cavpre. Yes, sir; the State bureau. 
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Mr. DeWinp. All right. Go ahead. 

Mr. Caupie. Then when it came to me the thing to do was to call 
up the gentleman in charge of that area, which was Mr. John Cox, of 
Intelligence—he is the Assistant Director, or whatever his title is, but 
I do know he is over that whole area down there. He has a large area. 

Mr. DeWinxp. That was your first step, to call Mr. Cox ¢ 

Mr. Cavupie. Yes, sir: that was the first step. and that would be the 
proper step. 

Mr. DeWinp. Where is Mr. Cox located ¢ 

Mr. Caupie. Mr. Cox lives here in Washington, D. C. 

Mr. DeWinp. Whiat is his position ¢ 

Mr. Caupue. [T dont know what his title is over in the Buréau of 
Internal Revenue. but he is an assistant to Mr. Woolf, who is in charge 
of the intelligence service in the thing. 

Mr. DeWinp. When was this that you called Mr. Cox / 

Mr. Cavpie. Don't remember, Mr. DeWind. Must have been about 
a vear or so ago. a Vear ago. 

Mr. DeWinp. Was that the first time vou had ever suggested a tax- 
fraud investigation of Littlejohn ¢ 

Mr. Cavupne. Yes, sir. 

Mr. DeWtnp. ‘That was the first time / 

Mr. Caupne. Yes, sir. 

Mr. DeWinp. This telephone call to Mr. Cox 4 

Mr. Cavupie. This telephone call, and my conference with Mr. Cox, 
and the conference that Mr. Cox had with Mr. Walter Anderson in 
Raleigh: Ves, SIP. 

Mr. DeWinxp. All right. Now, did vou have information in your 
possession that Mr. Littlejohn had evaded his income taxes / 

Mr. Cavpie. Noysir. Thad information in my possession that the 
rackets down there were being protected and were allowed to run, by 
Mr. Littlejohn, 

Mr. DeWino. But you thought a tax investigation was the proper 
way to go after that / 

Mr. Caupnte. Yes, sir. ‘That is the way we did in all these racketeer- 
ing cases, 

Mr. DeWinp. Now, since that time have you inquired as to the 
outcome of that investigation ¢ 

Mr. Caupie. No.sir. IT don't think Lhave. That isa matter, when- 
ever vou turn it over to them, vou know you begin it, but then you have 
got so many other different things to do you don’t follow it up any 
further. 

Mr. DeWinp. You had no further interest in the matter, then ? 

Mr. Cavupue. I had interest in it. | was waiting for something to 
come up to me, but it never had. T think Mr. Cox told me—I am not 
positive, Mr. DeWind—that he could probably turn up 12 or 13 cases 
down there. I think perhaps I talked to Mr. Cox later on. I don’t 
know. IT just don’t know, sir. But [ know I kept up with it. I kept 
up with it. I know that when we were working on the Vaughn Can- 
non case, Who was a racketeer over there in Nashville. and that case 
was assigned to Mr. Arthur Cunninghom, he went down to Charlotte 
to find out. 

Mr. DeWinxp. When you turn matters over to the Intelligence Unit 
of the Bureau, is it your practice generally to not inquire about them? 
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Mr. Caupie. Yes, sir. They move along in thetr own way, and 
eventually cases probably come up, or something. That is all. 

Yes, sir. I have been sort of afraid to go on back to Charlotte. 

Mr. DeWinv. Mr. Caudle, at the time you suggested Mr. Littlejohn 
should be investigated for possible tax fraud, was that after you had 
learned that Mr. Keith Beaty was under tax investigation ¢ 

Mr. Caupie. Oh, my soul! Mr. Beaty had been under tax investi- 
ation way before then, Mr. DeWind. 

Mr. DeWinp. This was after you had learned of that fact 

Mr. Cavupie. Oh, yes, sir; way before that. 

Mr. DeWinp. Well, was it your view that Mr. Littlejohn had any 
connection with that tax investigation ¢ 

Mr. Cavupie. Against Mr. Beaty ‘ 

Mr. DeWinp. Yes. 

Mr. Cavupie. 1 am sure he did, sir. 

Mr. DeWinp. You are sure he did? 

Mr. Caupie. Lam almost positive he did; yes, sir. 

Mr. Curris. Mr. Chairman ‘ 

Chairman Kine. Mr. Curtis will inquire. 

Mr. Curtis. Who was Mr. Littlejohn? If that has been estab- 
lished in the record, I failed-—— 

Mr. Cavupie. He is the chief of police of the city of Charlotte, N.C. 

Mr. Curris. And is that the position he has held all during this 
period you were discussing ¢ 

Mr. Caupie. Yes, sir: I think so, sir. He was formerly chief of 
detectives. He is now chief of police of the city of Charlotte. 

Mr. Curris. He is not a Federal official ¢ 

Mr. Caupur. No, sir. It is a State position, a municipal position 
in the city of Charlotte. Charlotte is a pretty big city. It is over 
a hundred thousand, Mr. Curtis. He is the chief enforcement officer. 

Mr. DeWinp. Going back, now, Mr. Caudle, at the time you took 
this trip to New York with Mr. Beaty, did you know that Mr. Beaty 
Was under a tax Investigation at that time ‘ 

Mr. Cavpie. Mr. DeWind, I got a vague recollection of going up 
on the train. Mr. Beaty told me that he was under investigation. 
And I remember T told him. IT told him, I said, “If you are, COoO- 
operate with the internal revenue agents and turn over every record 
you have got and give them every cooperation.” And I am almost 
sure, but I think that was definitely sure, when I got on the train 
going up to New York. 

Mr. DeWinp. You had not heard anything about it prior to that 
time ¢ 

Mr. Cavpie. I don’t believe I did. I don’t believe I did. I can’t 
recollect right now. 

Mr. DeWixv. Do vou know, did Mr. Beaty take your advice about 
cooperation in the matter? 

Mr. Cavpte. I am sure he did. Mr. Beaty, I think, told me one 
time that he turned over everything he had to the agents, his records. 
They investigated him, I think, for about 6 years, and there is not 
a single agent that has talked to him about his affairs. They have 
a tremendous assessment against the boy, for I don't know how much. 

Mr. DeWinp. Did you discuss Mr. Beaty’s tax case with him from 
time to time? 

Mr. Caupie. No, sir. 
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Mr. DeWrnp. You have discussed it at least once ¢ 

Mr. Cavpue. I remember when the thing was brought up. 

Mr. DeWrnp. No: but you just said you discussed with him the 
developments in the tax case. 

Mr. Cavupie. I think so. I remember—I would like to say this, 
Mr. DeWind. When T came up to Washington, and T was in charge 
of the Criminal Division, | had not anything in the world to do 
with taxes. And I knew Mr. Beaty was under investigation then. 
I told him, I said. “T want you to know that if vou done any wrong, 
you will have to stand for it. Because IT am an Assistant Attorney 
General. The thing will be on its merits. I will talk to nobody or 
have anything on earth to do with the thing.” And he understood 
it. He was awfully hurt because I was e umbarrassed before the Judi- 
ciary Committee because of my friendship for him. He was awfully 
hurt. And Mr. Beaty is here. or will be here. and I do hope, Mr. 
Chairman, that this voung man will have an opportunity to be heard 
here before you gentlemen. 

Mr. DeWixp. Now, following your learning, at about the time 
you took the trip with Mr. Beaty, that he was under tax invest! 
gation, did you receive from Mr. Beaty any substantial gifts on 
favors of any kind? 

Mr. Cavnoie. No, sir. None that I can ever reeall. 

Mr. DeWrxv. Well, has Mr. Beaty ever loaned you any money ‘ 

Mr. Cavonr. Yes. sir. He sure has. 

Mr. Dre Winp. How mueh did he loan vou? 

Mr. Caupie. It was somewhere way back in the early part of the 
war, around 1942 or 1941. T don’t know. 

Mr. DeWtnp. No: since that time, since you learned of the tax 
investigation. 

Mr. Caupir. No, sir. 

Mr. DeWinp. Do vou owe any money to Mr. Beaty now 4 

Mr. Cavorr. Yes. his books will show that I owe him about S285 
on an automobile. And I want vou to know, like T told you when 
we had the closed hearing downstairs, that I had offered to pay Mr. 
Beaty several times, but the gentleman just won't accept it, because 
of the embarrassment our friends ship has caused me. 

[ had a car which was getting pretty old, which T was using when 
I was district attorney, and IT went to Mr. Beaty, or I know IT talked 
to him, and he said he would gladly sell my car and help me get a 
car, because Chevrolets were pretty hard to get hold of then. And 
my car was sold. 

Mr. DeWinp. Has Mr. Beaty sold it for you? 

Mr. Caupie. It was sold at public auction, if I remember 

Mr. DeWixp. Before he sold it. did he give you a new car 4 

Mr. Caupte. No, sir. Before that ear was sold? 

Mr. DeWinp. Yes. Prior to the sale of your old car, had you 
received the new car / ; 

Mr. Cacpie. No, sir: not at that time, if I remember. That was 
back in 1947, sometime. 

Mr. DeWinxp. Are you sure about that? 

Mr. Cavupie. Gave me a car, Mr. DeWind ? 

Mr. DeWinp. No; let me put it this way. Did you buy a new car 
from Mr. Beaty / 

Mr. Cavour. When / 
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Mr. DeWinpv. At this time. You said you turned in your old car. 
What year car was that? Was that a 1942 Chevrolet you turned in? 

Mr. Caupie. It wasa Chevrolet. 1 forget the model of it. 

Mr. DeWinp. All right. At that time, you received a new car, 
did you not ¢ 

Mr. Caupie. Yes, sir; when I turned it in. 

Mr. DeWinp. Just a minute. You received a new car at the time 
you turned in your old car? 

Mr. Caupie. That is right. 

Mr. DeWinp. Was that a 1947 Chevrolet you got ? 

Mr. Cavpzie. I think so. 

Mr. DeWinp. Allright. At that time, did you pay Mr. Beaty any 
money for the car? 

Mr. Cavpie. I paid him the amount that my old ear—— 

Mr. DeWinp. Just a minute. Did you pay him any money at the 
time you took delivery of your new 1947 car? 

Mr. Caupie. I just don’t remember that I did. Because my under- 
standing was that the proceeds of the car—— 

Mr. DeWinp. Was it the fact that when you took delivery of your 
new car, vou paid him nothing until some manths later, when the old 
car was sold ¢ 

Mr. Caupie. I just don’t remember, Mr. DeWind, when that was 
or how it was. 

Mr. DeWinp. Would that be the fact. as I now tell it to vou? 

Mr. Caupue. I just don’t remember, sir. 

Mr. DeWixp. You think it is possible that that is the fact ¢ 

Mr. Caupie. I just don’t know, sir. 

Mr. Gatiacuer. Wait a minute, Mr. DeWind. I think the facts 
of this transaction are pretty clear. 

Mr. DeWinp. That is all we are trying to get clear, Mr. Gallagher. 

Mr. Gactacuer. TI understand that. 

(Mr. Gallagher consults with Mr. Caudle.) 

Mr. Cavoie. When I got the new car. the old car was sold. and the 
proceeds applied on the cost, and that left a balance of something like 
Svs), 

Mr. DeWinp. Allright. At that point, Mr. Caudle. did the sale of 
the old car take place several months after you took delivery of the 
new car‘ 

Mr. Cavupte. No, sir: I don’t think so, Mr. DeWind. I think it was 
pretty shortly thereafter. 

Mr. DeWinp. Well, could it have been 1 month, or 2 months? 

Mr. Cavpie. I just don’t remember, Mr. DeWind, to save my life. 

Mr. DeWinp. At any event, when you took delivery of the new car, 
you paid no cash for it 4 

Mr. Cavpie. No; because I was to put the proceeds of my old car 
on the ear. 

Mr. DeWtnp. And the proceeds of the old car that Mr. Beaty sold 
were applied against your purchase price on the new car? 

Mr. Caupte. That is right. 

Mr. DeWinv. And the remaining balance you did not pay? 

Mr. Caupie. Yes, sir; did not pay, but tried to pay it. 

Mr. DeWinp. Have you ever paid it? 

Mr. Cavupie. No, sir; I offered it to him several times, but he 
wouldn't take it. 
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Mr. DeWinpv. So you received a 1947 Chevrolet for the 142 Chevro 
let, and that was the end of the transaction so far as payment was 
concerned ¢ 

Mr. Caupte. That is right, sir. 

Mr. GatuacHer. May | add something here, Mr. DeWind / 

We have discussed this transaction with Mr. Beaty. and he has with 
him the records, which will show you just exactly how that transaction 
occurred. 

Mr. DeWINp. Thank you. I would like to have that. 

Mr. Gausacuer. Mr. Beaty is available, and the chairman, I under 
stand. has said he would hear him. 

Mr. DeWinp. You would not consider that a substantial favor, to 
give you a 1947 car for a 1942 car? 

Mr. Caupie. He didn’t give me a 1947 car for a 1942 car. Te 
didn't vive Ine anything. | owe him money. lt is on his books right 
now, 

Mr. D WiINp. Llow long have vou owed hin the money ¢ 

Mr. Cacpie. Ever since that transaction, Mr. DeWind. 

Mr. DeWinp. When was that? In the spring of 19474 

Mr. Cavore. I don't remember, sir. but his books will show it. Get 
his books lp here, and thev will show it. 

Mr. Gan tacurer. Mav I say something here, Mr. Chairman / 

Chairman Kine. Yes. 

Mr. Gatnacuer. You will find, Mr. DeWind, when you look at Mr. 
Beaty’s record on these car transactions, that it was a common pra 
Tice for him to proctre thre ™t Chevrolets for his frei nds at COST. You 
will find a great many names listed in his book, where he made the 
identical type of transaction that he carried out with Mr. Caudle. 


And the price of used cars sold at auction was very substantial in re 
lation to the cost of the new ear. at Be uty *s cost. He Oye rated 2 laree 
fleet of taxicabs, anid consequently he vot cars at a discount. mo. us 
Tsay. von will find it was a common practice. There is no particular 


sienificance about this transaction with Candle. 
Chairman King. Very well. 

Mr. DeWinp. As [T understand it, then, Mr. Caudle. as a result of 
Mr. Beaty *s ability to buv curs at fleet clisecount price he was able to 
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take your own car, give Vota hew car, ana the only amount i volved 
for him was S285? 

Mr. Caupie. That is the way T understand it. 

Mr. DeWinxp. And you have never paid the 8285 / 

Mr. Cat DLE. l never have, but | have offered it to him several 
Lites, 

Mr. DeWinp. Did you ever try just mailing him a check ? 

Mr. Cavupie. No, sir: never tried mailing hima eheck. He told me 
absolutely he wouldn't accept it. Absolutely he wouldn't accept it. 

Mr. DeWrnp. And vou felt that was the end of the matter / 

Mr. Caupie. Well. sir, I reckon so. 

Mr. DeWinp. You knew that he was under tax investigation at the 
time? 

Mr. Caupie. Sir’ 

Mr. DeWinp. You knew he was under tax investigation at the time ? 

Mr. Caupier. Yes, sir: | was in the Criminal Division, and I had 
every reason to believe that he was under tax Investigation. 
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But I want you to know this, sir. At the very moment I came over 
to the Tax Division—— 

Mr. DeWinv. We will come to that. 

Mr. Gautacuer. Mr. Chairman, I think he is entitled to make any 
clarifying statements he wishes to make. 

Mr. DeWinp. Mr. Chairman, I don’t want to keep Mr. Caudle from 
saying anything he wants to, but I think the orderly presentation of 
the evidence requires that we go at it piece by piece, and if Mr. Gal- 
lagher wants to make an objection later, that is all right, but it does 
interrupt the course of the questions. 

Mr. Gauiacuer. I don’t have any desire to interrupt your orderly 
presentation, Mr. DeWind, but I think the place to make these clarify- 
ng statements is where they fit in in the record. Otherwise a wrong 
impression has been created, and you have to overcome that. 

Now, L ask you, Mr. Chairman, to hear these statements at the time 
that they come up. 

Mr. Cavupie. It is just a brief statement. I would love to say it. 

Mr. DeWinv. If the chairman thinks this is relevant to the ques- 
tion just asked. 

Chairman Kine. Do you remember the question / 

Mr. Caupte. No. What was the question / 

Chairman Kine. The reporter will read the question, 

(The reporter read the question referred to, as follows :) 

Mr. DeWinv. You knew he was under tax investigation at the time? 

Mr. Caupie. That is right. That was in 1947. 

Chairman Kine. You may proceed. 

Mr. Cavpie. All right. 

Mr. DeWind, I was in the Criminal Division then and had abso- 
lutely nothing to do with tax cases. There was no duty upon that 
office about tax cases. When I came over into the Tax Division, in 
1947, some part of 1947—because I was in the Criminal Division 2 
years—the first think I did when T took the duties of the office over 
was to call Mr. Charles Oliphant, the chief counsel, and to say that I 
know that Mr. Beaty was under investigation, I thought he was, and 
that I disqualified myself in the matter, and if there was any fraud 
case against the young man to send it to the Department of Justice, 
but not to send it in my name. I had suffered because of the friend- 
ship I have for this boy. And I wholly and fully disqualified myself 
in the matter and would not talk to nobody about it, because T had 
been so embarrassed about it. And that is what I wanted to say, sir. 

Chairman Kine. Proceed, Mr. Counsel. 

Mr. De Wrixp. Why did vou feel it was necessary to do that before 
any tax case had been presented? So far as you knew, there was noth- 
ing inthe way of a tax case; is that right ¢ 

Mr. Cavore. I don’t know whether a case would come over or not, 
and if it did I didn’t want to interfere with it. 

Mr. DeWinp. You had no idea that a tax case was coming? 

Mr. Cavpotr. I didn’t know, because I hadn’t talked with the of- 
ficials about the case. 

Mr. Curris. Did I understand you to say a bit ago that no agent 
had come and talked to Mr. Beaty ? 

Mr. Cavpie. T understand from Mr. Beaty, Mr. Curtis, that for 
6 years while he has been under investigation, no agent has inter- 
viewed him about his taxes and about his troubles, 
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Mr. Curtis. Now, that was true up until when? 

Mr. Caupie. Up until right today, as | undersiand it. 

Mr. Curtis. Then you have talked to him avout his tax case? 

Mr. CAUDLE. I have. but that was only recently, only recently. I 
reckon, Mr. Curtis, it was recently, when Mr. Beaty came up. 

Mr. Curtis. Then did you also say that a sizable assessment had 
been made against him ¢ 

Mr. Caupie. Yes, sir. 

Mr. Curtis. And from whom did you get that information? 

Mr. Caupie. From Mr. W. M. Nicholson, who never has represented 
Mr. Beaty in any fraud case at all, but who represented him when 
there was a 50-day letter sent to Mr. Beaty when the Bureau declined 
to prosecute Mr. Beaty for fraud, because, as I understand it, there 
was no fraud there. 

Mr. Curris. Now, that is your former law partner? 
Mr. Cavpie. That is my former law partner, yes, sir. 
Mr. Curris. And where is he now ¢ 

Mr. Caupte. He is in Washington. 

Mr. Curtis. He is not practicing down there ? 

Mr. Caupie. Oh, ves, sir, he is practicing down there. But he is 
up here, sir. 

Mr. Curtis. And is he practicing in the same set-up where the two 
of you were practicing before / 

Mr. Caupte. In the same office: yes, sir. 

Mr. Curtis. And that is part of your library there ? 

Mr. Caupte. Yes, sir. In fact, the whole office has been mine ex- 
cept the chair and the desk that he bought. I bought the library and 
bought almost everything in the place, sir. 

Mr. Curtis. And it was through him that you found out the extent 
of the assessments against Mr. Beaty ¢ 

Mr. Caupie. Yes, sir. And in the press, too. 

Mr. Curtis. And how long have you had that information ¢ 

Mr. Caupie. Oh, 1 don’t know, Mr. Curtis. It came out in the 

ress some time ago. I know that Mr. Nicholson told me about. it. 
And I know that he told me about it a pretty good while ago. Tam 
not so sure when the Bureau declined to prosecute the man for fraud. 
I think it was in 1949. 

And | also would like to say, before I forget about it. that Mr. Paul 
Irvin and Mr. Horak—I think that Mr. Irvin and Mr. Horak repre- 
sented—I think he is an accountant, Mr. Horak is—that he repre- 
sented Mr. Beaty before the Bureau of Internal Revenue, and that 
one day Mr. Horak and Mr. Irvin came over to pay me a social call. 
And when that was, I don’t know, but it was a pretty good while 
ago. And I know that he brought up the name of Mr. Beaty. And 
I said.“Mr. Irvin, don’t mention Mr. Beaty’s nameto me. I won't dis- 
cuss it with you socially. T have disqualified myself in that thing 
so fully and completely that it is embarrassing for it to be mentioned 
to me, and [ wish you wouldn’t do it.” And he did not any further, 
sir. That was Mr. Paul Irvin, an attorney, of Charlotte. 

Mr. Gatnacuer. Mr, Chairman, Mr. Curtis, let me say something. 
In an effort to provide you gentlemen with all the facts in this case, 
we have Mr. Beaty here, and he is here in the hearing room. I think 
Mr. Nicholson, his present attorney, is here also. And you are free 
to examine both of them. 
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Chairman Kine. Very well, Mr. Gallagher. 

Mr. DeWinp. Mr. Caudle, what possible reason was there for you 
to call Mr. Oliphant 

Mr. Cavpie. Mr. who? 

Mr. DeWixp. Just a minute. For you to call Mr. Oliphant and 
tell him that if there should ever be a tax case involving Beaty that 
he was going to refer to the Department of Justice, he should not 
refer it in your name ¢ 

Mr. Cavupie. My reason for doing it ¢ 

Mr. DeWinp. Yes. This, I gather, is in advance of any tax case, 
and in fact, no tax case was ever presented to you ¢ 

Mr. Caupie. None was ever presented by Mr. Beaty to our Divi- 
sion; no, sir. 

Mr. DeWinp. What possible reason was there, then, for you to 
call Mr. Oliphant 4 

Mr. Caupie. Mr. DeWind, what on earth would a man do, in my 
position, when Mr, Littlejohn had started these rumors about me, 
and Mr. Friddle, [ understand, kept up the rumors? 1 wanted to do 
something openly to disqualify myself so they would know that I 
would disqualify myself. 1 either had to do that or resign my posi- 
tion. IT don’t know what else T could have done. LT did the best I 
could. Ldidn’t know what else I could do, 

Mr. DeWinp. Now, this was a case that wasn’t in the Department 
of Justice. so far as you know, It wasn’t even under consideration for 
recommendation for forwarding to the Department of Justice. 

Mr. Cavcpre. I didn't know what the status of that thing was over 
there in the Bureau of Internal Revenue. And I never would inquire. 

Mr. DeWinp. You said you wanted to make the record very clear 
regarding your disqualification, 

Mr. Cvavpie. Yes, sir. 

Mr. DeWinp. Did you write a letter to the Bureau 

Mr. Cauptr. I do not believe 1 wrote a letter, and LT sure do regret 
that I didn't. 

Mr. DeWinp. Did you make any record anywhere ¢ 

Mr. Cacpoie. | don’t know, sir. But T will tell vou one thing. I 
told every friend Thad. Ttold Mr. Beaty. Lteld Mr. Irvin. I told 
Mr. Horak. if I remember, and everybody else. LT told members of 
mi ollice. about it. ae) just absolutely won't be enueht discussing the 





thing with anybody.” 

Mr. DeWinp. Well, you told a lot of people that you didn’t want 
to cdliseuss the case, but you just never wrote a letter, AVM here / 

Mr. Cavpie. No, sir: I don’t think I wrote a letter. [tried my best 
to find out whether I did or not. but T don’t think TI ever did. 

Mr. DeWixp. What were you afraid about? Were you afraid if 
vou wouldn't make your disqualification clear the Bureau might not 
prosecute the case ¢ 

Mr. Cavupte. No, sir. No, siree. T never have known the Bureau 
to pull a punch on any kind of a case. They send them over. And 
if they had a case against this young man, IT would have sent Mr. 
Oliphant word to send it over, but “don’t send it in my name.” Be- 
cause you can’t tell. Cases come over, Mr. DeWind, and sometimes 
you can’t prosecute them. And then IT would be responsible for not 
doing it. I just won’t be placed in that position. Tam going to do 
everything Tecan, not to be placed in that position. 
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Mr. DeWrnv. You didn’t feel your disqualification could await the 
actual referral of the case ¢ 

Mr. Caupte. I just tell you [T was pretty sensitive about that sub- 
ject. Mr. DeWind. I was sensitive about it. And T didn’t want to be 
criticized anv more about it. I just know about Mr. Littlejohn sending 
up these rumors that LT hadn't prosecuted down in the district, cases 
that had already been 3 or 4 months in the district, and IT just tell 
vou I didn’t want it back. 
~ Mr. DeWrnxp. You said you wanted to make some sort of public 
disqualification, some public answer? Was this a public answer ¢ 

Mr. Caupie. A public answer? 

Mr. DeWinp. Yes: was there anything public about your disqual- 
ification / 

Mr. Cavupie. No, sir: IT didn’t give a statement to the press or 
anvthing like that. 

Mr. DeWinp. The fact was that you made your statement to Mr. 
Oliphant, and that was the end of it ¢ 

Mr. Caupier. Yes. sir. 

Mr. DeWinxp. Suppose something had happened to Mr. Oliphant. 
Your disqualification would never have been noted Th where. 

Mr. Caupie. Sir? 

Mr. DeWinp. If Mr. Oliphant had had anything happen to lim, 
the only record of your disqualification would have been gone: is that 
right ? 

Mr. Caupie. Well, that is a surmise, Mr. DeWind. I will tell you 
one thing about it. If a case had come over to ni place, I tell vou 
I would not have had anything in the world to do with it. L wouldn't 
have let no one discuss it with me. And I would have referred the 
matter to the Attorney General if necessary. I wouldn't have had 
anything to do with it. T have been embarrassed so much and humil- 
iated so much about the thing, | just wouldn't. 

Mr. DeWinp. Now, when vou spoke to Mr. Oliphant about the case, 
did you diseuss any aspects of the case with him 4 

Mr. Caupie. None whatsoever, because I knew none. 

Mr. DeWinp. Did vou tell him anything about the background of 
the situation ¢ 

Mr. Caupie. No, sir. 

Mr. DeWinxp. Did you mention Mr, Littlejohn to him / 

Mr. Caupier. Not that Lremember. No, sir. 

Mr. DeWinp. Are you sure vou didn’t 4 

Mr. Cavpie. Well, Tam just not positive. Because, you see, that 
has been about 4 vears ago. I have been in the Tax Division 4 vears. 

Mr. DeWinp. You didn’t tell him that this case was a case Mr. 
Littlejohn had something to do with 4 

Mr. Cavour. T don’t remember that IT did, Mr. DeWind. TI could 
have told the man that Mr. Littlejohn had been embarrassing me, 
I could have told him that. But IT don’t remember that I did. 1 just 
told him that T had been embarrassed. I know I said something 
before the Judiciary Committee, because of my friendship for this 
boy. this voung man, Mr. Beaty, and it was the only thing that ever 
had been raised about me down in Charlotte, in the number of cases 
I tried in my county and my district down there, and [ was sensitive 
about it. and T had been embarrassed about it. 
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Mr. DeWinv. When you called Mr. Oliphant about the Beaty case, 
you think it is possible you may have mentioned Littlejohn ¢ 

Mr. Cavpte. Mr. DeWind, i tell you, I just don’t know. 

Mr. DeWinp. Did you ever tell Mr. Oliphant about Mr. Littlejohn ? 

Mr. Cavpie. I think I did discuss with Mr. Oliphant about Mr. 
Littlejohn. 

Mr. DeW inp. Would that have been the occasion ¢ 

Mr. Caupie. I don’t know. I think it was later than that. I just 
don’t remember, and I can’t recollect it. I can’t recollect, to save my 
life. But I do know one thing, that I told Mr. Littlejohn about my 
conference with Mr. Cox—I mean Mr. Oliphant about my conference 
with Mr. Cox, to my best recollection, 

Mr. DeWinp. That was about a year ago? 

Mr. Cavpir. Well, whenever it was, sir. And I know I told him 
about that. Yes, sir. Iam sure. 

Mr. DeWinp. Wasn't it a good deal more than a year ago? 

Mr. Cavote. Mr. DeWind, I declare if I could recollect it. I just 
don’t know. 

Mr. DeWinp. Did you make any record of the conversation ? 

Mr. Cavupie. IT don’t think that I did. I don't think that I did. 
I know if anything had come over there in my name I would have 
run from it. 

Mr. DeWinv. Well, now, did you indicate to Mr. Oliphant at the 
time you called him or at any other time that you felt that the tax 
investigation of Beaty was involved with Mr. Littlejohn’s attempt to 
discredit you or make a malicious attack on you? 

Mr. Caupie. No, sir; I don’t think I ever told Mr. Oliphant that. 

Mr. DeWinp. You are quite sure you didn't? 

Mr. Caupie. IT ean’t be sure, but Tam just almost sure, Mr. DeWind. 
I can't recollect it. I sure can’t. Lord have merey, I just wanted to 
get away from the case. If there was a case against the voung man, 
I didn’t want it to come to me or have my name attached to it. IT had 
been embarrassed enough. 

Mr. Byrnes. Could Task a question at this point of Mr. Caudle? 

Chairman Kine. Mr. Byrnes will inquire. 

Mr. Byrnes. Did you ever call Mr. Oliphant on any other cases 
and advise him that you desired to be disqualified ¢ 

Mr. Cavoie. Mr. Byrnes, I don’t remember that I did. I can’t 
recollect that. I just don’t know. 

Mr. Byrnes. Have you ever ove, ilified yourself in any case? 

Mr. Caupie. I think that I have, but I can’t recall any now. 

Mr. Byrnes. You never recall any other occasion, at least, where 
you advised the Bureau that you were disqualifying yourself in ad- 
vance of receiving a case in the Justice Department ? 

Mr. Cavupie. No, sir. I don’t think I have. I may have, but I 
don’t believe I did. 

Mr. Byrnes. This is the only occasion, then? 

Mr. Caupte. I think so. I advised the Bureau, ves, sir. I can’t 
recall of any other case. 

Mr. DeWinp. Have you ever disqualified yourself from consider- 
ing a case in the Department of Justice ¢ 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. What cases were those ? 





a 





INTERNAL REVENUE INVESTIGATION 957 


Mr. Caupte. I don’t remember, Mr. DeWind. Maybe sometime 
I will try and recollect and see which one it was. 

Mr. DeWinp. Did you make a record of that disqualification 

Mr. Caupte. No, sir. I didn’t make any record, but I had a con- 
versation with those in charge of it. 

Mr. DeWrnp. All of your disqualifications have been oral? 

Mr. Caupuie. Yes, sir, they have been oral, yes, sir. I told them 
to make a record of it, though. 

Mr. DeWtnp. You told them to make a record in the file? 

Mr. Cavupie. Yes, sir. 

Mr. DeWinp. Now, can you tell us the names of any of those cases 
where you did so disqualify yourself ? 

Mr. Cavupie. Well, I think the one of most recent date was the one, 
a elvil action, that Mr. Milton Kronheim brought in the Court of 
Claims. It must have been about a month or so ago. Because I had 
been close to Mr. Kronheim and had some business dealings with him. 
I thought I should disqualify myself. He was bringing the action, 
I went down to see Mr. Andrew Sharp, and I told Mr. Sharp I abso- 
lutely would like for his records to show that I was disqualified in 
the matter, and | would like for all of the proceedings and procedure 
to be in somebody else’s name in charge, and not mine, sir. 

Mr. DeWrnxp. When did you say you did this? 

Mr. Caupte. I believe it must have been about a month or so ago, 
when I heard about it. 

Mr. DeWrnxv. Was that when you first heard of this lawsuit ? 

Mr. Caupir. Yes, sir. 

Mr. DeWinp. How long had the suit been pending when you heard 
of it? 

Mr. Cavpie. I don’t know, Mr. DeWind. I just don’t remember. 

Mr. DeWrnp. It was a suit pending in your Division, or pending 
in the Court of Claims, a matter before the Tax Division / 

Mr. Cavour. That is right, sir. 

Mr. DeWinp. How did vou come to learn about it? 

Mr. Cavpie. Well, 1 just don’t remember, Maybe Mr. Sharp told 
me. Maybe someone in the Division told me. I just don’t remember 
who it was who told me, but I heard about it. 

Mr. DeWtnp. In any event, you made your disqualification within 
the past month. Were there any other cases earlier than that ? 

Mr. Cavupie. I do not remember of any right now, Mr. DeWind. 
I just can’t recall of any. 

Mr. DeWtnp. Do you think there were any? 

Mr. Cavupte. I just can’t recollect it now, sir. I just don’t know. 
But I think that is the honorable thing to do, to keep vourself above 
suspicion and keep your Division above suspicion, like judges dis- 
qualify themselves when they go to the Supreme Court, over here. 

Mr. DeWinp. Mr. Caudle, you said at the time you got this car 
from Mr. Beaty, the 1947 Chevrolet that you paid nothing for, you 
were not in the Tax Division. 

Mr. Gattacuer. You said that he paid nothing for it. I think 
that is a misstatement. 

Mr. DeWinp. He gave the old car for the new car and paid nothing 
for it. 

Mr. Gatiacuer. State the facts just as he gave them to you. 
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Mr. DeWrunp. Isn’t that the fact ? 

Mr. Gattacuer. No; that is not the whole story. 

Mr. Cavpie. The old ear was applied on the purchase price. 

Mr. DeWinp. In what regard was that statement inaccurate? He 
took your old car, gave vou the new car, and you paid nothing for it. 
Is that right / 

Mr. Gaueacuer. My quarrel was with your question. You said 
“that vou paid nothing for.” That is not the fact. 

Mr. DeWinp. Is it a fact that he got the new car for the old ear and 
paid nothing else ¢ 

Chairman Kine. I think the record is quite clear how that trans- 
act ion was consummated. 

Mr. Gautsacuer. The old car was sold, and the price of the old car 
was applied against the new car. 

Mr. DeWinp. Mr. Beaty took the old ear and sold it. and Mr. Candle 
took the new car and paid nothing further. 

Mr. Caupie. I think the man who got the car sent mea check for it, 
after it was sold. and I sent it to Mr. Beaty. That is so long ago. 
That is the best IT can recollect. 

Mr. DeWinp. I guess there is no disagreement about the transaction 
now, 

In 1947, vou were transferred to the Tax Division / 

Mr. Cavpoie. Around September, ves. 

Mr. DeWinxp. And shortly after that, did you not borrow from Mr, 
Beaty a 148 Chevrolet and use it for a period of months? 

Mr. Caupue. Yes, sir. 

Mr. DeWinp. This was after you were in the Tax Division / 

Mr. Caupur. After IT was in the Tax Division, and after, too, T had 
disqualified myself from anything about Mr. Beaty. L remember 
that T never had taken my children West, and T wanted to get a little 
larger car if LT could and take my family. LT have four ehildren. 
And IT wanted to go oul West and argue cases in the cirenit court. 
And [T had talked with Mr. Nicholson about a car. And he told me 
that his secretary was the sister of a Lincoln-Mercury distributor down 
in Florence, S.C. And he told me that he thought that T could get a 
ear, at a distributor's price, down in Florence. Consequently, he said 
he would let me know. And T did not know this. Ele brought it up 
tome. And I felt like that if I was going to get a car, that was the 
hest time to let the ear be sold, pon the open market. And T think 
that was in 1TD4S, 

And I remember that in the meantime. T had carried the car down 
and left it with Mr. Beaty to be sold. And I was about to come back 
on the train, when he said that he had an extra car that he would 
loan me fora while. And, Mr. DeWind, I did not have any hesitancy 
whatsoever to borrow his car. I left my car down there with him. 
And I called up Mr. Nicholson about once every 2 weeks. T know 
that IT called him many times, and I thought for up to 4 or 5 montis 
l was going to get the ear. And I was going to apply the purchase 
price of the car on that other car T was going to get. 

It turned out that this gentleman—a member of his family died, 
and he couldn't go through with it, which he would have liked to have 
done, to accommodate Mr. Nicholson’s secretary, and then I got in 
touch with Mr. Nicholson, and he said he would try to help me get 
another car. And Idid. I got another antomobile. T paid S717 down 
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and gave a thousand-dollar note to the City Chevrolet Co. for the 
balance. 

Mr. DeWinp. Mr. Beaty had nothing to do with that transaction ¢ 

Mr. Caupte. I think Mr. Beaty helped in the matter. 

Mr. DeWinp. What did he do in the transaction ¢ 

Mr. Caupte. I do not know, but I think he talked to Mr. Paul Aber- 
nathy about letting me have a car. 

Mr. DeWinvp. Did vou get the ftleet-discount price on that car, too 4 

Mr. Caupue. I think so. Mr. DeWind,. but Tam not sure. Lam not 
sure. 

Mr. De WILnp. That is the fleet-discount price that Mr. Beaty eli 
joyed because of his taxi business ¢ 

Mr. Caupue. Well, whatever it was, sir. I know he bought a lot 
of cars every year from down there, and I know he helped out a lot 
of his friends this way. 

Mr. DeWinxp. Have you since that time bought any other Chevrolet ¢ 

Mr. Caupte. I think I bought one in 1951. 

Mr. DeWinv. Did you get that from Mr. Beaty, too 4 

Mr. Caupte. I got it from Mr. Abernathy. Mr. Nicholson got that 
one for me. if T remember. 

Mr. DeWinp. Did vou get it through Mr. Beaty ¢ 

Mr. Cavupte. | believe I got it through Mr. Nicholson, and my 
brother helped me get that car. What they did. I dont know. Mr 
Beaty may have assisted in the matter. I don’t know. 

Mr. DeWInp. Did you vet the fleet cisecount price on that car? 

Mr. CAUDLE. Probably l did. There must have been some discount 
about the thing. I paid for the car, though. 

Mr. DeWInp. Hlow long cid you borrow the 14s Chevrolet ¢ 

Mr. Cacpnue. Thad this car for 4 or 5 months, | think. Mr. DeWind. 
Dhad it that long. I know. IT called up Mr. Beaty two or three tine 
about it. and he said he was not needing the automobile. | thouelhet 
there was nothing wrong in doing soosir LT think he is a wood man 
hought it might have been improper, but T didn't 
think so. Tt certainly was open and above. 

Mr. Curtis. Mr. Chairman, may Task a question ¢ 

hairman Kine. Mr. Curtis will inquire. 

Mr. Curtis. Now. do ] understand that there was. or there wasn't a 
ease pending inthe Tax Division of the Department of Justice for i 
vestigation or processing against Mr. Beaty 

Mr. Cat DLE. The ‘Tre Was ho case pending in the Department of Ju 
tice of any kind agaist Mr. Beaty, none. 

Mr. Curtis. Has there been 4 

Mr. Cavconie. No, sir: never has been. As far as I know. none. No 
case Was ever sent over to the De ‘partment of Justice by the Sureau of 
Internal Revenue for Mr. Beaty: never has. ‘There never has. Mr. 
Curtis. 

Mr. Curris. But you disqualified yourself against a case that wasn’t 
thefe, 

Mr. Cavpie. 1 disqualified myself against even a possibility of a 
case coming over to my place: just cut myself loose completely. 1 
never knew the merits of the investigation. I just didn’t know any 
thing about it. [did net know anything about it. But I knew one 
thing. Twas trying my best to do everything I could to sever myself 
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from anything about it, if there was any possibility there was one 
coming over. 

Mr. Curtis. But you had knowledge that there was a case in the 
Bureau of Internal Revenue? 

Mr. Caupie. Yes, sir. I didn’t have any knowledge, except I be- 
lieved—I never talked to anyone about the thing, if I remember, Mr. 
Curtis, but I believe that there was a case over there against the young 
man, because—I will tell you—it was confirmed by that, because when 
Mr. Paul Irvin came to see me from Charlotte—— 

Mr. Curtis. Mr. Beaty told you about it on the way to New York, 
didn’t he? 

Mr. Cavupie. Mr. Beaty told me in 1945 that they had begun in- 
vestigation on him, and that was really when I first knew for a posi- 
tive fact. That was in 1945. 

Mr. Curtis. You had had some information coming along about it, 
hadn't you? 

Mr. Cavoie. Mr. Curtis, I may have had, but if so, it came to me 
without solicitation. 

Mr. Curris. At any rate, you had that information in mind at the 
time you called Mr. Oliphant, did you not ? 

Mr. Cavoie. I had that information in mind when I became in 
charge of the Tax Division, and, Mr. Curtis, I did not know any way 
in this world to sever myself but to call up the chief counsel and to 
tell him that I would disqualify myself. 

Mr. Curtis. Did you have that information in mind when you bor- 
rowed the car from him ? 

Mr. Cavupte. No, sir; no, sir. I had disqualified myself, I believe— 
if I was in the Criminal Division, I don’t know when I borrowed the 
car from Mr. Beaty. I just don’t remember. 

Mr. Curtis. I believe the testimony is here that it was 1948. It was 
a 1948 Chevrolet, so it would have to be after that. 

Mr. Caupie. Yes, sir. 

Mr. Curris. You were in the Tax Division then? 

Mr. Cavoie. Yes, sir: I disqualified myself, too, Mr. Curtis. 

Mr. Curtis. Yes; even though you were fully aware that there was 
an investigation going on, and) you were so aware of it that you called 
Mr. Oliphant and you wanted it understood that you did not want to 
have anything to do with that, still you proceeded to accept the loan 
of this car, at the time that vou were head of the Tax Division. 

Mr. Caupte. Yes, sir; after I had disqualified myself completely. 

Mr. Curtis. Well, you did not disqualify yourself with Mr. Beaty. 

Mr. Caupie. I told Mr. Beaty a long time ago, after that Judiciary 
hearing over here, where I was so embarrassed—I told Mr. Beaty that 
under no circumstances would I ever talk to anybody about the case. 
He said he never would mention to me about the case. And I will tell 
vou the fact. No one has, if I can remember. I just wouldn’t talk 
to nobody about it. Now, Mr. Curtis, what would you have done, if 
you had been in my similar position ? 

Mr. Curtis. I think if you were to have disqualified yourself, you 
should have disqualified yourself not only with the Government but 
with Mr. Beaty. 

Mr. nena. He knew this. 

Mr. Curtis. But you accepted his car after that, did you not? 
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Mr. Caupte. Yes, sir; I did accept his automobile for a loan. It was 
only for just a little while. I kept it too long; L sure did. But I dis- 
qualified myself, though, sir. 

Mr. Curtis. Well, had you disqualified yourself, you would have 
said you couldn't have borrowed the car. 

Mr. Caupte. Sir? 

Mr. Curtis. Had you disqualified yourself, you would have said 
you couldn’t have borrowed the ear. 
~ Mr. Caupie. I don’t quite understand what you are getting at, Mr. 
Curtis, except that I just know there was nothing on this earth that 
would have placed me in a position to consider a case that Mr. Beaty 
was in, because I was going to disqualify myself and have nothing 
to do with it. I told Mr. Beaty that. ‘Told his attorneys that; any- 
body who asked me that, I told them that. 

Mr. Curtis. But you did not feel impelled to reject these favors? 

Mr. Caupie. No, sir; I didn’t. The boy was a friend of mine, sir. 
I didn’t feel like it was wrong. If I had, I certainly wouldn’t have 
done it. 

Mr. Gautiacuer. Mr. Chairman, may I give Mr. Curtis a piece of 
information which I think might help his thinking? 

Chairman Kine. You may, Mr. Gallagher. 

Mr. Gauttacurr. Mr. Curtis, Mr. Beaty is here, and, as I say, his 
present counsel, Mr. Nicholson. 

Mr. Curtis. You so informed us. 

Mr. Gatitacuer. Yes. And they will tell you that—I have for- 
gotten the year, maybe 1948 or some such time—the Bureau of Internal 
Revenue, over the signature of Mr. Oliphant, according to my under- 
standing, advised Mr. Beaty’s then counsel that the Government had 
no criminal tax case against him, and that they were sending it back 
to the field at Charlotte for civil settlement. 

Mr. Curtis. Now. I want to ask you a question, Mr. Caudle. Does 
your section in the Department of Justice also handle civil cases for 
the Department of Internal Revenue ? 

Mr. Cavpie. We handle civil cases brought by taxpayers. But 
we have no administrative function whatsoever in the Bureau. None 
whatsoever. 

Mr. DeWrnp. As a matter of fact, Mr. Caudle, you handle all the 
appeals, don’t you, in cases brought by the Government ¢ 

Mr. Cavpte. We handle all the appeals from the Tax Court. 

Mr. DeWixp. Or from any other court ? 

Mr. Caupie. Well, now, suppose Mr. Beaty—— 

Mr. DeWrnp. I don’t want to belabor the point. Just isn’t it a 
fact that you handle all appellate litigation as well as suits brought 
in the district court and the Court of Claims? 

Mr. Caupie. We handle all the appellate litigation from the Court 
of Claims and from the district courts of the United States. 

Mr. Ganitacuer. May I say something, Mr. Chairman? 

Chairman Kine. You may, Mr. Gallagher. 

Mr. GaLitacuer. Mr. DeWind, I am afraid that the question that 
vou put, or rather the statement that you volunteer, might create an 
improper impression. It is true the Government, the Department of 
Justice, defends cases brought by plaintiffs against the Government 
to recover taxes, but there hasnt been any showing here, and there 
won't be, that Beaty had any such case, nor will there be any showing 
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here that the Government had any criminal case against Beaty that 
ever went to the Department of Justice. 

Mr. Cavupie. And from what the attorneys tell me, they haven’t 
even got a civil case against the boy. 

Mr. Gautacuer., You can inquire fully from Mr. Nicholson, Mr. 
Chairman. He will give vou in detail the status of these tax cases. 

Mr. Cavour. Yes, sir: TI have been thrown into this thing, here, 
with—all right. That is all. 

Mr. Curtis. Mr. Chairman ? 

Chairman King. Mr. Curtis. 

Mr. Curtis. In view of the last statement of counsel for the witness, 
I think it also should be pointed out for the record that the appearance 
of the Department of Justice in appeal cases is not confined to cases 
instigated by the taxpayers, but it pertains to all cases, including those 
where the Government brings a suit for the collection of taxes, 

Mr. Gausacuer. Well, that is true. The Solicitors Ollice handles 
appeals, Mr. Curtis. [T understand that. 

Chairman King. LT believe that Mr. Caudle would perhaps be better 
qualitied to relate the duties of his office in the Department of Justice 
than anvone else present, 

Mr. Caupie. This matter now, Mr. Chairman, is in the collector's 
ollive in Greensboro. It is an administrative matter, And if they 
cant get together and settle it down there, then, of course, they will 
have to go into the Tax Court with the thing. And the Department 
of Justice does not appear in the Tax Court at all. It only appears 
after decision has been handed down and an appeal has been taken 
from the Pax Court either on the part of the claimant or on the part 
of the Government. 

Chairman King. Very well, Mr. Caudle. 

Mr. ay WuNp. Well, Isnt it il fact, Mr. Caudle, that you accepted 
the La car, for which you did not pay anything except your old car, 
and the use of the 1D4S carvat atime when there was a consideration of 
this case from the point of view of possible criminal prosecution 4 

Mr. Cavupie. Not in the Department of Justice: over in the Bureau 
of Internal Revenue. 

Mr. DeWinp. In the Bureau of Internal Revenue: is that right ¢ 

Mr. Caupur. Yes. sir. And 1 didn’t know the merits of it over 
there and wouldn't talk to anybody about it. 

Mr. DeWinp. As a matter of tact, at that time had you not told 
Mr. Oliphant that this Beaty case was related to Mr. Littlejohn, who 
had some malicious intent toward you, and that Mr. Littlejohn was 
trying to get at you through Mr. Deaty é Tladn't you told Mr. Oh- 
phant that ¢ 

Mr. Cavour. T may have told Mr. Oliphant that, Mr. DeWind. 1 
just can’t recollect it right now. IT certainly don’t deny that LT would 
have told him if I thought about it. 

Mr. DeWinxp. Was that what you considered disqualification from 
the case ¢ 

Mr. Cavupir. Sir? 

Mr. DeWinp. Was that how you considered disqualification would 
operate? That you would thereafter discuss with Mr. Oliphant vour 
relationship to this case ¢ 

Mr. Cavour. Well, I will tell you one thing. I think I talked to 
Mr. Oliphant about the case—and this is just the best I can recollect, 
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t Mr. DeWind—when all these facts came in to me about the rackets 
and things in Charlotte. JT told him of a conversation with Mr. Cox. 

t Mr. DeWinp. Well, now, isn’t it a fact, Mr. Caudle, that you told 


Mr. Oliphant in your view vou didn’t think there was anything to this 
case, that it was a malicious attack on Beaty and through Beaty on 
you! 

’ Mr. CAUDLE. I don't believe I ever told Mr. ¢ Niphant that. lL dont 
believe I dic. Mr. DeWind. I don't see any reason wis | should have 
told him about it. 

Mr. DeWinp. Well, if vou thought that, I can see some reasons 


> why. But the question is. here: Did you tell him. Mr. Candle ¢ 
e Mr. Cavupne. Ldon’t remember that I did. sir. 
s Mr. DeWinn. Do vou remember clearly that you didn’t / 
e Mr. Cavupie. I do not remember that I told him. 

Mr. DeWinp. Is it possible that vou did ¢ 
S Mr. Cavuone. Ido not know, sir. 

Mr. DeWinp. It is quite a serious matter, isn’t it ¢ 
r Mr. Cavone. Mr. DeWind. it may be a serious matter, but LT tell you 
v I just don't remember. 

Mr. DeWixp. Well, to some people at least it might seem like pres 
5 siire on Mr. Oliphant hot to prosecute the case, | dont SiN you 1} 
) tended it as such, but 
Mr. Cavpnr. LT tell you vou T never intended for anything of pres 
t sure on this case, sir. And FE just don’t remember when [ talked to 
> Mr. Oliphant about it. but I have a vacue recollection [ talked to Mr. 
i Oliphant about the matter after Thad told him about my conversa 
t tion with Mr. Cox. 


Mr. 1) Winn. Dont you havea verv clear recolle ‘tion that vou told 
Mr. Oliphant that this case had nothing to it. that it was a deliberats 


| attempt by Littlejohn to get at yout 
, Mr. Cavnnr. T dent remember that T did. 
f Mr. DeWinp. It is possible? 
Mr. Cacpner. I jtist don't recollect that. sir. l yuist don't recollect 
Mu that. sir, TP just cant recollect it. TP just don’t have any recollection, 


Mr. DeWind. TT just don’t know, sir. 
Mr. DeWixn. Now, Mr. Caudle, are vou indebted to Mr. Keit! 


r Beaty for auv amounts mm addition to the S285 for the L947 ear? 

Mr. Cavpnr. T think that is the only thing in the world IT am in 
1 debted to him for, str. 
0 Mr. DeWiunp. Well, Wits there any other pried bteciness outs! ining 
s within the past vear? : 


Mr. Caupie. None that IT know of. sir. None that I know of. sir. 
Mr. 1) Wiunp. Have you received any other wifts or favors from 


l Mr. Beaty since vou became an Assistant Attorney General / 

1 Mr. Cacpie. LT don't think that IT have. IT think he gave one of mis 
children a little radio when she graduated. Little Rose. A. radio. 

nl [don't think I received any gifts from the gentleman at all. 


Mr. DeWinp. You have received ho aifts of “Any substance / 


Mr. Caupie. None that I can think of now. T cannot think of 


d anything, sir. 

r Mr. DeWinp. Mr. Caudle, in appearance before the committee in a 
closed session, vou said, “I think L borrowed from Mr. Beaty four on 

oO five hundred dollars.” , 

Ly Mr. Cavpur. Oh, ves. 
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Mr. DeWinp. “And gave him as security some Government bonds 
that Thad. I wanted to do so, and I think I reduced that debt down to 
about $200,” 

Mr. Caupie. Yes, sir. I told you that. That was away back during 
the war, way back when I was living in Wadesboro, and I was United 
States attorney, and I think I borrowed $500 from the young man and 
put up some Government bonds as security, and I think I reduced 
that down to about $200. I don’t know. And then he had this little 
case, or one or two cases down there in Wadesboro, and it was settled, 
and I think we butted off. I think that is the way the whole thing 
was ended, and I paid up the whole thing in full. That is a long 
time ago. ‘That has been, let’s see—that has been 6, 7, 8—probably 
S vears or 9 years ago, L reckon. Nine years ago. 

Mr. DeWinxp. Well, is there some confusion in reference to that 
balance? You said: “And I tried to pay the balance several times. 
I remember when my nomination came up, here, as Assistant Attorney 
General of the United States—” and then you said: “I know one 
thing, that I tried to pay the man.” 

Mr. Cavupie. That was before then, about the automobile balance. 

Mr. DeWinp. Possibly there was some confusion about that. 

Mr. Cavpie. Some confusion about it, Mr. DeWind. 

Mr. DeWinp. Mr. Chairman, it is 1 o’clock. 

Do vou want to call a recess ¢ 

Chairman Kine. The committee, without objection, will recess until 
tomorrow morning at 10 o’clock, to afford members of the staff, with 
counsel, a conference at the Department of Justice in connection with 
files bearing on this and other cases. 

The committee will now adjourn until 10 a. m. tomorrow morning. 

(Whereupon, at 1 p. m., Monday, November 26, 1951, the hearing 
was adjourned, to reconvene Tuesday, November 27, 1951, at 10 a. m.) 
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TUESDAY, NOVEMBER 27, 1951 


House or RepreseNntTATIVES, 





SUBCOMMITTEE ON ADMINISTRATION OF THE 
INTERNAL Revenue Laws or THE 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 


The subcommittee met at 10:10 a. m., pursuant to adjournment, in 
the main hearing room of the Committee on Ways and Means, New 
House Office Building, Hon. Cecil R. King (chairman of the sub- 


committee), presiding. 


Present : Representatives King, O'Brien, Keogh, Curtis, and Byrnes. 
Also present: Representative Mason, member of the Committee on 


Ways and Means. 


Committee staff present : Adrian W. DeWind, chief counsel to the 
subcommittee; Charles S. Lyon, assistant counsel; Howard D. Levine; 
James Q. Riordan; Stanley S. Surrey, special counsel; and Charles 


W. Davis, clerk of the Committee on Ways and Means. 


Chairman King. Mr. Caudle, will you come forward, sir? 


vou make yourself comfortable. 
Mr. Caupte. Yes. sir. 


Mr. Gatnacurr. Mr. DeWind, will you indulge me a moment, sir? 

Mr. Chairman, I would like to bring a situation to your attention, 
to see if something can be done about it. At the request of Mr. Nich- 
olson and Mr. Beaty and Mr. Charles Caudle—they asked if it would 
be possible, without interfering with the presentation of the wit- 
nesses in the order that you contemplate, for you to hear them first. 
They have business engagements at home, and they point out that they 
are under the necessity of making a living, and if it would be at all 
possible to accommodate them by hearing them first they would be 


extremely appreciative. 
Chairman Kine. Will you excuse us a moment ? 
Mr. Gatnacuer. Yes, sir. 
(Brief consultation among committee members and staff.) 


Chairman Kine. Mr. Gallagher, inasmuch as the committee has not 
requested or subpenaed Mr. Nicholson or Mr. Beaty, we will not be 
able to afford them an opportunity this morning. But counsel will 
confer with you at noon today to see what we can do under the cir- 
cumstances to expedite whatever they might have to offer, so that 


they can return. 


Mr. Gattacuer. Thank you, Mr. Chairman. That is reasonable 


enough. 
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TESTIMONY OF THERON LAMAR CAUDLE, FORMERLY ASSISTANT 
ATTORNEY GENERAL IN CHARGE OF THE TAX DIVISION OF THE 
DEPARTMENT OF JUSTICE, ACCOMPANIED BY HIS COUNSEL, 
BERNARD J. GALLAGHER, WASHINGTON, D. C.—Resumed 


Mr. DeWinxp. Mr. Caudle, vesterday vou testified concerning a tel 
ephone conversation you said you had with Mr. Oliphant regarding 
the Beaty tax case, 

Mr. Cavour. Yes. sir. 

Mr. DeWinp. Can vou establish the time of that conversation ‘ 

Mr. Catpure. Mr. DeWind, I don’t believe T can, sir. 

Mr. DeWinp. Well, can vou establish what vear it was in? 

Mr. Cacoue. | know it was when—lI think, Mr. DeWind—it was 
when | first came into the Division. 

Mr. DeWinp. You mean in 19474 

Mr. Cacoie. I think so. sir: sometime in 1947, 

Mr. DeWinp. When did you transfer to the Tax Division? What 
was the date / 

Mr. Cavone. Mr. DeWind, Tam not sure. but | think it was in the 
fall, probably 1 September or October. 

Mr. DeWinp. Of 19477 

Mr. Cacone. Yes, sir. 

Mr. ly WINb. Now, Wits ats record of thrat telephone conversation 
made in your ollice / 

Mr. Cavoie. Mr. DeWind, 1 just don’t know, sir, whether there was 
a record made or not. sir, L just remember that T called up Mr. 
Oliphant. 

Mer. DeWisnp. Have vou tried to find out whether there was or was 
hota record 4 

Mr. Caupre. | don’t believe | have. 

Mr. DeWinp. You remember the matter came up ata closed session ¢ 

Mr. Catupie. Yes, sir. 

Mr. It WiuINpb. As tow hether or hot Vou hisecl mide a record : 

Mr. Cavour. Yes. sir. TP don't know whether I talked to Mr. Oh 
pliant over the pr iviate phone that | have there, which would hot go 
through the secretaries, or whether T called him over the secretarial 
phone. T don’t remember, 

Mr. DeWinp. Why would you call hin on a private phone ¢ 

Mr. CAUDLE. Somet bmnes the other phones ure tied ‘ip. I just don’t 
know. sir. Lcould use either one of the phones. 

Mr. DeWinp. You rather think there was no record made / 

Mr. Caupnir. T don't believe | wrote him a letter. 

Mr. By WiINp. No: I enn a record of your conversation, 

Mr. Cacupne. TF just don’t know, sir, but Tecan sure try to find out 
for vou. 

Mr. DeWInp. Have you not, already Y 

Mr. Cvvupte. No, sir: L haven't tried yet. Mr. DeWind. 

Mr. DeWinp. Now, at the time of that conversation, did you dis 
cuss anything else with Mr. Oliphant about the Beaty case 4 

Mr. Cacpie. You know, yesterday you asked me that question, 
and I just don't know. You asked me, | believe. whether or not I 
mentioned Mr. Littlejohn in the matter. T just don’t know whether 
I did or not. T would say that it would be reasonable that T did do 
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so. but I really just dont remember. DT remember emphatically call 
ing the gentleman over the phone ana telling him about the matter. 

Mr. ia WuNp. Would it be possible that thos telephone call in fact 
took place rr DShESd 

Mr. Caupie. LT dont know. sir. TP don't know. Mr. DeWind, whether 
it did or not. My | { lipression is that | talked to Mr. Oliphant 
shortly after T came mto the Division, but TL ecant be positive about 
the dates But | sure know Ltalked to him. 

Mr. DeWinp. Well, vou said vesterday that as soon as vou trans 
ferred to the Tax Division vou proceeded to disqualify vourself, 

Mr. Cavpoir. That is ney best impression right now, sir. 

Mr. DeWinp. Then if it turned out that the telephone conversation 
was in M4 that wouldnt seem to bear much relationship to the time 
of vour transfer, 

Mr. Cavupnr. Well. sir. if that is the way it was. it sure wouldn't. 
but I know f talked to him. and it was my intention for the gentle 
man to know how | felt about the matter. 

Mr. DeWinxp. Could it be at the time of that conversation vou didn't 
really call about the disqualification primarily, but vou called up to 
say that this was a spite case involving Mr. Littlejohn and Mr. Beaty 
and yourself ¢ 

Mr. Cat DLE. No. Mr. ey Winal. Ii is hard for me to remeniber that 
far back, when the trunk lines in my office were so voluminous with 
ealls, There were three a minute. | can't remember the details, ex 
cept that TL yust remember that T called Mr. Oliphant. and T thought 
I called him shortly after L came into the Diy ision. 

Mr. De Winn. Well. | thouglit vou said this Was a matter of very 
real personal hi portane eto Vou, 

Mr. Caupir. Yes. sir: [felt that way about it. that it was, sir. 

Mr. DeWinp. How do vou account for the fact that vour recol 
lection seems to be so hazv about it / 

Mr. Cxupie. Mr. DeWind. T don’t know, sir. T have tried my best 
to recollect, I just cant be ho more accurate than | have tole Vor, 

Mr. DeWinxp. But in trving to recollect, vou have not made any 
effort to see t there wis nm record in vour oflice threat wotld help vou 
to recollect / 

Mr. Cavupie. Well. sir. T haven't tried, 

Mr. DeWinp. T think it would have been helpful to this committe 


if. 


over the weeks nvolve il, Vou ould have mince Ole SuUCTL ¢ fort. 
Mr. Caupie. L will certainty see my secretary. cheek with my notes, 
and see, . 

Mr. DeWinp, At the present time, vou couldn't say whether the 
ol ly enll Vou thiaide Was a call in connection with Littlejohn 3 Col 
nection with the Beaty case and also the time at which you thouglit 
that a tax investignt on of Mr. Littlejohn should be undertaken / 

Mr. CAUDELE. No, sir. | remember dlistinet ly talking 10 Mr. ()]}1- 
plant some time, and | don’t recall where it was, Whether it was on 
the phone or whether | “aw hin personally, al 
with Mr. John Cox. 

Mr. DeWinp, Was that the time that you brought up this dis- 
qualification matter / 

Mr. CAUDLE. No. sir: | brought it up before then. 
Mr. DeWinp. You are sure of that / 


Mr. Caupte. Iam almost positive of that; ves, sir. 


out my conversation 
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Mr. DeWinp. Did you speak to Mr. Oliphant about a tax investiga- 
tion of Mr. Littlejohn before you spoke to Mr. Cox, or after you spoke 
to Mr. Cox? 

Mr. Caupie. No, sir; I don’t believe—I think, Mr. DeWind, the best 
I can recollect is that I called up Mr. Woolf, who is the head of the 
Intelligence. I think I did. 

Mr. DeWinp. You mean, that was your first step / 

Mr. Cavupie. I think so; yes, sir. I think that was my first step. 

Mr. DeW inv. How about a record of that conversation ¢ 

Mr. Cavupte. I do not know whether I have, but maybe they may 
have one. I don’t know, sir. 

Mr. DeWinxp. When do you think that occurred ? 

Mr. Cavpie. Mr. DeWind, let me see. It must have been a year 
ago, or maybe a little bit more than a year ago, in my best recollection, 

“Mr. DeWrxp. Would it be back in'1949¢ 

Mr. Caupie. I just don’t remember, sir. I just don’t remember. I 
certainly wish I could, so IT could tell you, but I don't. 

Mr. DeWixv. Have you made any effort to determine the facts on 
that from an examination of your records? 

Mr. Caupier. No, sir, I haven't. But I will try. 1 know that 
surely Mr. Cox has got a record of when he came over to see me with 
Agent Kennedy, because I had a conversation with these gentlemen 
at that time in my office. 

Mr. DeWinxp. Did you make a record of that meeting / 

Mr. Cavpie. No, sir; I did not. 

Mr. DeWinp. So, at the present time, you cannot recall when you 
first talked to Mr. Oliphant about the Beaty case in any way ¢ 

Mr. Cavour. No, sir: I can’t, except my best impression was that it 
was shortly after T came into the Division. 

Mr. DeWinv. Well, if that is your recollection, could it possibly be 
that it did not occur until 1949? 

Mr. Caupie. Well, you see, I came into the Division in 1947, and my 
best recollection is ths at if I talked to him shortly after L came into 
the Division; it would have been before 1949. Maybe Mr. Oliphant 
has a record of it. Maybe he recollects it. May so, sir. It certainly 
Was on my mind. 

Mr. DeWinp. Now, let me see 1f I can get it clear at all. At the 
time you spoke to Mr. Oliphant the first time about this disqualifica- 
tion, is it possible that you then took up with him your feeling about 
the Beaty case and Mr. Littlejohn ¢ 

Mr. Caupie. I know one thing, Mr. DeWind, that I never did dis- 
courage Mr. Oliphant, if there was a case against Mr. Beaty, not to 
send it over to the Department of Justice. 

Mr. DeWinp. That is not what I was asking. 

Mr. Cavupte. But whether or not I talked about Mr. Littlejohn at 
the time I talked to him—it certainly is reasonable to think that I 
would, because I had been very much embarrassed. 

Mr. DeWinp. Didn't you indicate to Mr. Oliphant that you didn’t 
think there was anything to the Beaty case? 

Mr. Cavpie. No, sir, Mr. DeWind. I am almost sure I didn’t, be- 
cause I did not know the merits of the Beaty case. I had not discussed 
it with any of their attorneys. I would not let their attorneys even 
discuss it with me. And I just did not know what were the merits 
or the demerits of the matter. That is the best I can recall, sir. 
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Mr. DeWinpv. Didn’t you say here yesterday that it was your under- 
standing that the Bureau agents had never discussed the Beaty case 
with Mr. Beaty / 

Mr. Caupie. Yes, sir. 

Mr. DeWinv. Then you must have discussed it with somebody, to 
learn that. 

Mr. Cavupie. Well, sir, I know this, that since that criminal thing 
was over, I remember | talked with Mr. Nicholson, and I think 
also talked with Mr. Beaty. And I think that both of the gentlemen 
told me that during the 6 years that he was investigated Mr. Beaty was 
never interrogated on his financial affairs by an agent at all. And 
these gentlemen are here now, and that can be established as a fact 
whether that is so or not, but [think I had that impression from them. 

Mr. DeWinv. Now, one other matter, Mr. Candle, from vesterday, 
that I hope we can get some clarification on. That was the trip that 
you made with Mr. Beaty to New York, 

Mr. Caupue. Yes, sir. 

Mr. DeWinp. Can you establish the date of that more definitely? 

Mr. Cauptr. Well, the date of that trip is in the Judiciary hear- 
ings on my confirmation before the Judiciary Committee, and I don’t 
remember the date, but it certainly is there, and it is also in that 
memorandum that you referred to, that I gave to the FBI. 

Mr. DeWixvp. Well, that at the moment doesn’t help me to estab- 
lish the date. Can you establish the date ¢ 

Mr. Cavupie. Yes, sir. It was certainly before I received the nomi- 
nation or the mvitation from Mr. Clark as Attorney Greneral to come 
to the Department of Justice. 

Mr. DeWinp. All right. Now, what was the purpose of the trip 
to New York ¢ 

Mr. CAUDLE. Well. | Te 1] vou, Two things, for me, 

In the first place, 1 wanted to go to Washington. I was going 
ret 2. Mrs. Caudle had a great-aunt, very old. who lived in the Me 

Alpin Hotel. Her name was Mrs. Josephine Reed. Most all of the 
he wnbe ‘TS of Mrs. Cuucdle’s family had seen Mrs. Reed ana had visited 
her. And the last time. 1 believe, 1 had seen Mrs. Reed was when she 
was In Wadesboro with her other two sisters, who had died in the mean- 
time. And she was old and feeble, and I wanted to see her, and I did 
See her. I had lunch with her once or twice. She was very feeble. 
And later I remember Ll went over to Smith College at Northampton, 
later on, after I became Assistant Attorney General, and I came by 
the McAlpin Hotel to see her. 

Mr. DeWinp. Excuse me. Does this all have a bearing on your 
reason for the trip to New York / 

Mr. Cyvpie. Certainly that was one of the reasons why I went. 

dsut T didn’t go for business reasons. 1 did not go to assist Mr. Beaty 
in any transaction, and I did not know of any transaction that he had. 

Mr. DeWinxp. You say you do not know the purpose of Mr. Beaty’s 
trip to New York? 

Mr. Caupie. No, sir, I do not know. sir. I cannot recall it. 

Mr. DeWinp. Well, did you at any time say that the purpose of 
your trip with Mr. Beaty to New York was to help out on some liquor 
matter for Mr. Beaty ? 

Mr. Cavpur. No, sir, Mr. DeWind. I sure didn’t. 
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Mr. DeWinp. Well, did vou know whether there was some liquor 
business Mr. Beaty had in New York ¢ 

Mr. Cavupur. I did not know. sir. T can’t recall that I did. If 
there was any, the gentleman didn’t tell me. And T saw very little 
of him when I was in New York. 

Mr. DeWixp. Were you with Mr. Beaty at any meetings in New 
York / 

Mr. Cavour. No. sir, none that I remember. 

Mr. DeWinxp. Did vou say none that vou remembered / 

Mr. Cacpne. None that T remember. I can’t reeall of being in a 
single meeting that he was in, or being in any conference that he had 
with anybody. T just absolutely didn’t have anything to do with 
his business. 

Mr. DeWinp. You feel quite pesitive, then, that vou did not attend 
anv meetings or did not discuss business / 

Mr. Cavour. Yes, sir: [feel very positive about that, sir. 

Mr. DeWinp. All right. Under those circumstances, would there 
be any reason why Mr. Beaty should pay the expenses of your trip‘ 

Mr. Caupur. No, sir. 

Mr. De Wiunp. Well. can Vou say definitely that he did not? 

Mr. Cxvpie. Mr. DeWind, TP will tell you. It is a long time ago. 
It is back in either 1945 or 1944. the latter part of 1944 or 1945. I 
cant remember when it was. jut my best recollection is that L paid 
my expenses, “That is my best recollection. 

Mr. Curris. Mr. Chairman, may [ask a question or two 

Chairman Kine, Mr. Curtis will inquire. 

Mr. Curtis. Mr. Caudle, when was the last time that vou were Mr. 
Beaty's attorney Y 

Mr. Cavoue. Mr. Curtis. I was never Mr. Beaty’s attorney. T as- 
~isted Mr. Beaty in, I think, two small matters in my county. 

Mr. Curtis. And when was that / 

Mr. Cavupne. T just don’t know, sir, It must have been—it was 
during the middle of the war. It must have been in 1942 or 1943, 
somewhere along in there, sir. I just don't reeall. sir. 

Mr. Curtis. You have never been employed as lis attorney since 
then / 

Mr. Caupie. No, sir. 

Mr. Curtis. Now, since vou came to Washington, first as head of 
the Criminal Division and later as head of the Tax Section of the 
Department of Justice, how often would vou see Mr. Beaty? 

Mr. Cavour. Mr. Curtis, it would be a long time. Because I very 
-eldom ever saw that gentleman. 

Mr. Curtis. Would vou be in his home very often 

Mr. Cacpnie. Sir? 

Mr. Curtis. Would you be in his home very oftern / 

Mr. Cacoue. Was Lever in his home very often? 

Mr. Curtis. No: T mean during this time von were in Washington. 

Mr. Cavupne. TP didn’t understand your question. 

Mr. Curris. Since you have been in Washington, officially, would 
vou visit in Mr. Beaty’s home on occasion 4 

Mr. Caupnir. No, sir: never have been in Mr. Beaty’s home since I 
have been Assistant Attorney General. 

Mr. Curris. Then, Mr. Caudle, I cannot understand a reason in 
the world why vou disqualified yourself in those cases. What legal 





INTERNAL REVENUE INVESTIGATION Q7 1 


ground would you have, having assumed the responsibility to enforce 
the law? Here is an individual that you say you have not been inti- 
mately associated with socially, and where the relationship of attorney 
and client does not exist and has not existed for years. Now, what 
legal basis would you have to disqualify yourself ¢ 

Mr. Caupte. Mr, Curtis, Ll may have been quite naive in disqualify 
ing myself, but if vou had sustained the embarrassment that 1 did 
because I knew Mr. Beaty, because I knew him, I think it would have 
been a predominating thing in your mind, sir, because it surely wa 
in mine. 

Mr. Curtis. Now, Mr. Caudle, you are not as naive as you pretend. 

Mr. Caupie. | hcp I don’t pretend to be. because [am irving to tel] 
you all | know. 

Mr. Curtis. Now, the fact of the matter is that your reference to 
Beaty was in the nature of a testimonial in his behalf that he should 
not he prosecuted, was it not ¢ 

Mr. Caupie. Who to? 

Mr. Curris. To Mr. Oliphant and to everybody associated dow 
there. ‘ 

Mr. Caupue. Mr. Curtis. | don’t ever remember making such a 
representation to Mr. Oliphant. 

Mr. Curtis. That is true, though. That is vour feeling. is it not? 

Mr. Caupier. No, sir. 

Mr. Curris. You had no legal grounds to disqualify vourself ¢ 

Mr. Cavupie. Well, T will tell vou one thing, Mr. Curtis. Had ther 
been a fraud case against Mr. Beaty. and had it been sent over to 
me, ana the facts been cle veloped, that were hot sullierer t to proses ute 


the man. I think that runiors would have been venerated against me 
And I was trving to avoid as best T could the very thing that IT an 


Ny asked about. 
Mr. Curtis. But the fact is that your intervention before t! 
really rea hea the Departnac nt of Justice wits i thie natwre o 


how heine 


=«) intended by vou to he. a cl} wracter recommeneathion or a recon 
mendation i favor of Mh Beats andl to disco we ul vth ne beins 
done. Is that not true? 

Mr. Cavour. No, sir, Mr. Curtis. T wouldn’t discourage any 
eution against Mr. Beaty or against anybody. and I know [ didi't 
doit. Lknow I didn't doit. IT know I didn’t do it. 

Mr. CURTIS. Well. vou had no legal erounds tod qualify Vourst If. 
You made no written disqualifications. 

Mr. Caupue. No, sir: Tdidn't, Mr. Curtis. T wish that IT had. 

Mr. Currts. Here vou were, a high official in the Department of 
Justice, the top guy in these prosecutions, and you informed sole 
of the rest of them: Well, if such and such a case comes over here, 
I will not have anvthing to do with it. 

Now, does that encourage it, or discourage such a ease / 

Mr. CAUDLE. Well. it certainly would het lise ouraige such a case, | 
know tliat frequently over in the Bureau the gentleman disqualify 
themselves when personal friends are involved Ina tl Ing like that. 
It isa common practice with the courts. 

Mr. Curris. Yes, but you say vou were not close to him, and vou 
also say that vou were not his attorney. 

Mr. Cavprie. PE was not his attorney, only except T think the two 
small instances in my county. 
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Mr. Curris. And they did not involve tax matters, and they were 
years before. 

Mr. Caupne. They did not involve tax matters and were years be- 
fore. But | will tell vou one thing. Mr. Littlejohn made it so em- 
barrassing for me because I knew this young man, made it so embar- 
rassing for me that I thought IT was doing a right thing. I thought I 
was. I was trying to. I was trying to insulate myself from being 
attacked and from being criticized publicly, by rumor or any other 
way. 

Mr. Curris. Does Mr. Littlejohn still hold his position as chief of 
police down there ¢ 

Mr. Caupie. Yes. 

Mr. Curris. Has there been any change of mayors since then ? 

Mr. Cavupie. There has been a new mayor down there, sir. 

Mr. Curris. And he is still carrying on ¢ 

Mr. Caupie. He is still carrying on. 

Mr. Curtis. Apparently your opinion of him is not unanimous 
down there. 

Mr. Caupzie. It may not be, sir, but you go down to Charlotte, and 
you can see what the people say down there, Mr. Curtis. You will 
have to see many people to find out about it. Lam just afraid of the 
man. LT make no bones about it. It has hurt me. I thought I was 


doing the right thing. 

Chairman King. Proceed, Mr. Counsel. 

Mr. DeWtnp. In view of the state of your recollection, Mr. Caudle, 
I don’t know whether this can be pursued profitably, but isn’t it a fact 
that in LH, at the time the Beaty case was being considered in the 
Bureau of Internal Revenue in Washington, you had conveyed your 
views to the chief counsel that this case was somehow related to you 
and involved some sort of maliciousness against you on the part of Mr. 
Littlejohn ¢ 

Mr. Caupte. Mr. DeWind—— 

Mr. DeWinxp. Can you just say whether that is a fact or not ¢ 

Mr. Cavupie. I do not know that that is a fact, sir. [| know that I 
would not discourage Mr. Oliphant or anybody from prosecuting Mr. 
Beaty if he had done any wrong. 

Mr. DeWinxp. What [ am trying to get at was not what you in- 
tended but what the facts were. And is it not a fact that by 1949 you 
had conveyed to the chief counsel your views that the Beaty tax case 
involved some personal animosity against you on the part of the chief 
of police of Charlotte / 

Mr. Caupte. I don’t think I told the chief counsel that, Mr. DeWind, 

Mr. DeWinxp. What had you told the chief counsel about Mr. 
Littlejolin ¢ 

Mr. Cauptr. You know, as I told you yesterday, my main reason 
for calling up Mr. Oliphant was to disqualify myself. You know, 
you asked me whether or not | mentioned Mr. Littlejohn’s name, and 
[ told you L couldn’t recollect whether I did or not. L say to you that 
it would have been normal for me to mention his name. 

Mr. DeWinp. Why would it be normal for you to mention his name 
in connection with the Beaty case ¢ 

Mr. Cauptr. Because of the intended embarrassment that followed 
me when my nomination was before the Judiciary Committee. 
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Mr. DeWinp. That is what [ am getting at. You did convey to 
the chief counsel that Mr. Littlejohn, you thought, had some malicious 
feeling toward you? 

Mr. Caupie. 1 may have, Mr. DeWind. I don’t remember, but I 
may have. 

Mr. DeWinp. And you did that in connection with discussing the 

Jeaty case: is that right? 

Mr. Caupie. I may have said that to Mr. Oliphant. 

Mr. DeWtinp. Well, don’t you know you said it ¢ 

Mr. Caupte. I just tell you the truth. I can’t remember that now, 
sir. I know that [ wanted to disqualify myself, and wanted him— 
and by talking to him I wanted the whole Bureau to know that I was. 

Mr. DeWixp. What was the effect on your disqualification when 
you conveyed to the chief counsel, who must consider that case, the 
notion that this has some personal involvement of yourself ¢ 

Mr. Caupte. Mr. DeWind, I do not believe that would have had 
any influence at all. 

Mr. DeWinp. Let’s not talk about belief. I don’t know what you 
believe. 

Mr. Cavpre. I just don’t know, myself. 

Mr. DeWtxp. But what 1 am trying to get at is the fact that you 
did convey to Mr. Oliphant the idea that this was a personal feud 
between you and Mr. Littlejohn and Mr. Beaty. 

Mr. Cavpte. I don’t remember that I did that, Mr. DeWind. 

Mr. DeWinp. Do you remember that you didn't do it? Isn't ita 
fact that that is what vou did do? 

Mr. Caupte. Mr. DeWind, vou can ask me that, and I can tell you 
again, and I tell vou again, that I sure don’t remember about that, sir. 
I know TI called the young man up and told him that I wanted to be 
disqualified: that, if there was a case against him, to send it over to 
the Department of Justice, but not send it in my name. 

Mr. DeWinp. Well, if a number of people considering that case in 
the Bureau of Internal Revenue did know of this alleged animosity 
against you in connection with the case, would that come as a matter 
of surprise to you? 

Mr. Cacpie. I don’t know, sir. They could probably easily find out. 
I know I didn’t tell them. 

Mr. DeWinp. You say vou know you didn’t tell them ? 

Mr. Caupie. T can't recall that I did. I can’t recollect that I did. 

Mr. DeWinxp. Well, I thought vou said you did have a recollection 
of discussing Mr. Littlejohn with Mr. Oliphant. 

Mr. Caupte. I told you, if T remember, Mr. DeWind, that I know 
I called up the gentleman to disqualify myself, and that it was natural 
and normal for me to give my reasons why, and I may have mentioned 
Mr. Littlejohn’s name. 

Mr. DeWinxp. Well, you must have done more than mention his 
name. It must have been in some context. 

Mr. Caupte. No, sir; I don’t think, Mr. DeWind. T wouldn't do 
any discouraging thing about any case they had against Mr. Beaty. 

Mr. DeWinp. You misunderstand. I am just trying to find out 
what vou did say. 

Mr. Cavupte. I wish I could remember accurately and tell you, but 
I can’t. 
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Mr. DeWinv. If you mentioned Mr, Littlejohn, what do you think 
you would say about him ?¢ 

Mr. Caupie. I don't know. I know this. And Iam surmising now, 
because I can’t recollect it. 

Mr. DeWry>. I am trying to refresh your recollection by asking 
what vou might say about Mr. Littlejohn. 

Mr. Cavupie. T just don’t know, Mr. DeWind. I was doing the best 
ILeould. Ididn’t want to be criticized. [thought I had been criticized 
unmercifully about the thing, and I was doing what I thought was the 
best thing for me to do, 

Mr. DeWinp. Mr. Caudle, I would like to show you a photostatie 
copy of a letter, dated February 25, 1944, on the letterhead of the 
United States attorney for the western district of North Carolina, 
addressed to Mr. W. A. Swan, and signed by you. 

Mr. Caupie. Yes, sir: I remember writing such a letter; yes, sir. 

Mr. DeWinp. May I show it to yout [Ilanding. | 

Mr. Caudle, do vou reeall that letter now ¢ 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. Did that letter constitute a very strong endorsement 
by vou of Mr. Beaty to the Pabst Beer Co. in connection with the 
issuance of a beer license, a beer franchise / 

Mr. Caupir. What was the question, Mr. DeWind? I didn’t 
understand vour question, sir. 

Mr. DeWtnp. Is this letter a letter of stror ur endorsement of Mr. 
Beaty for a beer franchise / 

Mr. Caupir. Yes. sir: it certainly is a good recommendation of 
the vonng man. and that is what [ wrote, sir. 

Mr. DeWinxp. This was following the time that the OPA charges 
involving his companies had come up. Lb think vou discussed at some 
length the OPA cases. 

Mr. Cavupne. About an OPA ease over in Lincolnton, 
I tilling stations over in Lincolnton. sir, Which | did bring to Mr. 
Beaty’s nttention when ] heard about | i and he and thre OPA agents 


thout one of 


ind attorneys Intd a trap for the man, and he was indicted, and I 
tried him. DT think he was tried before a jury and acquitted on two 
counts and convicted on one. 

Mr. DeWinp. Was that mean ar eniplovee of Mr. Beaty ¢ 

Mr. Cavpie. That man ran a filling station for Mr. Beaty over in 
Lincolnton. 

Mr. DeWinp. Yes. 

Mr. Cavcoie. [T would like for you to read this letter. 

Mr. DeWinp. May I just have it back, sir 

Mr. Caupie. | would like for you to read it to the public. 1 cer- 
tainly have no objection to it. sir. 

Mr. DeWinp. Mr. Caudle, T would like to show you another letter, 
or copy of a letter, dated “Charlotte, N.C. July 4. 144." and ad- 
dressed to Mr. R. A. Beman, B-e-m-a-n, district supervisor of the 
Treasury Department. I believe he was district supervisor of the 
Aleohol Tax Unit. Is that correct 4 

Mr. Cavpie. He may have been. 

Mr. DeWinp. The letter, although this is an unsigned copy, pur- 
ports to have been your letter. May I show vou that letter and ask 
if it isa copy of a letter vou wrote ¢ 
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Mr. Caupte. I am almost sure | wrote that letter, sir. Yes. sir. 
That is Mr. Ernest C. Pundt, whom I had known for 5 years before 
that letter was written. 

Mr. DeWinp. Now, is this a letter of recommendation for the issu- 
ance of an alcohol license to Mr. Pundt ¢ 

Mr. Caupte. Mr. Pundt was organizing a wholesale liquor business 
in Lancaster, S. C.. where it was a wet State. And I know that Mr. 
Pundt asked if | would write a letter on his character, which L did. 
The man had a very fine character. He was employed by Dalberg & 
Co. I was engaged in extensive litigation involving the C. W. Mullis 
estate in my county, and Mr. Pundt was the auditor. He was the 
auditor who audited the books of this account, and we had a long 
running lawsuit there that lasted 3 or 4 vears. 

Mr. DeWinp. Was that how you met Mr. Pundt 4 

Mr. Caupue. Yes, sir: that is how I met Mr. Punat. 

Mr. DeWinp. You didn’t meet Mr. Pundt through Mr. Beaty ¢ 

Mr. Caupne. I don't much believe IT did. L think Mr. Carl W. 
Mullis, of Lancaster, S. C.. knew about Mr. Pundt, because [T think 
Mr. Pundt was posting his books down in Lancaster. [am not sure, 
but IT think se, But Mr. Pundt also was auditing Mr. Beaty’s busi 
ness as well, Mr. DeWind. 

Mr. DeWinp. Wasn't Mr. Pundt a business associate of Mr. Beaty’s / 

Mr. Caupur. He later became a business associate of his down in 
Lancaster. But he was not prior to the time he filed that application, 
sir. 

Mr. DeWinp. You say he was filing an application for a liquoi 
permit. And at that time he was not an associate of Mr. Beaty 4 

Mr. Caupie. No, sir. 

Mr. DeWinp. Did he become associated with Mr. Beaty in tle 
liquor business afterward ¢ 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. How long after the obtaining of the permit did they 
become associated in business / 

Mr. Caupue. I do not remember, Mr. DeWind. Whether it lasted 
| year or 2 vears, or how long it lasted, T just dont know. 

Mr. DeWinp. Well, was Mr. Beaty the principal owner of the liquor 
business / 

Mr. Caupte. I do not remember what the ownership was between 
the two men, 

Mr. DeWinxv. Well, did Mr. Pundt have any major interest in the 
company f 

Mr. Caupie. I think he did have a major interest in the company. 
I think he did. Later the thing went out of business, and he sold 
out, and Tthink Mr. Pundt operated a bakery down there in Lancaster. 

Mr. DeWinp. As a matter of fact, don't you know, Mr. Caudle, 
that Mr. Pundt had almost a nominal interest in the business, and Mr. 
Beaty owned the greater part of it / 

Mr. Cavote. Mr. DeWind, he may have. TI just don’t know. 

Mr. DeWinxp. Do you know of any reason why Mr. Pundt should 
apply for the liquor permit in a business in which he had only a 
nominal interest or a little more than a nominal interest, where Mr. 
Beaty controlled the business ¢ 

Mr. Caupie. I don’t know, except that Mr. Pundt was going to 
operate the enterprise. 
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Mr. DeWinv. Did anybody discuss with vou why the application 
for the permit was in Mr, Pundt’s name / 

Mr. Caupie. No, sir. 

Mr. DeWinv. Did Mr. Beaty ever discuss it ¢ 

Mr. Cavpie. I don’t believe he ever did, sir ¢ 

Mr. DeWinxp. He didn't? Or you don’t believe he ever did? 

Mr. Caupie. TL don’t believe he ever did. Because 1 wouldn't advise 
him to pull a thing like that, sir, It was a legitimate enterprise. 
It was lawful and legal under the State of South Carolina. Laneaster 
was only a short distance away from Charlotte. I dont know; about 
2) or 30 miles, | suppose, 

Mr. DeWinp. Were you ever present at any business discussions 
between Mr. Pundt and Mr. Beaty concerning this liquor company ¢ 

Mr. Cavoue. I don't think I ever was. I had no interest in the 
thing whatsoever, except [ do know Mr. Pundt had a very fine reputa- 
tion. He was an auditor for Dalberg & Co. 

Mr. DeWinp. Well, did Mr. Beaty request vou to write this letter 
on behalf of Mr. Punadt ¢ 

Mr. Caupte. Not that I recall. It has been a long time ago. I 
think Mr. Pundt did, because I knew him so well. 

Mr. DeWinxp. Did you ever discuss the matter with Mr. Beaty at all ¢ 

Mr. Caupie. I do not remember. 1 could have, Mr. DeWind, but 
I do not remember. 

Mr. DeWixpv. But you think you could have ¢ 

Mr. Cavupie. Probably so. 

Mr. DeWinxp. You have no explanation of your own knowledge as 
to why «a minor interest should be represented in the liquor appli 
cation and then Mr. Beaty take over the business afterward ¢ 

Mr. Caupte. No: but [I think someone who had the run of this 
wholesale liquor place had to be a resident of South Carolina, and Mr. 
Pindt moved down te South Carolina. What the interest was be 
tween the two gent lemen, or what share of stock one had with the other, 
I surely don’t know. 

Mr. DeWixp. Well, you have evidently had some discussions about 
the matter. You have some knowledge about it. 

Mr. Cavoie. [know 1 have talked to Mr. Pundt about it. He asked 
me if IT would write a letter about him, because I knew him so well. 
And before you can get a liquor permit, you know, you have to be 
investigated, 

Mr. DeWinp. Well, obviously the recommendation of the United 
States attorney would be helpful in that regard. 

Mr. Caupie. Yes, sir; it would be helpful. And what I said about 
him, I meant it, because I thought he was a man of sterling character. 

Mr. DeWinv. Well, did you know when you made the recommenda- 
tion that the major interest was to be held by Mr. Beaty, and Mr. 
Pundt had only a nominal interest / 

Mr. Cavupie. Well, Mr. DeWind, to say that I knew what the major 
interest was about this thing here—I just am not qualified to say. I 
am just not qualified. I know this: That I told Mr. Beaty and I teld 
Mr. Pundt, both, when T heard about the plan, that I wished they 
would not go into the liquor business in South Carolina, or down 
there, sir. I know I tried to discourage it. 

Mr. Byrnes. Mr. DeWind, for the record, are these two letters on 
the letterhead of the United States attorney's office signed by Mr. 
Caudle as United States attorney ? 
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Mr. DeWinp. The first letter, to Mr. Swan, of the Pabst Co., was 
on the letterhead of the United States attorney. The second letter i- 
a copy Which bears no letterhead. 

Do you recall: Did you write this on the letterhead of the United 
States attorney ¢ 

Mr. Caupie. I don’t know, but I think so, Mr. DeWind. 

Mr. DeWinp. The signature is “Theron L. Caudle, United States 
attorney.” 

Mr. Caupie. Yes, sir; that is right. 

Mr. DeWinv. The original, then, was probably on the United States 
attorney ’s letterhead / 

Mr. Caupie. Probably se, sir. 

Mr. Byrnes. How is the first letter signed, ie one Vou do have on 
the letterhead ? 

Mr. DeWinp. It is signed in the same way. 

Mr. Caupue. I will tell you, Mr. DeWind, when you are United 
States attorney for the distriet and know so many people, it is a pretty 
common thing for — to come to you for testimonials about them. 

Mr. DeWinp. Well. but these two letters we have here both relate 
to Beaty interests, although one was nominally in the name of Mr. 
Pundt. 

Mr. Caupue. Yes, sir, but I knew Mr. Pundt intimately, and worked 
with him many. many nights on this civil litigation that was in the 
superior court in my county involving the estate of Carl W. Mullis— 
Cc. W. Mullis. 

Mr. DeWrwnp. In the first letter, the letter of February 25, 1944, 
to Mr. Swan, you state: 

With regard to Mr. Beaty'’s business as a gasoline distributor, he owned a 
filling station over in Lincolnton, N. C., about 30 miles from here A cousin of 
his employed a man by the name of THlouser to operate this station Cor 
plaints came to me that this station was unlawfully selling gasoline without 
coupons, and that the manager was selling coupons. IT immediately called this 
to Mr. Beaty’s attention, and he was very much worried about this. 

Is that the wavy OPA violations were generally conducted: that vou 
brought the matter immediate ly to the attention of the owner of the 
business ¢ 

Mr. Caupze. I tell you one thing about that case, sir. I felt like 
Mr. Beaty—I think my whole staff did—was trying to_uphold every 
law of the country, State and Federal. 

Mr. DeWinp. You say that was your feeling? 

Mr. Caupte. That was my feeling and the feeling of those in my 
ollice : yes, sir. 

Mr. DeWinp. So, it would be your feeling that you would not wish 
to undertake any investigation of Mr. Beaty? 

Mr. Caupte. No, sir. If Mr. Beaty did anything wrong, I would 
go after him like [ would anybody else. 

Mr. DeWinp. Well, you told him right away that there was a ques- 
tion about one of his gasoline stations ¢ 

Mr. Cavpie. Yes, sir: the gentleman came straight to my office. 
He asked what to do, if I remember. It was a long time ago. And I 
said, “You go around to the OPA authorities and cooperate with them 
and see if we can’t convict this man.” And he did. And I think by 
the next afternoon they had laid a trap for Mr. Houser, and had caught 
him in a violation, and when they did I presented it to a grand jury 
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over in Shelby, N. C.. and Mr. Houser was indicted, and we tried him. 

Mr. DeWinv. Yes. The letter says: 

For lack of evidence, T asked the court to dismiss three of the six Counts, and 
the manager of the filling station went to trial on three counts. 

Mr. Caupue. Yes, sir. We didn’t have a very strong case, but we 
made it as strong as we could, 

Mr. DeWinp. And your letter goes on to say the jury acquitted 
the man oon two counts, but convicted him, and barely so, on the 
using of T coupons for his personal automobile. 

Mr. Cavupie. That was 'T coupons used for trucks, and he was using 
them for his automobile. 

Mr. DeWtnp. So there was never any conviction on the original 
charge of selling coupons ? 

Mr. Cavupie. No, sir, because we didn't have the evidence. We 
simply had to have the evidence to convict him before a jury, and that 
was the best evidence we could get. And I convicted him with what 
I had. 

Chairman Kine. Mr. Caudle, you admit the authorship of these 
letters ¢ 

Mr. Caupir. Yes, sir. 

Chairman King. If there is no objection, L would suggest that 
the committee be made acquainted with the contents of the letters, 
and that they should be read. 

Mr. Caupie. I wish they would be read, Mr. Chairman. 

Chairman King. Very well. 

Mr. DeWixp. Do vou wish them read into the record now? They 
are lengthy letters. Or just made a part of the record ¢ 

Chairman Kine. In spite of their length, I think it would perhaps 
be well if we were to know now what is in the letters. 

Mr. Caupie. Yes, sir; | wish they would be read. 

Mr. DeWinxp. Do you wish to read these letters, Mr. Caudle ? 

Mr. Caupte. I would like to; yes, sir. 

The first letter is dated February 25, 1944, Charlotte, N.C. The 
letterhead is United States Attorney, Western District of North Caro- 
lina. Itisto Mr. W. A. Swan. southern division manager, Pabst Sales 
Co., Chicago, IIL: 

Dear Mk. SWAN: I refer to an application of Mr. Keith M. Beaty, of Charlotte, 
No ¢., who is anxious to be distributor for this area of your business, as I 
understand, 

I have been told through some source you had received information that Mr. 
Deaty was engaged in the black market of gasoline, and among other things, that 
he had unlawfully vielated certain rules and regulations of the Office of Price 
Administration. Further, | have been informed that you have received informa 
tion from some source that his activities in connection with the sale of gasoline 
have not been good. 

I have known Mr. Beaty rather intimately for more than 15 years, and T have 
been United States attorney for the western district of North Carolina for 4 
years, with one of ny main offices in the city of Charlotte. I know that a great 
wrong has been done this young man, and I hasten to write this letter to you to 
correct any bad impression that hag been made, with the hope that such impres- 
sion will be immediately erased. 

With regard to Mr. Beaty’s business as a gasoline distributor, he owned a 
tilling station over in Lincolnton, N. C., about 30 miles from here. A cousin 
of his employed a man by the name of Houser to operate this station. Com- 
plaints came to me that this station was unlawfully selling gasoline without 
coupons, and that the manager was selling coupons. I immediately called this 
to Mr. Beaty’s attention, and he was very much worried about this. He con- 





INTERNAL REVENUE INVESTIGATION 979 


tacted the inspector of the Office of Price Administration that afternoon. One 
of the employees admitted that he had violated the law; this was an irrespon- 
sible, young man. I had the case thoroughly investigated, and came to the 
conclusion that the manager of the filling station should be indicted. <A bill of 
indictment was sent to the grand jury, and a true bill was returned on six 
counts. For lack of evidence, | asked the court to dismiss three of the six 
counts, and the manager of the filling station went to trial on three counts; two 
counts involving the sale of gasoline tickets, and one count for the use of T 
coupons in an automobile privately owned and operated by the filling station 
manager, 

The Government's evidence proved of no value as far as the sale of coupons 
was concerned, and the jury acquitted the man on two counts, but convicted 
him, and barely so, on the count of using ‘T coupons for gasoline for his personal 
automobile. 

Thereafter a civil action was instituted against this filling station, and the 
Witnesses that the Government could not rely on were relied on by the hearing 
commissioner, and the station was ordered not to sell any more gasoline for 
S months. IT saw that a tremendous injustice had been done Mr. Beaty, and J 
called him over the telephone and told him that I personally wanted to see that 
the wrong was corrected, and I felt that it was my duty to so inform the heur- 
ing commissioner, Judge Bell. The chief enforcement attorney of the Office 
of Price Administration agreed with me. Thereupon, I wrote a rather lengthy 
letter to Judge Bell recommending that this ban be lifted immediately. When 
Judge Bell received my letter and the recommendation from the Office of Price 
Administration, he wired me from Atlanta, Ga., that the suspension order was 
being immediately terminated 

Briefly these are the facts, and I do not believe that anyone Was more anxious 
to bring the violator to court than Mr. Beaty. 

Mr. Beaty is a young man of very good character, and a mman who has done well 
in all his business activities. He has been very successful financially, and has 
initiative and aggressiveness, which is an asset to any business, His credit rating 
is splendid, and he enjoys the reputation of paying his obligations promptly when 
they are due. TL want you to know that I have complete confidence in Mr. Beaty, 
and | am glad that | have an opportunity now to say this to vou in writing, 
and it would certainly be a pleasure to tell you more in person, and on this 
subject T write with no mental reservations whatsoever, 

With all good wishes, believe me to be, 

Very truly yours 
THEeron L. Caupir, 
United States Attorney 


And T understand. Mr. DeWind, that Mr. Littlejohn criticized me 
for having written this letter, and that he made the statement that 
this letter was worth 810.000 to Mr. Beaty. But T told the truth in 
the letter as I believed it to be. and as the officials of the Price Admin 
istration believed it to be. And being an official nivself, I felt like 
that there was no other alternative but to do this thing I think that 
it was the decent thi gv to do. I did not believe it to be Wrong. | 
thought it was proper 

Now, the other letter, Mr. Chairman, is a copy. 

Chairman Kine. Is this a lengthy letter, Mr. Caudle ¢ 

Mr. Cavpie. This is just a page and just a little bit. 

Chairman Kine. If it will net be a strain on you 

Mr. Caupue. I don’t mind reading it. Mr. Chairman. This letter 
is dated July f. 1944. addressed to Mr. R. A. Beman. district super 
visor, Treasury Departinent, Forsyth Street Building. Atlanta. Ga. 


Dear Mr. Beman: Mr. Ernest C. Pundt has applied, or will soon apply, for 
a Federal basic permit to deal as a wholesaler in whisky and other spirits in 
the State of South Carolina. The purpose of this letter is to tell vou something 
about him, and the contidence I have in his integrity and character. 

Mr. Pundt is a native of Charleston, S. C., is 57 vears of age, and a graduate 
of the high school in Charleston, with 2's years of training at The Citadel. I 
have known him very intimately for the last 7 years. For many years he has 
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been actively engaged in the accounting profession as a tax expert, and has done 
general accounting in this section, as well as the eastern and middle sections 
of this State, his home being at Fayetteville, N. C. 

Four or tive years ago, a client of mine employed Mr. Pundt to make an audit 
of a very complicated lumber partnership. He was engaged in this work for 
several months and testified several times in superior court. He impressed the 
court officials and opposing counsel very much because of his unusual fairness 
to all sides. I think he is one of the most outstanding young men in the account- 
ing field in North Carolina, and his character is absolutely splendid. He enjoys 
the confidence and esteem of everyone who knows him. 

Mr. Pundt has never been arrested or indicted for any crime, neither has 
there ever been the slightest suspicion of any phase of his life. He is happily 
married and has a lovely family. 

Sometime ago Mr. Pundt teld me that he had been before the authorities at 
Columbia, S. C., and qualified for a wholesaler in that State, and paid $2,200 
for a State license. Now it is necessary for him to obtain your permission in 
order to be fully qualified as a wholesaler in liquors. He has never been declared 
a bankrupt, nor is he insolvent, and to the contrary, he enjoys a reputation 
of paying his accounts and obligations promptly. In deportment, conduct, and 
everything else that goes into the equation of a gentleman of the first rank, I 
regard Mr. Pundt as having no peer. If, upon considering the facts which will 
be presented to you, he is granted a Federal basic permit, you will have in 
him, in my opinion, one of the most honorable young men that can be found in 
this country. I say all this without any mental reservations whatsoever and 
commend him most highly to you. 

With kindest wishes, I am, 

Respectfully yours, 
Tueron L. CAUDLE, 
United States Attorney. 


And. Mr. DeWind, I meant everything I said in this letter. I think 
Mr. Ernest Pundt is a very fine young man. And IT never would 
have written the letter unless I believed it to be so. IT had worked with 
him for 4 or 5 years in the Mullis case. He testified frequently in the 
superior court before the referee that was appointed by the court, 
because it was an accounting matter and could not be a jury trial, 
And Mr. Horace Stacy, from Lumberton, N. C.. was a referee in the 
matter. 

Mr. DeWrnp. At the time you wrote the letter, did you ask Mr. 
Pundt who his associates would be in the business ¢ 

Mr. Cavupte. I think I knew that Mr. Pundt and Mr. Beaty would 
be in this business down at Lancaster. 

Mr. DeWinv. How did you know that? 

Mr. Cavore. I think Mr, Pundt told me, and perhaps Mr. Beat; 
told me. L know I had nothing to do with their organization. 
know I discouraged them both from going into that type of enterprise 
in South Carolina. But that was none o1 my business. [It was theirs. 

Mr. DeWinp. You realized, then, that Mr. Pundt was not going 
into this business alone. but Mr. Beaty was an associate / 

Mr. Caupie. How is that, Mr. DeWind ¢ 

Mr. DeWixp. You realized, then, that Mr. Beaty was an associate 
in the business at the time the permit was applied for / 

Mr. Caupie. Yes; I believe so. 

Mr. DeWinp. Did the permit application reveal that Mr. Beaty 
had the controlling interest in the business / 

Mr. Cavpie. I never saw the permit application. I just don’t 
know,.sir. [don’t know what the regulations were. I know that Mr. 
Pundt asked if | would write the letter about him, because I had been 
so closely associated with him. T respected him.  T knew his wife and 
his children. And T believed him to be a man of splendid character, 
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and I think he is a man of splendid character today, sir. I haven't 
seen him in a long time. I certainly have got confidence in him. 

Mr. DeWinp. Now, in connection with the gasoline violation charge 
brought against Mr. Beaty’ s employees, you thought the w ay to con- 
duct that investigation best was to notify Mr. Beaty of the charge 
immediately before any investigation was conducted / 

Mr. Caupur. I will tell you. I thought so. You see, Lincolnton 
was 30 miles from Charlotte, and I knew Mr. Beaty was trying his 
best to uphold the law, and we believed he was deeply conscientious 
about his work. 

Mr. DeWinpv. You didn’t feel you should disqualify yourself from 
that matter / 

Mr. Gattacuer. Mr. Chairman? 

Chairman Kine. Mr. Gallagher. 

Mr. Gauiacuer. I realize, sir. that T don’t have the standing here 
to make the same objections that I would in a courtroom, but to save 
my life, sir, I can’t see any connection between all of this questioning 
concerning OPA cases in North Carolina prior to 1945 and what I 
understand to be the principal purpose of this hearing, which is to 
establish whether or not Mr. Caudle handled any tax cases improperly 
while he was head.of the Tax Division. 

Now, it just seems to me, sir, that it does not have any bearing. It 
just seems inhuman to subject a man to interrogation of this sort on 
an immaterial matter. 

Chairman Kine. Mr. Gallagher, there will be no inhuman treatment 
of anyone before this committee so long as I am chairman of the 
committee. 

Mr. Gatiacuer. Let me hasten to say, Mr. Chairman, that I have 
the deepest respect for your fairness, 

Chairman Kine. Thank you. Our counsel apparently has the 
proper basis for his inquiry along this line, and I have every sym- 
pathy for Mr. Caudle, but he has said himself that in the past he has 
been a most = kee prosecutor, and I think that he would probably 
better understand the vigor of our counsel, and at least up to this 
point IL do not think our counsel has been unduly severe or has gone 
too far afield. 

I might admonish our counsel to expedite this phase of the inquiry 
as rapidly as possible. 

Mr. DeWrnp. I think it is apparent, Mr. Caudle, to vou, that you 
have given very firm evidence that you are quite convinced that Mr. 
Beaty is a very fine person and would not really be subject to any 
question. 

Mr. Caupier. How is that, Mr. DeWind? 

Mr. DeWinxp. You have stated that you believed that Mr. Beaty 
could not possibly be involved in anything wrong, in this letter of 
very strong endorsement. 

Mr. Cavpie. That is right, and I don’t think he would, Mr. De- 
Wind. I certainly don’t. 

Mr. DeWinp. I wonder whether that conviction was carried over 
into the later consideration of the tax case when you spoke to Mr. 
Oliphant ¢ 

Mr. Cavpie. Mr. DeWind, you know, I told you, because [ talked 
to Mr. Oliphant—it was because Mr. Littlejehn had started these 
rumors about me down in Charlotte. They were communicated to 
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the Judiciary Committee. If I remember, they were investigated by 
the FBI and found to be unfounded. And because I came into the 
orbit, because [ happened to be friendly to this young man, Mr. Little- 
john was very bitter against him, not only then but for the last 15 
vears, and he is now. And I felt like, Mr. DeWind, that IT didn’t 
want to be embarrassed any further, because I had not done anything 
to be embarrassed to start off with. And I was trying to avoid it, 
just trying in whatever way I could to avoid being embarrassed any 
more with Mr. Beaty. 

Mr. DeWinp. T understand what you say. You didn’t feel that 
you needed to disqualify yourself from the tax case, but that you 
would for personal reasons, and not for any reasons connected with 
your official duties. 

Mr. Cavpie. The reason T disqualified myself, Mr. DeWind, is be- 
eause L was embarrassed before the Judiciary Committee in these 
rumors that Mr. Littlejohn persistently and consistently carried on 
against me down there, sir. IT had never done anything against Mr. 
Littlejohn in my life. IT know one thing. I helped him save his 
farm way down in Cherokee County. But it is all right, sir. 

Mr. DeWinp. Excuse me. I don’t think we need go into that. 

Mr. Caupie. All right, sir. 

Mr. DeWinxpd. You. I believe, are acquainted with Mr. Troy White- 
head, are von not ¢ 

Mr. Cavoie. Yes, Tam. 

Mr. DeWixv. How long have you known Mr. Whitehead ? 

Mr. Cavupir. I reckon, Mr. DeWind, [ have known Mr. Whitehead 
for 15 vears. L would say. [suppose so. 

Mr. DeWrtxp. Where did Mr. Troy Whitehead live ? 

Mr. Caupur. He lived in Charlotte. 

Mr. DeWinxp. Was he engaged in business there / 

Mr. Caupne. Yes, sir. 

Mr. DeWinp. Well, what type of business? 

Mr. Cavore. It was the rebuilding of textile machinery, of cards 
and looms and things like that. Hle had a place out on the Wilson 
Bonlevard there, T reckon just outside the corporate limits 

Mr. DeWinp. Did you have any business dealings with Mr. White- 
head ¢ ; 

Mr. Caupie. No, sir: T never had any business dealings with Mr. 
Whitehead. Tknew him. I would say it would be a little more than 
a cusual acquaintance, 

Mr. DeWinp. Was the acquaintanceship a social one entirely ¢ 

Mr. Cavupnue. Yes. sir. a social one ent irely. I have never done any 
legal work for him. He has never consulted me in his life about any 
legal questions. Mr. Whitehead had an able counsel in Charlotte 
named Mr. Hugh Campbell. 

Mr. DeWexp. Before vou became Assistant Attorney General in 
charge of the Tax Division. did you make a number of trips with 
Mr. Whitehead ¢ 

Mr. Cavpoie. Mr. DeWind, I don’t believe that Mr. Whitehead had 
a plane when T was United States attorney. T don’t believe that I 
ever made a trip with him while [was United States attorney. Tean't 
recall of any. 

Mr. DeWixp. Well, between the time that you were appointed 
head of the Criminal Division and the time that vou became head of 
the Tax Division, did you make trips with Mr. Whitehead / 
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Mr. Caupier. Yes, sir, I did, sir. 

Mr. DeWinxp. What trips were those / 

Mr. Caupue. I made one in 1947, I think, when I was in the Crimi- 
nal Division. Mr. Whitehead wanted to go on a fishing trip. And 
if I remember, he called me up, and I was trying to get a group of 
people to go, if IT remember. I think I made two trips with him in 
that plane. 

Mr. DeWinxp. What was the first trip? 

Mr. Caupie. Well, the first trip. if I remember, was down to Palm 
Beach. 

Mr. DeWtnp. You flew from Washington to Palm Beach, did you 4 

Mr. Cauprie. We flew from—I really think he had a smaller plane, 
single-motored Beechchaft or biwing Beechcraft, and IT think a pilot 
came up here and picked up me and Mr. Tim MeInerny, 'T. A, Me 
Inerny. And IT remember we had to hold on to the plane all the 
way down, clear weather, but it was the worst flight I ever had. 
Then he came from some place in his other craft, and we got in there 
and flew down to Palm Beach. 

Mr. DeWinp. ITsee. Where did vou stay down there / 

Mr. Cavoie. We stayed at the Royal Ponceana apartments of Mr. 
Lew H. Pollock of Asheville. N. C.. an old retired shoe merchant 
friend of mine who owned the place. 

Mr. DeWinxp. Now, who paid the expenses of that trip / 

Mr. Cavupur. Well, Mr. Whitehead certainly paid the wasoline ex 
penses, but all other expenses we had, we were the guests of Mr. Pol 
lock. IT think that was some time in March. because he has friends 
of his that vo dow Nn there every Vvear, after the sensonal period is over. 

Mr. DeWinp. This was the first time Mr. Whitehead had invited 
you on any such trip? 

Mr. CAUDLE. l do beleve sO, 

Mr. DeWixp. You think this was in the early part of 19474 

Mr. Cauptr. | think it was after the season was over. I think it 
was sometime in March. Because Mr. Pollock's apartment down there 
would be filled up, vou see, during December, up through March; but 
then, vou see, everybody goes away, and all these apartments are 
vacant. 

Mr. DeWixp. Now, how many people stayed at Mr. Pollock's apart- 
ment hotel with you! 

Mr. Cavuprie. | don’t know. sir, but there were several of us. four 
or five, if L remember. 

Mr. DeWinn. Can vou r member who they were ¢ 

Mr. Cavupie. I think one was Mr. James Bennett, Director of the 
Bureau of Prisons, and Mr. I. T. Cohen. of Atlanta. Mr. T. A. Me- 
Inerny, and myself, and I dont know whether anyone else was along 
there, unless I met them down there. 

Mr. DeWinp. Who is Mr. 1. T. Cohen ? 

Mr. Cacpnr. He is an attorney, 

Mr. DeWinp. In Atlanta? 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. And you all staved at the Pollock apartment / 

Mr. Caupie. Yes. sir. We went fishing there. We chartered a boat. 
Went out from his house, and Mr. Kennedy was a warm friend of 
Mr. MeInerny, and we had lunch with Mr. Joseph Kennedy once or 
twice while we were there. 
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Mr. DeWinv. Who else was there ¢ 

Mr. Caupie. I don’t remember anybody else with us. There could 
have been. There could have been. 1 told you the other day that 
I thought it was about 3 years ago. But this trip took place in March 
1947, because I called up Mr. Pollock to find out, and he sent me pic- 
tures that were taken of a fishing trip, where I think I caught a sailfish 
down there and got a prize for it, got a certificate. 

Mr. DeWinxp. This Mr. ‘T. A. MeInerny you mentioned: who is he? 

Mr. Cavupur. Mr. MeInerny used to be Director of Public Infor- 
mation in the Department of Justice, and now he is a public consult- 
ant here in the city of Washington. 

Mr. DeWinv. He is no relation to Mr. James McInerney / 

Mr. Caupte. None whatever. 

Mr. DeWtinp. Now, when did your second trip with Mr. White- 
head occur? 

Mr. Caupie. It was sometime during the summer, I think. His 
logbook will show. I don’t remember, but | do remember Mr. Turner 
Smith was along. 

Mr. DeWinp. The summer of 1474 

Mr. Caupie. 1 think so, but Tam not sure. I think so, but I am 
not sure. And I remember that we were returning and ran into a 
storm there in Daytona. We ran all across the State, there, trying to 
wo by that storm, and had to go into Atlanta, there. 

Mr. DeWinxp. What was the purpose of this trip? 

Mr. Cavupie. Fishing. 

Mr. DeWinv. Inthe summer of 1947, vou think ¢ 

Mr. Cavupte. I think so, Mr. DeWind. The log of his plane would 
certainly show. A Mr. Mallonee was the pilot of the plane. 

Mr. DeWixpv. Well, is it your impression that the log of a plane 
will show the names of the people carried on the plane ¢ 

Mr. Cavpie. It ought to show. They usually do. 

Mr. DeWixp. Who do you recall went on this second trip? 

Mr. Cavupte. T declare if I remember. It looks like to me I got a 
vague recollection that Mr. James Barnes was on that trip. 

Mr. DeWinp. Mr. James Barnes? 

Mr. Cavupte. Mr. James M. Barnes, I think. And I just don’t re- 
member who else was on that trip. I don’t know. Mr. Oliphant may 
have been on that trip. 

Mr. DeWixv. Mr. Oliphant may have been on the trip? 

Mr. Caupie. Yes, sir; he may have been. He went on one of them, 
I know. 

Mr. DeWinp. One of those two trips? 

Mr. Caupue. Yes, sir. 

Mr. DeWrxpv. How did that come about ? 

Mr. Cavupie. I think that came about by Mr. Whitehead calling me 
up and wondering if I didn’t want to go, and I think I called up Mr. 
Oliphant and invited the gentleman to go, T believe. 

Mr. DeWixv. Your recollection is it was the second of these trips 
in the summer of 1947? 

Mr. Cavupte. I think so, sir, whatever the date was we went down 
there. I know it was off-season, Mr. DeWind. 

Mr. DeWinv. Now, who suggested that Mr. Oliphant should go on 
the trip? 





INTERNAL REVENUE INVESTIGATION O85 


Mr. Caupie. I may have been the one. I don’t know. I probably 


was. 
Mr. DeWinpv. What made you think of Mr. Oliphant to go on this 
trip? 


Mr. Caupte. Well, he was a warm personal friend of mine, Mr. 
DeWind. 

Mr. DeWinxv. Well, had Mr. Whitehead said, “You bring anybody 
along on this trip you want to”? 

Mr. Cavupue. I think that is the way it was, if IT remember. It has 
been a pretty good while ago. I don’t think he knew Mr. Oliphant 
then at all. 

Mr. DeWuUNp. But you thought Mr. Oliphant would be somebody 
you “er | like to invite, w ith Mr. Whitehead’s authority ¢ 

Mr. Cavorr. Yes, sir; to enjoy a trip,a fishing trip: yes, sir. 

Mr. Dr Wis. Where did vou go on that trip ¢ 

Mr. Caupir. We went down to Palm Beach, if I remember. 

Mr. DeWinpv. Did vou stay at the Pollock place again? 

Mr. Cavupier. Yes, sir. 

Mr. DeWrnp. On both of these trips, Mr. Whitehead paid the oe 
penses of the transportation, and Mr. Pollock put you up down there 

Mr. Caupie. That is right. And all the other incidental expenses, 
we all shared them se parately: whatever personi al expenses we had. 

Mr. DeWixp. What about the boat trip 

Mr. Caupie. Well, sir, if T remember, we chartered a boat there, a 
red boat, called, I think, the Vaughty Lady. The Naughty Lady. And 
the tarpon was just running everywhere. And we went up around 
Jupiter Lighthouse. And I understand the day before there was a 
world record catch. They caught about 156 of them. And those that 
were not mounted or kept by those who caught them, they eut the 
wires; and the tarpon was just jumping out of the water everywhere, 
just jumping everywhere—not tarpon, but sailfish. And T declare, 
| don’t know who was on that thing. Maybe Mr. Harry Holt. I think 
maybe Mr. Harry Holt was on that trip at that time, the United 
States attorney from Richmond. 

Mr. DeWinv. From where? 

Mr. Cavpte. From Richmond. He may have been on that trip. 
I don’t know, Mr. DeWind. It is hard to recollect so far back. 

Mr. DeWinxp. Had Mr. Whitehead ever entertained you before the 
spring of 1)47¢ 

Mr. Caupte. No,sir. Thad known Mr. Whitehead fora pretty good 
while, not intimate. We were very friendly. 

Mr. DeWinxp. Were you at all surprised when Mr. Whitehead asked 
you to make a plane trip to Florida at his expense ¢ 

Mr. Caupie. No, sir; I certainly wasn’t. 

Mr. DeWinxp. But you had never been entertained by him before? 

Mr. Cavpie. None that I can recall, sir. 

Mr. DeWinp. And on that first trip, did he suggest that you bring 
some of those other people along that you mentioned / 

Mr. Caupie. Well, | know that—whether he knew the other gentle- 
men, | don’t know, Mr. DeWind. I don’t know whether he knew Mr. 
Barnes or not. But I know that he and Mr. Barnes became fast friends 
after that. Every time I see Mr. Whitehead he is always asking me 
about Mr. Barnes. 

Mr. DeWinp. Did vou say who Mr. Barnes was? 
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Mr. Cavpie. Mr. Barnes was former administrative assistant to 
President Roosevelt, and he is a practicing attorney here in the city 
of Washington. 

Mr. DeWinp. At this time he was a lawyer practicing in Wash- 
ington ¢ 

Mr. Caupie. The best T can recollect. he was, sir. 

Mr. DeWinp. Do you know—does Mr. Barnes’ law firm handle tax 
cases before the Department of Justice and the Internal Revenue 
jureau é 

Mr. Cavupte. I think they do, sir. I don’t think T have ever talked 
to Mr. Barnes about a tax case, but T have talked to his law partner 
about one—Mr. Thurman Hill. 

Mr. DeWinp. Was Mr. 1. 'T. Cohen on the second trip? 

Mr. Cavupie. No, sir: he wasn’t on the second trip: I don’t reeall. 

Mr. DeWinp. Well, is Mr. 1. 'T. Cohen a lawyer who las a practice 
in tax-fraud cases before the Department of Justice / 

Mr. Cavpie. Yes, sir: he has had some cases over there, sir. 

Mr. DeWinp. Now, at the time you made this first trip in the spring 
of 1947, did Mr. Whitehead tell you about any tax case of his that 
was pending ¢ 

Mr. Cauptr. No, sir. He sure didn’t. Mr. Whitehead, I think, at 
that time was really very successful, had no tax trouble of any kind 
whatsoever. He certainly didn’t mention—— 

Mr. DeWinp. Now, in the summer of 1947, when you made the 
second trip, that Mr. Oliphant went on, Mr. Oliphant was chief counsel 
at that time ¢ 

Mr. Caupie. Yes, sir. 

Mr. DeWinv. Did Mr. Whitehead tell you at that time about any 
tax case that was pending ¢ 

Mr. Cavupie. No, sir; none that Lean recall, sir. 

Mr. DeWinp. He didn't tell you that a fraud case was jacketed in 
the Intelligence Unit on June 25, 19474 

Mr. Cavupie. No, sir: he sure didn’t. And had I known that, had 
IT known that, Mr. DeWind, I would not have invited Mr. Oliphant 
te go along. I didn’t know. I knew that Mr. Whitehead was having 
trouble about his business, and they had attached some lens against 
him and sold his cotton mill down in Raeford. 

Mr. DeWinp. You did learn later on that there was a tax case? 

Mr. Cavpie. Yes, sir; I knew that the agents were really after him 
down there about something. 

Mr. DeWinp. How did you learn that ¢ 

Mr. Cavupie. I think Mr. Whitehead told me. 

Mr. DeWinv. Mr. Whitehead discussed the matter with you later? 

Mr. Cavpie. I think he did, briefly. 

Mr. DeWinp. Had you made any more trips with Mr. Whitehead ? 

Mr. Caupue. I think those are the only two trips I ever made with 
Mr. Whitehead, Mr. DeWind. Ithink so. 1 remember about 2 vears 
ago, one of my friends over there, who gives an annual trip to Cape 
Charles around Memorial Day, who knew him, invited him over, and 
he came over. 

Mr. DeWinpv. When was this? 

Mr. Caupier. Let’s see. That has been a pretty good while ago. It 
must have been about 5 vears ago. 

Mr. DeWtnp. This was after you knew about the tax case, or not ? 
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Mr. Caupte. I don’t believe I knew about the tax case then, sir. 

Mr. DeWinp. Mr. Whitehead never mentioned it to you 4 

Mr. Caupte. I don’t think he did, sir. 

Mr. DeWinp. When did Mr. Whitehead first mention his tax dilli- 
culties to you? 

Mr. Caupie. Mr. DeWind, T can't be positive about it, but T know 
that Mr. Whitehead either called me over the phone or saw me in 
yerson about they had attached his place, and liens and things. 

Mr. DeWtnp. Called you on the telephone, didn't he? 

Mr. Caupite. He probably did. He either did, or did in person, 
one or the other. I know he told me about them. 

Mr. DeWinp. Now, just whit was this telephone call that he made 
What did he say to you about the tax lens ¢ 

Mr. C'AUDLE. J can only vive Vou is hest recoll tion about it. { 
he called mie On the phone or saw me mn person. It was that They a id 
levied on his place and closed up lis place. 

Mr. DeWinp. W! en vou say they had been over to the plea e, who 
do you mean ¢ 

Mr. Caupte. T am talking about the agents of the Bureau of Inter- 
nal Revenue. They had closed up his place or taken charge of it. 
] think the Gaovernment is operating his }! ice right now, but I tinh 
not sure. ‘That is just guessing. 

Mr. DeWinp. As a matter of fact. Mr. Caudle. perhaps [I can re- 
fresh your recollection, Didn't Mr. Whitehead eall you at vour of- 
fice in Washington and say, “There are some people here from: inter 
nal revenue who are worne to pout | lien on this pl we # 

Mr. Cacnne. What is that? 

Mr. DeWinn. Didn't he call and tell vou that there were people in 
his office from the internal revenue oflice who said they were going to 
ace a len on his property f 

Mr. Cavpre. LT dont know whether he called me while they were 
there, bout I think the ore ntleman called me on the phone. 

Mr. DeWinn. What did he ask vou to do 

Mr. Cavcone. He wanted to know how could he get relief. And I 
told him my best recollection was it was a matter for the collector of 
internal revenue down in Charlotte, and he would just have to raise 
the money to satisfy the nvents, 

Mr. DeWinxp. Was that your recollection of what you said to him ? 

Mr. Cavpie. That is my best recollection, ves, sir. 

Mr. DeWixp. Didn't in fact you tell him to eall Mr. Oliphant 
about it / 

Mr. Cavour. He may have. He may have. 

Mr. DeWinxp. No: didn’t vou tell him to eall Mr. Oliphant about it ? 

Mr. Caupie. IT may have. I don’t know, sir. 

Mr. DeWinp. Well. that is a little bit different from telling him to 
go on down to Greensboro and work it out. 

Mr. Caupue. Yes, sir: but I got.a faint recollection he asked about 
Mr. Oliphant, wanted to know what the procedures were. The fel- 
low’s business was tied up, according to what he said to me. 

Mr. DeWinp. Didn't he say to vou, “These fellows are in my office 
now, and they are going to put a lien on my place. What can you do 
for me?” 

Mr. Cavonr. Mr. DeWind., T don’t know what the young man said 
tome, but Ido know he talked to me about it. 
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Mr, DeWinp. Did you make a record of that telephone call ¢ 

Mr. Caupie. I don’t think I did, sir. 

Mr. DeWinp. Was it your general practice to have records made of 
telephone calls that came to you in your office / 

Mr. Caupie. No, sir: because we had so many calls, we couldn't. 
Sometimes we would, but sometimes we couldn't. [f it was an impor 
tant case on a long-distance call with a United States attorney, | 
would tell the voung ladies to listen in and take it down so if I prom- 
ised to do anything I wouldn’t overlook it. Because the office was a 
tremendously busy place. 

Mr. DeWinp. It was not your general policy to make notes of con- 
versations or make any record of telephone calls ¢ 

Mr. Caupie. No, sir: it was not my general practice to do so. 

Mr. DeWinxp. Now, you think you may have suggested to Mr. White 
head that he call Mr, Oliphant about the lien ¢ 

Mr. Cavpie. I may have, because I did not know the procedures, 
Mr. DeWind. That was over in the Bureau, a thing that was foreign 
to me, and I just didn’t know. 1 perhaps told him to give a ring to 
Mr. Oliphant. 

Mr. DeWinp. Well, in view of the fact that Mr. Whitehead had 
entertained both vou and Mr. Oliphant in Florida, flown you down, 
did you think that was just the thing to do, to have him call Mr. 
Oliphant / 

Mr. Caupte. Well, Mr. DeWind—— 

Mr. DeWinp. Did Mr. Oliphant have any responsibility for tax 
collection problems ¢ 

Mr. Caupie. No, sir: I don't think so. I think it all revolved upon 
the collector of internal revenue in Greensboro. 

Mr. DeWinp. But wasn’t this probably a jeopardy assessment 
situation ¢ 

Mr. Cavupte. IT don’t know about that, sir, whether it was jeopardy 
assessment or not. sir. I just don’t remember. 

Mr. DeWinxp. Well, are jeopardy assessments supervised by the 
chief counsel in any way? 

Mr. Caupte. I do not know, sir. 

Mr. DeWinp. But you thought it might be a good idea for him to 
call Mr. Oliphant ¢ 

Mr. Caupte. I thought Mr. Oliphant could certainly tell him what 
he had to do, what the procedures would be and who to see. That 
would be the normal thing. Because one thing about it, 1 certainly 
would not know. IT would not know. 

Mr. DeWixp. Did vou call Mr. Oliphant yourself at that time ‘ 

Mr. Caupte. Mr. DeWind, I could have, but I don’t demember. I 
could have, but I just don’t remember. I know one thing. I was 
surprised to know that the young man was in financial difficulties. 

Mr. DeWixp. You say you knew he was in financial difficulties / 

Mr. Cavupie. | say I was surprised. 

Mr. DeWinp. Oh, you were surprised ¢ 

Mr. Caupie. Yes, sir. 

Mr. Curris. Mr. Chairman, I am not sure as to the timetable here. 
You made two trips to Florida with Mr. Whitehead, or in his plane? 

Mr. Cavupie. I think I did, Mr. Curtis; yes, sir. 

Mr. Curtis. And when were they? 

Mr. Cavupie. I think they were in 1947. 
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Mr. Curtis. Both of them in the same year / 

Mr. Cavupte. I believe so, but Iam not positive. 

Mr. Curtis. Now, who else was in the party the first time ? 

Mr. Caupie. Well, in the party the first time would have been, I 
think, Mr. James Bennett, Director of the Bureau of Prisons, Mr. 
MecInerny 

Mr. Curtis. Who is Mr. MeInerny? 

Mr. Caupir. Mr. MeInerny was former Director of Public Infor 
mation for the Department of Justice, and I think at that time he was 
employed by the Standard Oil Co, of New Jersey. 

Mr. Curtis. And who else was in the party? 

Mr. Caupur. I think that Mr. I. T. Cohen was in that party. 

Mr. Curtis. And who else? 

Mr. Cavupie. And T just don’t know of anybody else, Mr. Curtis. 
Mr. Curtis. Well, then, how much later did you make the second 
‘ip in Mr. Whitehead’s plane ? 

Mr. Caupte. Mr. Curtis, I just don’t know, sir. 

Mr. Curtis. It was the same vear, as you recall ? 

Mr. Cauptr. Well, sir. 1 don’t know whether it was the same yea 
or not, but I think it was. 

Mr. Curris. Now, who was along that time ? 

Mr. Cavore. I know that Mr. Turner L. Smith was alone that 
time. and I think that Mr. James M. Barnes was alone that time. 
And if there was anybody else along at that time, I just don’t know 
right now who they were. 

Mr. Curtis. Was Mr. Oliphant along? 

Mr. Cavupir. IT do not remember whether Mr. Oliphant was along 
or not on that second trip. 

Mr. Curtis. Well, which trip did he go? 

Mr. Cat DLE. I believe he was along on the second trip. 

Mr. Curtis. At vour invitation ? 

Mr. Caupie. T think so, ves, sir. 

Mr. Curtis. Now, who else was along? 

Mr. Cavupie. I think Mr. Barnes was along. I think Mr. Turner 
L. Smith was along. If there was anybody else along, Mr. Curtis, 
I tell you, T just don’t remember. 

Mr. Curtis. Were any of the wives along? 

Mr. Cavpir. No, sir. 

Mr. Curtis. Now, to your recollection that was in 1947? 

Mr. Cavoir. Yes, sir. It could have been in 1948, but Tam not sure. 

Mr. Curris. What IT want to know, Mr. Counsel: This jeopardy 
assessment. Mr. Whitehead telephoned Mr. Caudle about. in April 
1949—T want to know whether that is a tax matter that arose after 
this trip, or whether it was pending at the time Mr. Whitehead was 
entertaining these men. 

Mr. Cavpte. I had no knowledge, but it may have been pending. 

Mr. Curtts. I am asking Mr. DeWind. 

Mr. DeWinp. Mr. Curtis, perhaps we can clarify the situation 
somewhat in this way. Mr. Caudle has said Mr. Oliphant was the 
chief counsel for the Bureau at the time he made the trip. My recol- 
lection is that Mr. Oliphant was appointed to that position on June 
30, 1947. So it was some time after June 30, 1947, that the second 





~ 
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trip occurred. Now, the tax investigation case against Mr. White- 
head was jacketed on June 25, 1947. 

Mr. Curris. What do you mean by that ¢ 

Mr. DeWixp. Well, the special agent's office made a file on the 
case, starting a formal investigation by the Intelligence Unit, on 
dune 25. LAT. 

Mr. Curris. That was in the field ¢ 

Mr. DeWixp. In the field. Now, prior to that time, of course, there 
had been investigation by internal revenue agents, but the Intelligence 
Unit didn’t formally jacket the case until June 25, 1947. Prior to that 
Line, there hac heen ul preliminary investigation by the Intelligence 
t) {iil lof course, atax aucit In the internal reventie agents, 

Mr. Curris. When had that been done / 

Mr. DeWinp. That had started at some time prior to June 2d, LOL, 
IT don’t know the precise dates, but tt must have covered a matter of 
considerable months 

Mr. Curris. Tf it followed the regular course, when would copies 
or notices or letters concerning that be sent to Washington 4 


Mr. DeWinp. Well, when the case jacketed, whi his the term that 
= used, it is jacketed in Washington. The Washington file is started 
when the Intelligence Unit jackets the case. So the first file opened 


in Washington, | think, would be June 25 of 1947. 
Mr. Curris. Then it was very clear that this had been in the mill for 
some little time in the field. 

Mr. DeWinp. That is right. 

Mr. Curris. And it involved vears prior, far prior, te the accept- 
anee of entertainment hy these men / 

Mr. DeWinp. That is right. 

Mr. Cavupur. But T would like to say, if T could, Mr. DeWind, that 
Thad no knowledge of those things at that time. 

Mr. DeWinp. Yes: T think you have said you didn’t know about it 
until later. 

Mr. Caupie. Yes. 

Mr. DeWixp. Some of the people that you mentioned here, T think, 
have not been identified. Mr. Turner Smith was vour assistant mi the 
‘Tax Division: is that correct / 

Mr. Cavorur. If it was in M47, he was Chief of the Civil Rights 
Section in the Criminal Division. Mr. Smith didn’t come up for 
some time after I went to the Tax Division, and it must have been 
about S or 10 months before he was even a section chief over there. 

Mr. DeWinp. You transferred Mr. Smith to the Tax Division when 
you went there / 

Mr. Caupie. Yes, sir: he wanted to come up with me, 

Mr. DeWinxp. Mr. Turner Smith is no longer with the Department 
of Justice? 

Mr. Caupie. No, sir; Mr. Turner Smith resigned, here, a couple 
of months ago. I tried to prevail upon him to stay while I was there, 
but he had inducements to leave, and I certainly couldn’t blame him. 

Mr. DeWixp. Going back, then, when Mr. Whitehead called you 
about the tax liens, you think you may have called Mr. Oliphant at 
that time / 

Mr. Cavpir. I think T may have, Mr. DeWind. Because I know 
I did not know the procedures of the Bureau of Internal Revenue on 
the type of investigation they were making, about levying assess- 
ments and liens and closing up his place. 
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Mr. DeWinp. Well, when vou called Mr. Oliphant, what did you 
sav to him? 

Mr. Caupie. Mr. DeWind, I will have to sure give you a hazy 
recollection, if I called the young man. T think T called him, but I 
can't be positive. But if I called, I certainly told him the substance, 
that Mr. Whitehead had called me over the phone, ane they had levied 
on his place, or something about closing it up. 

Mr. DeWinp. Did you ask him to see what he could do about 
having the liens removed or not imposed 4 

Mr. Cavupte. | may have. Mr. DeWind, to see what the facts were 
on it. Beeause I didn’t know what the facts were. 

Mr. DeWixp. Well, not knowing the facts, did you ask him to see 
what he could do to remove the hens or prevent their being imposed ¢ 

Mr. Caupir. I may have. Mr. DeWind. T have some faint recol 
lection of calling Mr. Oliphant when Mr. Whitehead called me on 
the phone. 

Mr. DeWinp. You didn’t say, “I am disqualified in this case’? 

Mr. Caupie. Novsir. [sure didn’t. 

Mr. DeW inp. Well, isn’t the matter perfectly simple, Mr. Caudle, 
that vou wanted to see what you could do to help him out of his tax 
difficulties ¢ 

Mr. Cavupte. Mr. DeWind. T will tell you the human thing. When 
anyone calls you like that, and you get so many iInquiries—so many 
inquiries—and T was not familiar with the procedures of the Bureau. 
And I think it was about the most normal thing in the world for 
me to call Mr. Oliphant. Ile would probably know, And IT think 
later on, T don’t know who told me, but T think that Mr. Whitehead 
had to raise S40,000 or something like that to be able to do business 
again. and [think the young man raised it. 

Mr. DeWinn. Did you ever learn that following your telephone 
call, the next day the tax liens were removed ¢ 

Mr. Caupte. Sir? 

Mr. DeWixp. Did vou ever learn that the day after your telephone 
call the tax liens were removed / 

Mr. Caupie. No, sir: I don’t believe they were removed. Were 
they removed the next clay, do you know 4 

Mr. DeWinp. I believe that is the fact. I am asking you if you 
knew that to be the fact. 

Mr. CAUDLE. I never heard that before. I didn't know. 

The fellow had a lot of people emploved down there in his place. 
He had a pretty big place. And IT know that T asked Mr. Whitehead 
one time how did he ret into these tax difficulties. Tle said that he 
had a cotton mill over there in Raeford. N. C.. and they were making 
money, and instead of taking the money that the cotton mill made 
tO par the tax, he took that money and ran a risk and increased his 
floor space about 90,000 feet. And after the whole story Was over, 
“és ‘Re the whole null. IT think they sold the mill and everything le 
rad, 

Mr. DeWinxp. Well, now. your feeling that you would like to do 
something to help Mr. Whitehead. then, was the direct result of the 
flying around with him you had done ¢ 

Mr. Caupir. No, sir: if that gentleman—if T had known him. if 
he had called nie Up, if anvbods would have called The wp. I woul l 
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have been delighted to pass on the information to the Bureau of 
Internal Revenue and refer them to the Bureau. Because the prob- 
lem was over there. It was not over in my place. 

Mr. DeWinp. Well, as a matter of fact, what you did ask Mr. Oli- 
phant to do was to intercede in the case and see what he could do to 
help him? 

Mr. Caupie. My vague recollection was that when I talked to Mr. 
Oliphant—and I think I talked to him, Mr. DeWind—Mr. Whitehead 
had called me that they had levied on him down there, and Mr. White- 
head wanted to know what he could do to satisfy the Government 
or whatever it was. I declare, you know, it is hard to remember con- 
versations that far back, as busy as I was. 

Mr. DeWinp. After that time, did Mr. Whitehead entertain you 
any more? 

Mr. Caupie. No, sir. T don’t believe he did. 

Mr. DeWinp. Did he take you on any more plane rides? 

Mr. Cavpir. I don’t believe he did, sir. Let’s see. 

Mr. DeWinp. How recently have you seen Mr. Whitehead ? 

Mr. Cavupir. I haven't seen Mr. Whitehead in a pretty good while. 
I haven't seen Mr. Whitehead in 

Mr. DeWinp. How about some more plane rides after that?’ Do 
you remember any ? 

Mr. Cavpte. Mr. DeWind, T declare, I do remember one time over 
here when they had the primaries in my State, and Mr. Whitehead 
was invited to come over, I ae and flew over there, and I believe 
he brought my brother, Mr. Caudle, Charles Caudle. Tam not cer- 
tain. And I remember that the pilot—I wanted to go down to Wades- 
boro to vote, in my home county, and [ think the young man flew me 
down and flew me back over to Cape Charles. Mr. Whitehead stayed 
alone. 

Mr. Whitehead was invited over there by Mr. Harry Holt, I believe, 
the United States attorney. Beeause he had been on these trips before 
over there at Cape Charles. 

Mr. DeWinxp. When did you learn that Mr. Whitehead’s case was 
not going to be criminally prosecuted ¢ 

Mr. Cavprie. You know, Mr. DeWind, T never have been officially 
told that he was not going to be prosecuted, if I remember. 

Mr. DeWrxp. Well, did Mr. Whitehead ever tell vou? 

Mr. Cavupir. No, sir. 

Mr. DeWixp. Where did vou get the idea that he would not be? 

Mr. Caupte. Well, I heard later on, later on somehow or other, that 
he was being investigated for fraud, after all these trips. I think 
Mr. Oliphant told me he was being investigated for fraud. T am not 
sure. And I was very much surprised about it. That was after all 
the trips were over, that he was being investigated for fraud. 

Mr. DeWrxp. You say you learned of it after the trips were over. 
But the investigation was going on while the trips were going on. 

Mr. Caupte. No,sir. I didn’t ‘know anything, if I remember, about 
Mr. Whitehead’s tax difficulties while we were on these trips. The 
fellow, IT don’t think, ever mentioned them to me. Certainly if he 
had of. I certainly wouldn’t have invited Mr. Oliphant to go along, 
and I don’t believe I would have gone myself. 

Mr. Curtis. At that point, may TI ask a question, Mr. Chairman ? 

Chairman Kine. Mr. Curtis will inquire. 
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Mr. Curtis. Of this party that went down there, whom did you 
invite besides Mr. Oliphant ¢ 

Mr. Caupte. I think, Mr. Curtis, Mr. Jim Barnes. 

Mr. Curtis. And did you also invite your assistant, Mr. Turner 
Smith ¢ 

Mr. Caupte. I believe so. 

Mr. Curtis. Yes; did you invite Mr. McInerny? 

Mr. Caupie. Mr. MeInerny? I don’t believe he was on this second 
trip. 

Mr. Curtis. I see. But you did invite Mr. Oliphant and your own 
assistant and Mr. Barnes? 

Mr. Cavupte. Yes, sir. 

Mr. Fs urtis. In other words, you got up the party for him. 

Mr. Cavupte. I sure probably did. I probably spearheaded the whole 
thing, when he called me up. But I tell you one thing. I didn’t know 
the young man was being investigated, Mr. Curtis, at that time. I 
sure didn’t. I just didn’t have no knowledge of it. 

Mr. Curtis. You picked a rather influential party for him, any- 
way. 

Mr. Caupie. Yes, sir; they are very fine men, sir. They are very 
fine men and very honorable men, I think. But just because I picked 
them there certainly was no intention to lay down any framework to 
help Mr. Whitehead. T will tell you that. I didn’t know the voung 
man Was investigated then. It was a pretty good while later, if I 
remember, when he had these liens of assessment against him. 

Mr. DeWinp. Mr. Caudle, did you have any feeling at the time that 
possibly you were putting some people under some sort of obliga- 
tion by this type of free traveling? 

Mr. Cavpie. When IT went down? TI didn’t have any whatsoever, 
Mr. DeWind. 

Mr. DeWinp. You didn’t feel that vou might be embarrassing or 
creating a situation that might embarrass Government officials 

Mr. Caupte. No, sir: I sure didn’t, because I didn’t know the young 
man was being inve tigated. I didn’t know it then. 

Mr. DeWixp. That wasn't what I was saying. But were you creat- 
ing a condition of obligation by what you were doing that might con- 
ceivably, although you didn’t know it, you say, create a future 
embarrassment ¢ 

Mr. Caupie. I don’t know. I certainly didn’t intend to. 

Mr. DeWinp. I judge from what you say that Mr. Whitehead’s 
entertainment of you and other Government officials has dropped off 
rather sharply. 

Mr. Caupie. Sir? 

Mr. DeWinp. I say T judge from what you say that Mr. White- 
head’s entertainment of you and other Government officials has 
dropped off rather sharply, after the case was brought. 

Mr. Cavupur. Yes, siree. T haven't hardly had a thing to do with 
Mr. Whitehead. Tran into him, I think, over at the airport one day, 
when he was flying down from New York. IT just ran into him at the 
airport. IT was going off somewhere. 

Mr. Gautacner. Wait a minute. 

He didn’t understand your question. 

(Mr. Gallagher consults with Mr. Caudle.) 

Mr. Caupte. No, sir; I didn’t understand that. 
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Mr. DeWinp. Does it now seem to be a fact that Mr. Whitehead 
has not entertained you in some time ¢ 

Mr. Caupue. Yes, sir. 

Mr. DeWinp. That is what I was saying. 

Mr. GautAcuer. That is not what you said, Mr. DeWind. 

Mr. Caupne. If that is the case, IT don't know about it. I haven't 
talked to the Bureau people about Mr. Whitehead. 

Mr. DeWinp. LT thought vou said you had learned somehow that the 
Whitehead case had been dropped. 

Mr. Caupue. No, sir. 

Mr. DeWinp. You don’t know to this day ¢ 

Mr. Caupite. No; to this very moment | don’t know that, sir. 

Mr. DeWinp. Lean inform you, I think, from my information that 
it was dropped. And you tell me that the entertainment has been 
dropped. 

Mr. Gansacuer. Just a moment: Mr. Chatman, 1 don’t think he 
said that. 

Mr. Caupte. | think— 

Mr. Gausacuer. Just a moment. Be quiet. 

Mr. Chairman, I don’t think insinuations of that sort are justified 
atall. IT think they are just contemptible. 

Mr. Caupie. I will tell you one thing. The man hasn't got—— 

Mr. Gattacuer. Be quiet. 

Mr. Cavpie. An airplane to play in new. They took his plane and 
everything. 

Chairman King. Proceed, Mr. Counsel. 

Mr. DeWinp. Now, Mr. Caudle, did you find yourself later feeling a 
sense of obligat ion to Mr. Whitehend ¢ 

Mr. Cavpir. No, sir. Officially 

Mr. DeWinp. Well, officially or unofficially. 

Mr. Cavpie. No, sir. 

Mr. DeWixp. When Mr. Whitehead called you on the phone on a 
matter that had no concern with your office officially, you did feel 
that vou ought to call the chief counsel for the Bureau of Internal 
Revenue about it 4 

Mr. Caupie. As an accommodation to him, I had no hesitaney in 
doing so. 

Mr. DeWinp. Have vou accommodated many other people in that 
way‘ 

Mir. Cxcnue. I don’t know, sir. Bit 1 tell you, Vou see, | didn’t 
know whether they had a frand investigation, 

Mr. DeWinp. Just a minute. Have vou accommodated many other 
people in that way! 

Mr. Cvvone. Tmay have. IT don’t recall any. 

Mr. DeWinp. You don't recall any / 

Mr. Cacoie. No, sir: T don't recall any. But a lot of people don't 
know the procedure of the Bureau, ana | tel] you Ve ry frankly | don’t 
understand them vet myself, 

Mr. DeWinp. TP know. but just a minute. You did not leave this 
matter by telling Mr. Whitehead that he should call Mr. Oliphant, 
evel, 

Mr. Cacprure. How is that. sir? 

Mr. DeWinp. You did not leave this matter simply telling Mr. 
Whitehead to enll Mr. Oliphant. You called Mr. Oliphant vourself. 
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Mr. Cavore. I think IT called Mr. Oliphant at the request of Mr. 
Whitehead. 

Mr. DeWinpv. At the request of Mr. Whitehead ¢ 

Mr. Cavour. I think se, sir. 

Mr. DeWixp. You thought that was a perfectly proper request 
in the circumstances / 

Mr. Caupie. TL think so, because, T think he said his place had been 
levied on, his place was closed, and he wanted to know what the 
Government required him to do to open up again. “That is my best 
recollection, again. 

Mr. DeWinp. | suggest the conversation was a little bit different, 
that Mr. Whitehead called. that he was ima state of high indignation 
and asked that you do something to vet these hens removed, 

Mr. Caupte. T know IT explained to Mr. Whithead that Thad no 
jurisdiction in that field whatsoever. 
~ Mr. DeWrNp. Tam sure Mr. Whitehead probably knew that. 

Mr. Caupir. He may have, Mr. DeWind, but T didn’t know that, 
I didn’t know that. sir. 

Mr. DeWinxp. But then vou undertook to call somebody who liad 
also received entertainment from Mr. Whitehead, and you suggested 
that Mr. Whitehead call him. 

Mr. Cavupie. | probably did, sir. 

Mr. DeWinp. Now, don't you think that that was in response to 
some feeling of ooligation 4 

Mr. Caupue. Tdon’t think so, but it certainly was an accommodation 
I would have done for anybody that would have called me. 1 didn't 
know what the procedures were. 

Mr. DeWinp. Don't vou recall saying in an earlier conversation 
with the committee : 

Of course, you know, when you have a friend and you have been off flying 
around with him, and he gets messed up, and you get with a croup of friends 
und Tam with Mr. Oliphant a great deal, not very often, but we talk to each 
other on the telephone; we have to, every day—-we are calling up and trying 
to cooperate With each other. Our Divisions are trying to cooperate with each 
other. And it is hardly impossible for us not to talk about Mr. Troy Whitehead 
being under investigation, because they have really treated him rough down 
there 
Is that about what vou said? 

Mr. CAUDLE. | may have said something like that. because Mr. 
Whitehead said they sure did: they sold his cotton mill and closed up 
his place. | think he hac to sell his airplane. They took his personal 
automobile. I don’t think he has got a thing left. 

Mr. DeWixp. You thought that was unjustifiably harsh treatment 4 

Mr. Caupie. Novsir: | didn't think it was ton pust if dl. bit | thought 
it Was pretty rough. 

Mr. Curtis. Did he owe taxes for that / 

Mr. Caupir. Evidently he did, Mr. Curtis. but what thev were, I 
don't know. 

Mr. Curtis. Was it your feeling that it Was an uniust claim ? 

Mr. Caupie. No, sir. No. sir. because Mr. Whitehead told) me 
himself, if | remember, that it was all his fault: it was all his fault 
about vetting behind and not paving the taxes on that cotton mill over 
there in Raeford, and he was awfully worried about trving to save 
the mills, Anal they had a recession ID the textile field. And there 
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was no hope in the world to save it. I think they sold it and dis- 
mantled it, and different people bought parts of it. I don’t know, sir. 
Chairman Kine. The committee will now recess until 1:30 this 
afternoon. 
(Whereupon, at 12:03 p. m., a recess was taken until 1:30 p. m., 
this same day.) 
AFTERNOON SESSION 


(The hearing was resumed at 1:35 p. m., upon the expiration of the 
recess, } 

Chairman Kine. Mr. Caudle? 

Mr. Gatiacuer. May I come to the bench, Mr. Chairman ‘ 

Chairman Kine. Yes, you may. 

( Brief consultation between Mr. Gallagher and the committee mem- 
bers and staff.) 

Chairman Kine. It has been brought to the attention of the com- 
mittee by counsel for Mr. Caudle, Mr. Gallagher, that Mr. Caudle 
feels that because of illness he is unable to continue this afternoon and 
be submitted to questioning. 

Mr. Caudle, are you yourself of the mind that you would be not com- 
petent to properly answer questions this afternoon ¢ 

Mr. Cavupie. Mr. Chairman, I have a splitting headache. It has 
been going on ever since 4 o'clock this morning. I have taken sedatives 
and have tried to overcome it, but I can’t. It is the migraine type. 
And I hesitated for Mr. Gallagher to mention it to you. I am will- 
ing to go on in this condition, but I tell you, I feel very bad. 

I went to the physician this morning to get something for it, and 
it is very painful to me. 

Chairman Kine. It is your intention, Mr. Caudle, if we should ex- 
cuse you today, to take care of yourself and prepare for appearance 
tomorrow morning ? 

Mr. Caupie. Yes, sir. 

Chairman Kine. Under the circumstances, Mr, Caudle, I don’t know 
what counsel for the committee could do other than to excuse you and 
allow you to recoup your strength and be prepared for appearance 
tomorrow, 

If there is no objection, you will be excused until 10 o'clock tomor- 
row morning. 

Mr. Cavoie. Thank you, sir. 

Chairman Kine. I hope you will get to feeling better. 

Mr. Cavpte. Thank you, sir. 

Mr. Gautacuer. L would like to speak to Mr. DeWind just a mo- 
ment, 

( Brief consultation. ) 

Chairman King. The committee is adjourned until 10 a. m. tomor- 
row morning, 

(Whereupon, at 2:02 p. m., Tuesday, November 27, 1951, the hear- 
ing was adjourned to reconvene at 10 a. m., Wednesday, November 


98, 1951.) 
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WEDNESDAY, NOVEMBER 28, 1951 


House or Representatives, 
SuBCcOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws or tHe Comnirrer oN Ways and MBANs. 
Washington, D). C. 

The subcommittee met at 10:10 a. m.. pursuant to adjournment, in 
the main hearing room of the Committee on Ways and Means, New 
House Office Building, Hon. Cecil R. King (chairman of the sub- 
committee) presiding. 

Present : Representatives King (presiding), O’Brien, Keogh, Kean, 
Curtis, and Byrnes. 

Also present: Representative Mason, member of the Committee on 
Ways and Means. 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee: Charles S. Lyon, assistant counsel; Howard D. Levine: 
William Silk: and Charles W. Davis, clerk of the Committee on Ways 
and Means, 


TESTIMONY OF THERON LAMAR CAUDLE, FORMERLY ASSISTANT 
ATTORNEY GENERAL IN CHARGE OF THE TAX DIVISION OF THE 
DEPARTMENT OF JUSTICE, ACCOMPANIED BY HIS COUNSEL, 
BERNARD J. GALLAGHER—Resumed 


Mr. DeWinp. Mr. Caudle, it is correct, is it not, that the Tax Divi- 
sion of the Department of Justice has jurisdiction over all Federal 
tax litigation except litigation in the Tax Court ¢ 

Mr. Cavpir. Yes, sir. With the exception—I don’t believe that 
the Tax Division has anything to do with the Aleoholic Tax Unit: 
I think that was handled by the Criminal Division. 

Mr. DeWixp. With that possible exception, all Federal tax liti- 
gation is handled by the Tax Division / 

Mr. Cavpte. Yes, sir; supervised by the Tax Division. 

Mr. DeWinpv. Except for cases brought in the Tax Court of the 
United States, which is not technically a court ? 

Mr. Cavpie. That is right. But the appeals in the Tax Court are 
handled by the Appellate Section of the Tax Division. 

Mr. DeWinp. That jurisdiction in regard to criminal tax-evasion 
cases is complete, is it not? That is all conducted by the Tax Division 
of the Department of Justice? 

Mr. Caupie. Yes, sir; based on all the cases sent over to us by the 
Bureau of Internal Revenue. We haven't any control over what 
cases. We have jurisdiction over what is sent to us. 
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Mr. DeWinp. The litigation is entirely under the control of the 
Department of Justice / 

Mr. Caupie. Yes, sir. 

Mr. DeWinxp. Will vou please tell the committee, Mr. Caudle. the 
main factors that enter into consideration by the Department of Jus- 
tice as to whether or not a eriminal tax case should or should not be 
prosecuted 4 

Mr. Caupur. T would be glad te. May I stand ¢ 

Mr. DeWinxp. L beg your pardon ¢ 

Mr. Cavour. May I stand? 

Mr. DeWinp. Certainly. 

Mr. CAUDLE. Mr. Chairman, the Tax Division is composed of four 
sections; one is the Appe ‘Hate Section, which handles all cases on ap pei al 
from the cireuit courts in the country. Then it works in cooperation 
with the Solicitor General in all tax cases that may reach the Supreme 
Court. The other section, or the second section, I will say, is the 

ivil Section, which is composed of about 36 men and headed by a see- 
tion chief, Mr. Andrew Sharpe, and under his supervision all the civil 
litigation in the country is carried on in all of the States and often- 
times the State courts in bankruptcy proceedings and matters of that 
type. The third seetion is a Compromise Section: it works and acts 
independently of the Civil Seetion. Tt has six men with a section 
chief. a very able section, and in all of these civil cases the Govern- 
ment has weaknesses in their cases just like the people who bring these 
lawsuits, and offers of compromise will arise at times after the issues 
have been met and answer has been filed and the matter is in ‘the 
Federal courts. When those compromises are offered the ‘Vv are mi ade 
in writing, they are then sent over to the Bureau of Internal Revenue 
to determine whether or not in its opinion the compromise is adequate 
or is proper or whatever the value of it would be. Then it is returned 
and is considered by the Civil Seetion under Mr, Sharpe and all of the 
attorneys who had anything to do with it, particularly the attorneys 
in the trial Held to whom was assigned the case. All of their recom- 
mendations are made in writing, everything is a record, and then it 
comes down to the compromise section W hich independently evaluates 
the chances of the Government winning its case or not. Then, Mr. 
Chairman, those compromises often, many times, rejections are recom 
mended. aml when rejections are recommended rejection is made. 
We either try the case or the compromise is increased. That goes on 
all the time. The Government goes into court as an individual just 
like the one who brings the action comes into court as an individual, 
and the strength of the case will be determined upon what the 
facts are. 

Now the fourth section, Mr. DeWind, is the Fraud Section. ‘That 
section is handled, supervised, by Mr. Meyer Rothwacks. When I 
was over there we did not have near enough men to cope with the 
problems of the fourth section. I think there were eight. There 
wis a promise that more men would be placed on. It is hard to get 
trial lawyers with the prices that the Government has to offer in that 
section, or the civil section, for that matter. But be that as it may, 
suppose we will follow a criminal case, a criminal reference report 
that has come over from the Bureau. It is referred by the Commis- 
ioner of Internal Revenue with recommendations for prosecution, 
It is nddressed to me. though IT never see it. It comes straight to the 
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section chief in charge and he assigns that case to one of his men 
according to his case load. That gentleman is expected—oftentimes 
in staff meetings | have encouraged them all to be independent. They 
have the power to bring in all the agents who had anything to do with 
the investigation of the case. They have the power to write letters 
in mi tame, make long-distance calls in my name, they speaking them 
selves, and then when it is all over they are expected to make 
analysis of that case in detail and a recommendation, That recom 
mendation, evervthing is in writing, All of the attorneys and tax 
pavers and accountants who appear before that individual, a confer 


° , } 
ence memorandum Is hn the hile To Stow who was there, what took 


mince, \] othe vdielitional evidence that is offered. Oftentimes « 
fence ts brouelit to the ‘Tax Lis ion thosat Was never avallal le to 1 
agent in the field, \ rely \ ould raise a eTrave adoube : bout \ heth rool 
ot a person Was innocent or euiltv or not. But be that as nN) 
hen that is done, this attornev to whom this toe Wis ussig 1) ik - 
! nlvs nbwritthe at dl his recommiencdiat i 

Tl N whe lL eame into the Pax Division i) re) er Or eee ri ] 
precaut on, trying to lay ce Whoa police that would ulate us from a 
attack and to trv to ke }? the Dry s1on Be these hot cases the @ sli 
picton, | required that the cases be reviews al: that whe the fir t lie? 
receive the cuse, the first ih recelVves the Ciuse, hits work Was to he 
reviewed by one or two very able trial lawvers in the Division, men 


who had long experience in the trial courts, and then they were re 
quired to make an indepen nt appraisal of the case They were re 
quired to do so. Then it went to the section chief who was required 
to review the whole thing. look over the analysis and to mdep ident i\ 
make his comment about it. Our files are full of these th ngs, 7] hen 
after it would leave the criminal section under t! 
would then go to Hi first assistant known as the pl Incipal assistant of 
the Assistant Attorney (ieneral. He was required toreview it. Often- 
times we have conferences with a man who originally had charge 
of it. 

I wonder if you gentlemen can take all the pictures and then let 
me concentrate, T can hardly concentrate. 

Then he is required to review it, the principal assistant is. and 
evervthing is done in writing. There is nothing—attorneys coming 
to the Division are told that all explanations of their defenses are not 
worth a thing unless they are able to leave with us proof that what 
the Government contends the taxpaver did was wrong, and then that is 
when the case comes tome. [never had the conferences with attormevs 
when the case first came over to my Division. In the first place, Mr. 
Chairman, I have never had the time or opportunity to read the 
criminal reference report and get familiar with it. T would have to 
depend upon the analyses that were made by these very able and 
honorable men in this section. Then T would get the file on my desk 
and everything that had been written, all the memorandum was in the 
file and there would be a recommendation for prosecution or there 
would be a recommendation that there would be no prosecution, or 
there would be a recommendation that the file should be returned back 
tothe Burean for a supplementary investigation. 

IT would like to say. Mr. DeWind, that T do not ever recall ever 
having refused to authorize a prosecution of a case that was recom- 
mended to me by those associated with me on my staff and below. 


we section chief, it 
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Every single case since I have been in that Division for 4 years, when 
they recommended prosecution I sent it out to the grand jury. Some- 
times we defend weak cases, border-line cases, and IT would get a 
complaint from the United States attorney that they couldn't win the 
case, But I tell you one thing, and this was a policy that I set my- 
self over the objection of my men, 17 in number then, but the relation 
between the Bureau of Internal Revenue and the Tax Division was 
the relation of attorney and client. Congress had appropriated mil- 
lions of dollars to investigate these cases and that when they recom- 
mended no prosecution LT wanted the Bureau of Internal Revenue 
to know every reason why, every detail, that these men thought that 
this case could not be won. 

Mr. Chairman, T remember, and T think that those who are in the 
section now would love to come here and say to you today, when I first 
ceme tothe Division. Isaw going across my desk a recommendation 
for no prosecution and a suggested letter, about a paragr aph or so, 
advising the Bureau that the facts were not sufficient to warrant prose 
eution. IT did not think that was enough. I thought that the Bureau 
of Internal Revenue ought to know every detail, every reason, why 
we could not prosecute that case successfully, and consequently we had 
a lot of ya-vaing over there about it. The men said I was putting too 
much work on them to require them to send an analysis to the Burean, 
but L told them it absolutely had to be done; it was security for them, 
security for me, and security for the integrity of the Attorney General, 
and this office. From that time on letter after letter where they rec- 
ommended no prosecution T would always insist that a detailed 

inalysis be sent over to the Bureau so that letter would not only go 
to the chief counsel but would go to the regional counsel and from 
the regional counsel down to the special agent in charge, and finally 
into the hands of the agent who sent the case up, so he would know 
exactly what the reasons were and there was a tacit understanding 
between the Bureau of Internal Revenue and the Tax Division that 
any case that was returned because we did not believe we could win it 
on the facts that they then had in mind, that if they could strengthen 
the case it be returned to us and we would be delighted to consider it 
again and we would send it to the grand jury. 

Briefly that has been the precedure while IT was there. I remember 
so many cases where we looked like we couldn’t—for instance, a net- 
worth case. We would have to have a starting point. Many of the 
cases were net-worth cases. The trial would not have a starting point 
that we could show how much a man was worth the vear before or he 
filed a return that was in question. Then out of still an abundance of 
caution T would require cases like that to be sent out to the United 
States attorney so that there in the field, in the district where the case 
was made up and where it was first begun with the agents, they could 
try to strengthen the case. The files are full of those memoranda. 
And T tell you, Mr. Chairman—and I want you gentlemen of the press 
to please quote me correctly on this st atement—that nothing in this 
world would give me more pleasure and would give me more pride 
than for every single file that I have ever put my name on in the Tax 
Division, civil or criminal, be brought into this large assembly room 
here and stacked up before you gentlemen where the press and the 
public can read every word of it. Not a thing to conceal, not a thing 
to hide: proud of achievement that we made over there on cases that 
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we tried our best to strengthen. I wish all the files could be brought 
here. I don’t know of anything in the world that would give me more 
pleasure. I am sure that the gentlemen who work with me would 
certainly have no objection, I am sure they share the same view with 
me. But that is a matter over which I have no control, 

You ask me about cases that 1 remember, Mr. DeWind, that is 
the substance of the procedure that we follow in the Division. 

Mr. DeWinp. Mr. Caudle, when you receive a case with a recom- 
mendation for prosecution can you outline at least the principal fae 
tors that are considered in making the decision whether or not to 
prosecute ¢ 

Mr. Caupte. Whether or not to prosecute ¢ 

Mr. DeWunp. Yes. 

Mr. Caupie. Yes, sir, Mr. DeWind. That decision would be based 
upon a long, detailed memorandum showing the name of the taxpayer, 
his oecupation, his record, his education, his family, his children, and 
then there would be long paragraplis in detail of the type of evidence 
that the taxpaver had used in adopting some kind of a device or 
scheme to cover up and to hide and conceal what he ought to have 
returned in his tax return. Then the next thing that would follow 
and this was the usual form that was required over there—the next 
thing that would follow after the evidence was discussed would be 
to show the year involved, the amount the taxpayer returned as his 
taxable income, then in the next column it would show the amount 
of tax that he ought to have returned which he did not, and in the 
third column it would show the amount of net income which he made, 
allegedly made, which he did not return. In another column below 
in that form was the amount of tax he actually paid, the amount of 
tax that he ought to have paid and in the third column the amount 
of tax that he actually thought that he owed which he should have 
paid and evaded. Then on that recommendation, all in writing. all 
in long record, then I would have to make the decision. That is when 
we recommended prosecution. I sent them out. 

Oftentimes attorneys having been overruled by members of my stat 
and men who worked on the case, they would appeal to me for a final 
hearing and that was when I would have the conference with the 
attorneys. I would not have any conferences with the attorneys in 
the case until at that stage. I would greet them when they would 
come in to see me. LT would see them and they would come in scores 
and scores during the month. TI would ask them what case they were 
interested in. Then IL would find out the gentleman who had it and 
an appointment would be made and they would go down to have a 
conference. If anybody wanted a general conference with me, a gen- 
eral conference, then I would have it, 1 would have all the attorneys 
in who had anything to do with it and then we would go through 
the facts. They would be told what the Government contended that 
the taxpayer did wrong, and unless the proof was there that he could 
refute it, I am talking about documentary proof, not what lawyers 
would argue, Mr. O’Brien, but documentary proof, that case would 
certainly go out and they went out all over the country. The border- 
line case I sent out to the United States attorney to try to have them 
strengthened, and I do not believe that the Bureau of Internal Reve- 
nue or us—oftentimes we would honestly disagree with whether we 
could win a case or not. We would try to adjust those differences by 
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having a conference with the Bureau if we had anything else. Every 

case we had we tried our best to strengthen it, because to lose a case in 
the district does a great deal of harm. More harm is done when a 
man is indicted and you lose a case than when you have a conviction, 
You vet a lot of good out of that. 

Mr. DeWinv. [I would like to get down to some specific standard. 

Mr. Caupte. Yes, sir. 

Mr. DeWinp. For example, what is the standard of the Tax Divi- 
sion on the over-all question whether to prosecute? Is the standard 
that we think this fraud is established beyond a reasonable doubt ; is 
that the standard ¢ 

Mir. Caupie. The standard, Mr. DeWind, that I went by, and what 
i think my associates went by: if we reasonably believed that a prose- 
cution would result ina cons ietion, if we reasonably beheved that the 
facts we had were sulhicient to convict. 

Mr. DeWinp. Well, now, does the Tax Division take the position 
that they will not prosecute a case unit t isclear bevond a reasonable 
doubt. or is the Tax Division willing to prosecute cases where it seems 
to be nbout an S050 chance. or what is the veneral approach lo that? 

Mr. Cavpie. T tell vou, Mr. DeWind, the case would have to stand 
almost on its footing. IT know when we had about a 50-50 chance of 
winning we would send the case out to the United States attorney and 
get his reaction to it. 

Mr. DeWixp. But within the Department, if vou were going to 
make a recommendation for or against prosecution, was the policy to 
send only eases which seemed to be certainly cases that could be won 
or cases Which the chances seemed good, or cases in which the chances 
seemed balanced, or what was the line / 

Mr. Caupie. If we felt that we had a chance to win the case, the 
ease would vo out. 

Mr. DeWinp. If vou had a chance / 

Mr. Caupie. If we felt we had a reasonable chance to win, the case 
would certainly go out: ves, sir. 

Mr. DeWinp. Are you saying then that the policy of the Depart- 
ment is to seek prosecution in all cases where it thinks it h: as any rea- 
sonable chance of winning / 

Mr. Caupie. Yes, sir: we would. We would unless of course the 
issue of health would be raised. Mr. DeWind. 

Mr. DeWinp. Leaving that aside for the moment. 

Mr. Caupur. Yes, sir. 

Mr. DeWinxp. What percentage of the cases? 

Mr. Cxupie. Sir? 

Mr. DeWinp. What percentage of cases that were presented for 
prosecution during the period that vou were head of the Tax Division 
resulted in conviction / 

Mr. Caupie. Mr. DeWind, I don’t know. There are statisties on 
that in the justification that we would send to the Bureau of the 
Budget and before the Subcommittee on Appropriations here in the 
House. I do not know, sir. I know that at one time we were having 
a lot of difficulty with a good many cases that we were receiving, 
and then, as this policy had been laid down that detailed analysis 
would be sent back to the Bureau, I began to notice that the tvpe of 

eases that came back to us were better cases; they were better pre- 
pared and better investigated. T just really don’t know. sir. It would 
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probably run around 20 percent, 20 or 30 percent. I just don't know. 

Mr. DeWtinp. Twenty or thirty percent of what ‘ 

Mr. Caupte. Twenty or thirty percent of cases recommended for 
yrosecution were not prosecuted, 

Mr. DeWrinp. My question was: When a case is recommended for 
prosecution and indictment is sought, what is the percentage of 
convictions 4 

Mr. Caupie. Percentage of convictions ¢ 

Mr. DeWinp. Yes. 

Mr. Caupte. Oh, say,at one time I think it was around Ys.2 percent. 
i think I testified to that figure before the subcommittee in the Llouse, 
but I tell you the whole story will be found in the estimate. We have 
the tile with the Appropriations Comunittee here and with the Bureau 
of the Budget. The convictions were awfully high. 

Mr. DeWrnp. I didn t— 

Mr. CAUDLE. The convict ions were aw fully high. 

Mr. DeWinpb. I didn't hear the percentage you mentioned—70 or 
st) percent ¢ 

Mr. Cavpne. IT think it was 9s.2 percent. 

Mr. DeWunp. 9.2 4 

Mr. Cavupir. 98.2 percent [think is my best recollection. 

Mr. DeWinp. Then it would appear that there are not many cases 
prosecuted in which the chances of conviction are 50-50, but rather 
you must be y irtually certain of conviction 4 
; Mre Cat DLE. You mean the cases we send out / 

Mr. DeWinp. Yes. 

Mr. CAUDLE. The causes we sent out we worke | sO hard and 
strengthened them that when we sent them out we had a reasonable 
assurance that there would be a plea of guilty. 

Mr. DeWinp. One would suppose that the cases that are prosecuted 
are cases which are virtually certain of conviction. 

Mr. Cavpie. We send out a lot of cases that we aren't certain of. 
it was a jury trial, and it was up to the jury to decide. The Govern- 
ment had a prima facie case; and, whether or not the taxpayer was 
able to beat it down, it was the usual risk and gamble you run in trving 
a case, 

Mr. DeWinp. It would seem from the reeord of success that with 
all due regard to the ability of the attorneys the cases presented are 
cases that are very strong cases, if you have YS percent of convictions. 

Mr. Cavupier. Maybe it seems that way. There were some contests 
in the criminal cases, but I think in the great majority of them the 
people pled guilty. 

Mr. DeWinp. They pled guilty without a trial 4 

Mr. Caupir. Yes, sir. 

Mr. DeWinp. That contributes even more to my reaction that vou 
prosecute only cases that are virtually certain of success. 

Mr. Cauptr. No, sir: not virtually certain. T have seen cases that 
really ought to have been contested, but the defendant pled guilty. 

Mr. DeWinp. At least you would feel that there was no doubt 
about the guilt in view of the plea of guilty ¢ 

Mr. Caupier. Yes. sir. Lots of times we were convinced that a tax- 
payer was guilty, but the question was whether or not the evidence 
we had was suflicient to bring before the jury to make a contest of the 


case, 
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Mr. DeWinp. You believe it was your notion of the policy that 
you would send out any case in which there appeared to be a reason- 
able chance ¢ 

Mr. Caupir. Yes, sir. 

Mr. DeWinp. Of conviction ¢ 

Mr. Caupir. Yes. 

Mr. De Wisp. Not in which you thought it clear bevond a reason- 
able doubt that guilt was established ¢ 

Mr. Caupie. Yessir. If we thought there was a reasonable chance, 
it would go out regardless of who talked to us: it would go out. 

Mr. DeWinp. I tind that very puzzling, because if vou felt this was 
a D050 case, and there was a constant stream of cases going out where 
vou felt the chances of conviction were 50-50, you would certainly 
expect - see the result somewhere near that. 

Mr. Cacpnr. Yes, sir. Those are border-line cases, and in those 
types of cases our practice was to send them out to ‘the United States 
attorney to see if they could be strengthened and get his reaction 
and what he thought the chances were for winning. He would write 
us back. We send a lot of cases out to the United States attorneys, 
rT cid, which my associates recommended that we ought to close. 
I felt like they ought to go out and be strengthened; that the dis- 
triet attorney ought to go out and talk with the agents that investi- 

gated the case so that he would know what we were up against. Maybe 
“ had things, and oftentimes they did which would not develop until 
it got into the district attorney's hands. 

Mr. DeWinv. You felt that the United States attorneys were bet- 
ter equipped to make these decisions than the Tax Division ‘ 

Mr. Cavupie. I tell you, the United States attorney always liked 
for us to authorize him to bring the case before the local grand jury. 
He always wanted us to button up the case and send it out to him with 
instructions to present it to the grand jury, but there were a good 
many times when the cases were too weak and we had strengthened 
them all we could and we tried our best to send them to the district 
attorney and encourage him to make them stronger if possible. 

Mr. DeWrxp. Do the United States attorneys have staffs to investi- 
gate cases ¢ 

Mr. Cavupie. No, sir; they don’t have any staffs to investigate cases, 
but you see the cases would be sent to the United States attorney that 
resided in the district that the collector resided in. That constituted 
our main jurisdiction and that was where the agents were, where the 
headquarters of Intelligence was. 

Mr. DeWinp. Why weren't the cases sent back, these border-line 
cases, sent back to the Bureau? Why are they sent back to the United 
States attorney ¢ 

Mr. Cavupie. Because the United States attorney was there with 
the agent who investigated the case. We would like to get his reac- 
tions as to the possibilities of winning the case; his reaction about the 
whole thing. It would take more time for a case to be sent back to 
the Bureau and then go through the procedure of going to the Penal 
Division with our recommendation downto the i ‘egional counsel’s office 
and in to the special agent. We thought we could cut the time short 
by sending it straight to the United States attorney, who was there 
with the agent and could talk with the agent and could see our analysis. 
And the analysis that is recommended to me by my men, by those 
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associated with me, went to the United States attorney so that he could 
have the benefit of it, whether the case was strong or weak. 

Mr. DeWinv. Was it your experience that the United States attor- 
neys were generally well equipped to handle tax-fraud cases ¢ 

Mr. Cavuptr. There were some offices in the country, Mr. DeWind, 
that were excellently equipped. The New York office, for instance, 
had very able lawyers and lawyers who were skilled in tax matters, 
The office over in Baltimore under Mr. Bernard Flynn is a very finely 
equipped office to handle litigation. "The Chicago office—I can men- 
tion a lot of offices, but I tell you there were a lot of United States 
attorneys over the land who would like our assistance and would like 
to have our guidance and many, many times would eall upon us ina 
contest to send one of the men out to help him try the ease, which we 
always did. 

Mr. DeWinxp. T would assume that in those cases vou would not 
send out border-line cases if they were not equipped to handle them ¢ 

Mr. Cavupie. If we sent them out oftentimes we were so sure of 
conviction, but the district attorney knew he had a contest on his 
hands, and he wanted assistance, and we would send them out. Some- 
times, I remember we had so many men out in the field helping the 
United States attorneys contesting cases, 1 don’t believe I had but 
three or four men in the Criminal Section, and my work would stand 
still. We would have to wait until these men returned. 

Mr. DeWimnp. Well. now. in those cases where the decisions were 
made in the Tax Division as to whether or not to prosecute—— 

Mr. Cavpie. Yes, sir. 

Mr. DeWinp (continuing). Can you stipulate the factors that 
would enter into that consideration’ For example, you mentioned 
earlier that the analysis would show the taxpayer’s name and how 
many children he had. 

Mr. Cavupie. Yes, sir. 

Mr. DeWinp. Where he lived. 

Mr. Cavpir. And the facts. 

Mr. DeWinp. Would the number of children he had have a bearing? 

Mr. Caupie. Not a bit in the world. 

Mr. DeWixp. You wouldn’t consider that / 

Mr. Cauptr. None. I tell you, Mr. DeWind, on that one question 
there. In the last several years I observed in the cases that came over 
to us it was a high echelon of citizenry that was investigated. They 
were public civie-minded people and a great concentration was made 
upon the doctors of the country. A lot of doctors were indicted, a 
lot of them. 

Mr. DeWrnp. Does the particular social status of the person in- 
volved enter into the consideration ¢ 

Mr. Cavupier. Never, never. 

Mr. DeWinxpv. What are the factors that are considered in weigh- 
ing the situation? You have to arrive at a decision whether or not 
this case will be presented ? 

Mr. Cauptr. No. 1, Mr. DeWind, we would have to establish that 
there was an understatement of income. No. 2, we would have to 
establish that there was a willful intent to evade. The burden was on 
the Government and fell on the Government to show that there was a 
willful intent to evade: that a taxpayer had adopted some affirmative 
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device, some device that he aflirmatively followed to conceal his taxes. 
Under the Spies decision, which I know you are familiar with, which 
was a case out of New York handed down by the Supreme Court, I 
don’t know, about 10 or 12 vears ago—— 

Mr. DeWinp. T understand generally you would have to show an 
evasion of tax and show it was willful ¢ 

Mr. Caupne. Yes, sir. We have to show evasion of tax: that the 
money was made in that year, and the fact that he didn’t report it was 
willful. 

Mr. DeWinp. That is right: that is in general what you have to 
show / 

Mr. Caupue. Yes. 

Mr. DeWinp. In arriving at whether or not you present a case is 
the amount of the alleged evasion a factor / 

Mr. Caupue. No, sir: I don’t believe so. IT remember when I first 
came in, Mr. DeWind, there were cases involving a small amount of 
alleged unreported income. We had a conference with the Bureau 
of Internal Revenue—I don't remember who talked with about it: I 
think it was with Mr. Oliphant, but certainly it was a member of his 
staff, maybe Mr. Mason B. Lemon or Mr. Riley D. Campbell, head 
of the Penal Division over there—and they said they would like to 
try these smaller types of cases because it would have a tremendously 
deterrent effect on the small taxpayer who was evading his taxes. 
Consequently, we indicted people for really small sums of taxes, which 
was not the practice before I came in. In fact. in 1942 T don’t think 
they received more than 72 cases over there to prosecute in 1 vear. 

Mr. DeWinxp. Then the fact is that the amount of money involved 
is not a factor / 

Mr. Cavonie. No. sir: it would not be a factor if the fraud was there, 
if the scheme and the device had been used by the taxpaver to evade. 
We have prosecuted mates small cases if we could prove the fraud. 

Mr. DeWinpo. That was not quite the question. The question is. 
Do you take into account in weighing the matter the size of the eva 
sion 4 

Mr. Cavonr. Mr. DeWind. I don't recall that we did. I do know 
if a ense got down to de minimis where the amount of money Was so 
small and negligible—L will just give for an example where a man’s 
understated income was four or tive hundred dollars a year there 
would be a great hesitaney on the part of the staff to send a case out 
like that. 

Mr. DeWinp. 1 didn’t mean that. Would there be a difference be 
tween a S1O.000 evasion and a S15.000, or S500.000, or 1,000,000 eva- 
sion’ Does that enter into it? 

Mr. Cavpne. | don't think that enters into it. If there was a fraud 
and we could prove the fraud we send it out. 

Mr. DeWinp. Would you consider the fact of the length of time 
that the investigation had taken’ Would that be a factor? 

Mr. Cavprie. The length ? 

Mr. DeWinp. Yes. 

Mr. Cauptr. No, sir. 

Mr. DeWinp. Lf an investigation had taken 2 years and another one 
had taken 5 vears, would the 5-vear investigation case tend to be con 


sidered as a less good case? 
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Mr. Caupte. No, sir. Mr. DeWind, I tell you, just to give you an 
example here, sir. Beginning in December, around December 15 up 
to Mareh 15, the Tax Divis sion will receive scores of cases. I think 
last year we received from December to March 15 around one hun- 
dred thirty-five to forty cases that had been in the field for a long 
time and the statute of limitations was about to run and these cases 
would be hurried over to us and I do know when March 15 was over 
our men would work so hard because of these cases that came that 
way that I encouraged them all to take a few d: tvs off and take a few 
days with their families because they were worked to death. The Vv 
were cases—to give an example of a case was the Redkin case we had 
up in Newark. Redkin was an alleged rac keteer and they hi ad worked 
on that ease fora longtime. It involved only 1 year, and it came over 
to us and we had about a 3 or 4 days’ statute of limitations on the 
matter before the statute would run. I remember I told one of the 
men to get on a plane and go to New Jersey and start the grand jury 
before the statute came up. Years would not make any difference as 
to fraud with us. 

Mr. DeWinp. IT am trying to get down as to what would make a 
difference. The size of the case doesn’t make a difference ex: ept for 
very small limits ¢ 

Mr. Cavpue. That is right. 

Mr. DeWinp. The status of the taxpayer in the community, none 
of those are taken into account 4 

Mr. Caupie. No, sir. 

Mr. DeWinp. What is taken into account / 

Mr. Caupue. The lack of facts sufficient to make a case. 

Mr. DeWixp. Simply whether you had testimony ¢ 

Mr. Cavupir. Yes, sir, had the evidence to prove the fraud. A lot 
of these cases were hard cases to win and the agent did a marvelous 
job. LT declare, it is just marvelous the way these agents have ce- 
veloped for the Bureau. T don't know how in the world they got the 
case. These net worth cases are very dificult to win. 

Mr. DeWinp. You refer to net worth cases. By that you mean 
cases Where you try to establish the evasion of tax by showing that 
the assets of the t: iXpaver have increased from a st: iting point over 
the ve - in question in excess of amounts shown as income ? 

Mr. Cacone. That is right. because you couldn't rely on his bank 
Pic n and you couldn't rely on any records he had. You have to 
have a starting point to show how much he owed. how much he owned 
the vear before, and then his property acquisition, whether it was 
stocks or bonds or annuities or wh: atever the ‘Vo may have been. 

Mr. DeWtxp. Does = at type of case become very complex / 

Mr. Caupier. Yes, s rit sure does get comp »lex. 

Mr. DeWinp. The ide ‘ntiary questions become very hard to ap- 
praise ¢ 

Mr. Caupnr. Yes, sir, very diflicult to appraise. 

Mr. DeWinxp. The strength of your witnesses is a factor, is it? 

Mr. Cavpnr. Yes, sir, the strength of your witnesses is a factor, 
the streneth of your evidence. Every case will stand on its own, but 
we just liad to have the strength of the case to win or it would be 
foolish to try to vo out and win it. 

Mr. DeWinxp. That is a matter that requires the exercise of a tre- 
mendous amount of judgment, is that right ? 
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Mr. Caupie. Yes, sir, a tremendous amount of judgment and study 
and many conferences with the staff. 

Mr. DeWinp. I gather these decisions are not easy ones to make; 
that cases would be viewed one way or another, and reasonable men 
could differ ¢ 

Mr. Cavour. Mr. DeWind, L declare, it would be interesting to 
see some of these files to see how our men would differ in recom- 
mendations against prosecution and for prosecution. They were 
encouraged to be independent because I thought that was the way to 
get the truth of the thing. 

Mr. DeWinp. A tremendous amount of personal discretion is in- 
volved in deciding whether or not to prosecute a case ? 

Mr. Caupie. Yes, sir. You have diseretion all right, but I tell 
you one thing you are pretty wary about using that discretion in 
declining to prosecute. If you are in my position like | was over 
there, sir, I tell you 1 exercised every source I could to strengthen 
the case because in every single case there is someone informing, 
someone wants an informer’s fee, there are rumors about the ease in 
the community and you are just trying to do everything you can to 
strengthen that case. I tell you there have been instances, Mr. 
DeWind, and Lt don’t know whether | should be proud to say it, but 
we had cases which we just knew we couldn't win but because they had 
been blown up in the press and so many rumors were abroad in the 
community where the case was, we would send the case out to the 
grand jury and present everything we had to prove to the public that 
we didn't have a case, 

Mr. DeWinp. You felt that you did respond then to public pressure 
to prosecute cases even though you thought they should not be 
prosecuted / 

Mr. Caupie. [tell you one thing, public pressure and public rumors 
would just worry the life out of one in charge of a tax division. 

Mr. DeWinpv. Did T understand you to say that in your period as 
head of the Tax Division you never found a case where a recommenda- 
tion had been made for prosecution by your staff that you felt you 
should overrule or reverse ¢ 

Mr. Cavpie. I don’t believe, Mr. DeWind, that I ever reversed my 
men on a single recommendation that came from my staff for pros- 
ecution, 

Mr. DeWinxp. You mean to say that over a period of years in matters 
involving discretion and where reasonable men could differ you 
never found yourself in a position where you felt you differed with 
your subordinates / 

Mr. Caupie. Yes, sir, | have differed with them. 

Mr. DeWinp. 1 meant on the matter of your turning down a 
prosecution. 

Mr. Cavpze. I tell you, Mr. DeWind, we had scores of conferences, 
but I believe that all the cases that the gentlemen recommended, 
you see, this case before it came to me had been reviewed and _re- 
viewed and reviewed, and when it was reviewed and all the facts were 
there, there was no reason for me to differ. 

Mr. DeWinp. Well, vour subordinates would turn down m: iny cases 
recommended by the Bureau for prosecution, is that right ¢ 

Mr. Caupie. Yes, sir, they would recommend oftentimes cases not 
to be prosecuted, 
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Mr. DeWtnp. But when they got through with that process you 
never found a case that they had failed to turn down that you thought 
should be turned down ¢ 

Mr. Caupie. I don’t quite understand the question. 

Mr. DeWinxp. When your subordinates had finished the review 
process. 

Mr. Caupie. Yes, sir. 

Mr. DeWinxn. And had weeded out the cases that they thought 
should not be prosecuted, vou never found a case that you felt should 
not be prosecuted / 

Mr. Caupir. There were two or three instances where I felt the 
case should be prosecuted where my associates recommended against 
prosec ution, 

Mr. DeWinp. Where they recommended prosecution to you you 
never felt that they had failed to weed out all the cases that should 
not be prosecuted 4 

Mr. Caupie. LT don't understand your question, 

Mr. DeWinp. Your subordinates would take these cases from the 
Bureau of Internal Revenue ¢ 

Mr. Caupie. Yes, sir. 

Mr. DeWrnp. And they would recommend a good many against 
prosecution ? 

Mr. Caupie. Yes, sir. 

Mr. DeWinv. When those cases reached you you would sometimes 
reverse them and say, “This case should be prosecuted” ¢ 

Mr. Caupie. I think I have, but I tell you when they recommended 
tome no prosecution, then IT would require them to advise our Bureau 
to see why, and if the case could not be strengthened. 

Mr. DeWinv. When the decision finally came and the recommenda- 
tion Was no prosecution, you would sometimes accept and sometimes 
reject those recommendations; is that right ¢ 

Mr. Cavupte. Yes, sir. 

Mr. DeWinxp. Did you mostly accept them ? 

Mr. Cavupie. I tell vou 1 would mostly exercise—I remember we 
had a great argument there one day. Someone says, “You ought to 
vo ahead and run this thing and not send every case back to the Bureau 
asking for a detailed analysis. We just don’t have a case here.” I 
said, “Out of an abundance of caution I think this case ought to be 
returned and the Bureau ought to have a reason for it.” 

Mr. DeWinp. Finally, after the decision has to be made? 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. You must have received many cases where the recom- 
mendation was no prosecution ¢ 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. Some vou would accept and some you would reject ; 
is that true? 

Mr. Cavpie. Very few I would overrule them on because they would 
spell out the facts. There were some, two or three, where they recom- 
mended no prosecution that T insisted on prosecution. 

Mr. DeWinp. Two or three? 

Mr. Cavpir. I think so, sir. There were not many. 

Mr. DeWinp. For the most part, though, you would accept the 
recommendation of your staff on no prosecution ? 

Mr. Caupte. When the final decision was made: ves, sir. 
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Mr. DeWinpo. On the other hand, when your staff recommended 
prosecution, finally—— 

Mr. Caupte. Yes, sir. 

Mr. DeWinp. You in every case accepted that recommendation ; is 
that right? 

Mr. Caupte. TI don’t believe that I ever differed with my staff. Un- 
derstand that IT had many conferences and differed with their con- 
tentions. 

Mr. DeWinp. Certainly. 

Mr. Cavupie. But, Mr. DeWind, T declare, [ have been trying to 
think of any case where my staff recommended prosecution of a case 
where I declined and I can't think of any. 

Mr. DeWinp. You said earlier, I think, that you would never con- 
sider cases until vour staff got through with them ¢ 

Mr. Caupie. That is right. The attorne vy would come in to see me 
and pay a social visit. You see, there are not many attorneys in the 
United States who understand the defenses of a fraud case— 

Mr. DeWinp. Excuse my interrupting you. ‘1 didn’t want to get 
into that, 

Mr. Caupie. Yes, sir. 

Mr. DeWixp. What I was trying to get at, you never considered 
cases until they had finally been worked out by your staff? 

Mr. Caupie. Yes, sir: that is my best recollection, never were. I 
wouldn't have a conference with anybody. I would sit and talk to 
them but I would tell them to see the man who had the file because 
I wanted the whole thing brought up to rie when all that conference 
Wis over, 

Mr. DeWinp. So when the case reached you— 

Mr. Cavupie. Yes, sir. 

Mr. DeWinp. It arrived there without any impact that you night 
have had upon it—that is, you had not influenced the consideration 
of the case in any way up to the time it arrived in your office with a 
recommendation one way or the other? 

Mr. Caupir. Never did influence the boys, the gentlemen, 1 would 
say. 

Mr. DeWixp. You never even discussed the cases with them ? 

Mr. Cavpue. T would discuss them because they would come in and 
see me time and time again. The members of the Fraud Section would 
come in and see me time and time again. Any section chief would 
come in many times a day, 

Mr. DeWinp. At that point you would not know about the case and 
would not confer about it ¢ 

Mr. Cavupie. T would confer any time they came in to see me. 

Mr. DeWinp. Did you express opinions as to whether they were 
good cases or bad cases or weak here or strong there ? 

Mr. Cavpie. IT may have. T may have suggested things that I 
thought there was a gap in the file that LT thought ought to be strengt | 
ened. Tmavy have. It’s just hard to remember with the many confer- 
ences that Thad. [Thad many that went all day leng. 

Mr. DeWinp. I was trying to get your general policy, whether yo 
would consider the case as it was working through your office or 
whether vou would withhold any consideration until the case arrive 
for final determination ? 
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Mr. Caupte. Mr. DeWind, I had many case conferences with the 
attorneys on different phases of the cases. As the cases were being 
built and strengthened and recommended finally to me. Of course, 
| would assist them in any way that | could. We would have many 
conferences. I don’t ever recall going into all the details of a case 
unless if Was a new man who came into the Division and was trving 
to find himself, and oftentimes, because IT had been instrumental in 
getting his position, and T would talk to him about the cases and tell 
him what to do. 

Mr. DeWinp. In those cases would you indicate that I think this 
sn case that should be prosecuted or should not be prosecuted, or 
was it a discussion on different topics ¢ 

Mr. Caupie. It would be on different questions of fact the best I 
can recollect, Mr. DeWind. 

Mr. DeWInp. Wouldn't all of those conferences have to do with the 
question whether or not there was a good case here 

Mr. CAUDLE. Yes, sir: oftentimes there would. We have confer- 
ences with the section chief and the men under him. But I tell you 
one thing, the main thing we had in mind was to strengthen every 
cause We hac. 

Mr. DeWinpb. I am sure that was so. Mr. Caudle. 

Mr. Caupir. Yes, sir. 

Mr. DeWinp. What LT am trving to get at is how this process was 
conducted, What part you played in it and what part you didn't play 
in it. I got the impression at first that you said you didn’t consider 
the case at all until it was thoroughly worked up and put on your 
desk. 

Mr. Caupte. I meant that | would not have conferences with attor- 
hevs for taxpavers until the case finally came to miyv desk. I wouldn't 
ave any conferences with taxpayers and their attorneys. 

Mr. DeWinp. You would have no conferences on the merits. If 
they called on you you would see them but you would not talk on the 
merits / 

Mr. Caupie. I don’t think I conferred about the merits. I would 
refer them down to the gentleman in charge. 

Mr. By WIND. Did you confer on the merits with the men in your 
office while they were considering them ¢ 

Mr. Caupir. Yes. sir. 

Mr. DeWinp. Would vou recommend to them that this case didn't 
seem to be a good case to prosecute and this ense did seem to be a 
good case, and so forth 4 

Mr. Cavoie. Mr. DeWind, it is hard for me to recollect openly, I 
cant just Sav. 

Mr. DeWinp. What was vour function in these conferences / 

Mr. CAUDLE. My Punection im these conlerences, Mr. DeWind. wis 
to see that the Division would move along. I will tell vou, the fact is 
that the paper work I had to approve that would accumulate on my 
desk during the aay and was so vreat that I did not have the Oppo 
tunity that I] would have hked to have hac to confer with mv men 
more. These files would come in. Sometimes LT would fo out to lunch 
and come back ana look on mis desk ana there would be QD civil files 
and different thines that I had to clirect He 7 approve. 

Mr. DeWinp. Tam trying to get at a simple thing; that is, whether 
in the course of consideration in your ollice did vou pass on the cases / 
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Did attorneys ever come to you and say, “Here is how this case looks 
to me, he ‘re Is the evidence” / 

Mr. Cavupie. Many times. 

Mr. Di Winxp. Did you form conclusions at those conferences / 
Did your attorneys ever ask you: “What do you think? Do you think 
this case can be successfully ‘prosecuted I see this problem and this 
problem,” 

Mr. Cavpie. I may have with the section chief or one of the men 
would come in. 

Mr. DeWinp. You say vou may have, don’t you know 4 

Mr. Caupie. I certainly think I did, 1 just can’t remember. 

Mr. DeWixp. You mean it would be a rare instance that you did? 

Mr. Cavupte. I know that I worked with them. IT was always avail- 
able to them and worked with them on every case that they would 
come to see me about. What was said in these cases or what was 
done, I know one thing, I never cliscouraged au case to be killed. ] 
tell vou I sure didn't. 

Mr. DeWinp. Did you ever pass judgment on cases and say, “I 
don’t think you can prove this case” / 

Mr. Cavupte. I may have, Mr. DeWind. Tam almost sure I have 
somewhere or another down the line. Tam almost sure I have with 
some of the cases we had. 

Mr. DeWinp. But that would be rare? Most eases that came 
through vour office, did you become familiar with them before they 
reached you or were they entirely new when they reached vour desk ¢ 

Mr. Caupie. Most of the cases that came to my oflice I was not 
familiar with until they came to my office. 

Mr. DeWinp. With a final recommendation / 

Mr. Cavpie. With a final recommendation. I would say the great 
majority of cases. 

Mr. DeWinp. Now I understand what vou sav is that if the recom- 
mendation was for prosecution you would invariably accept it 4 

Mr. Cavour. Yes, sir. 

Mr. DeWinp. If the recommendation was against prosecution you 
almost invariably accepted it 4 

Mr. Cavote. 1 went further than that, though. I would require 
them to give their reasons to the Bureau in det: ul to see if the case 
would be sent over and returned to us strengthened. 

Mr. DeWinxv. Well, did vou frequently send cases back for strength- 
ening / 

Mr. Cavupie. I frequently sent cases back for strengthening. I re- 
member one case 

Mr. DeWinp. Without going into specific cases would you say a 
large percent: iwe of cases th: at came over to your office were returned 
to be improved ? 

Mr. Cavupie. A good many. 

Mr. DeWixp. That is what, 10 or 15 or 25 percent ? 

Mr. Caupie. I couldn't tell you to save my life, because those cases 
kept going over and coming back, going over and coming back, and 
I andl. coe t have any way in the world to establish a percentage on the 
thing, I just wouldn't, it would be almost impossible. 

Mr. DeWixp. When you finally got through I gather from what 
you say you have rarely found a case where you felt you should dis- 
agree with the staff recommendation ? 
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Mr. Cavpie. For prosecution / 

Mr. DeWtinv. Well, you never disagreed with that 4 

Mr. Caupte. I may have, but 1 tell you I cant remember a single 
instance. 

Mr. DeWinv. You don't recall one? 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. You only recall one instance or a very few where you 
recommended for prosecution / 

Mr. Caupie. There was a good many cases where it would go out 
to the United States attorney and he could send it back and we would 
have arguments and conferences over it and [ would then have to make 
a decision one Way or the other, ana ] would take it. 

Mr. DeWINnb. ‘Those would be cases where the United States attor- 
he\ would decline prosecution, You would have to decide whether 
or not to force the prosecution or not! 

Mr. Caupur. Yes, sir. There were several instances where | over- 
ruled the district attorneys and told them that | wanted the cases 
prosecuted anyway, and they were always cooperative. 

Mr. DeWinp. In the consideration of cases in those instances where 
your staff decided that the case should not be prosecuted, in the process 
of reaching that decision, was your judgment involved or was your 
judgment not involved—that is, through conference or memorandum 
to them’ Did your views and judgment about the ease play a part 
in the decision or was it entirely their decision / 

Mr. Cavupie. No, sir, it would play a part in the decision. 

Mr. DeWinp. In every case it would have to, you would indicate 
a view / 

Mr. Caupier. In every case after it came to me. 1 was wary about 
these cases where they recommended no prosecution, just wary of 
them. 

Mr. DeWrnp. This is after recommendation’ I am talking about 
the general flow of cases where they are considering and don't know 
whether to recommend prosecution or no prosecution. Did you get 
into the picture ¢ 

Mr. Caup.e. Sometimes I would. Sometimes we would have a 
staff meeting and ask the men what cases they were having trouble 
with and were troubling them, and see what we could do about them. 

Mr. DeWinp. In the general flow of cases did you indicate your 
view about them before the final recommendation, or did you not / 

Mr. Caupie. It was certainly not my policy to indicate any views 
about the case until all the conferences were over and all the reviews 
were over and the case came to me, but I did have many conferences 
With my men in the interim, in fact, they were just going on all the 
time, 

Mr. DeWinp. Now in the ultimate decision about criminal fraud 
cases | judge from what you say that issues get very evenly balanced ¢ 

Mr. Caupte. Sometimes. 

Mr. DeWinp. You can go one way or the other / 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. That is generally the situation, most of them are 
hard cases? 

Mr. Caupte. Some of them are very easy cases that come over. 
When you have third-party evidence that the Bureau has found that 
other people have paid money over to a taxpayer and he didn’t report 
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it in the box, and yet they have canceled checks showing that he got 
the money, then the ‘Vv were easy cases. The bank deposit cases were 

“asV Cases, 

Mr. DeWrnp. Are the bulk of the cases difficult decisions? 

Mr. Caupte. Sir? 

Mr. DeWinp. Do most of these criminal fraud cases involve diffi- 
cult decisions where judgment can differ ? 

Mr. Caupie. Not many of them but I will tell you there have been 
a good many instances where the judgment of men would ditler, they 
were crossed up. , 

Mr. DeWtxp. Good men can differ about most of these cases ? 

Mr. Caupie. Yes, sir. I would like to say, if T can, and L haven't 
said it now, Mr. DeWind, but the fact is that this hearing is about 
me and my activities over there. I do hope that it will be known that 
| hope that nothing about this will reflect upon these fine men, they 
are just the finest group of conscientious men | ever worked with, and 
labor as hard as they possibly could. They wouldn't ever hesitate 
to work on a Saturday with me. 

Mr. DeWinp. Well, I wasn’t suggesting anything to the contrary. 

Mr. Caupte. I know you haven't, but I want to say it in tribute to 
them, ves, sir, 

Mr. DeWinp. What I was trying to get at was this: In your posi- 
tion as head of the Tax Division, you had a tremendous amount of dis- 
cretionary authority and power. 

Mr. Caupie. Yes, sir. Under that statute the Attorney General has 
got the power to compromise any civil or criminal case. 

Mr. DeWinxp. So in your position you and the chief counsel for the 
SJurean of Internal Revenue together had tremendous discretion over 
the disposition of criminal cases and civil cases, too. 

Mr. Cavcpte. Yes, sir. You would have a tremendous discretion. 
In that regard, you would have to lay down a policy that would be 
regularly followed as if it was the law of the land, because of that 
discretion. 

Mr. DeWrxp. But I gather by the nature of the thing, these policies 
ean’t be very definite. You have difficult judgments to make in many, 


manv eases, 


Mr. Cavprr. Yes, sir, we sure did. 
Mr. Dy nbn And it becomes a matter of great personal discretion. 
Mr. ie. Yes, sir, oftentimes cases are very difficult to handle. 


Mr. Dr W inp. Then in the exercise of that office, it becomes treme) 
dously important, does it not, that the person making those decisions 
with this power to decide whether or not cases should be prosecuted, 
shonld be entirely free from any suspicion of influence or outside con- 
siderations of any kind. 

Mr. Caupte. Yes, sir, if he could, yes, sir. I will tell you, if T can 
sav this. 

T have bee n almost a rec — in the last year and a half. T go off and 
make 2 “| wee hy some where, but I wouldn't stay there long. | would 
cote on bac ik. Bec: ause just as sure in the world if I did, someone 
would start coming to me about some tax case, and IT would want to 
vet out of town about the thing. 

Mr. DeWrxp. Then, you agree that any suggestion of possible in- 
fluence or consideration of anything except the strict merits would be 
very deleterious to the reputation of the Department ¢ 
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Mr. Cauptr. Yes, sir, and I tell you, Mr. DeWind, you don’t realize 
the pressures that are brought upon the Assistant Attorney General 
in that office, tremendous pressures. 

Mr. DeWinp. What sort of pressures do you mean ¢ 

Mr. Caupie. I am talking about pressures from almost every 
source, 

Mr. DeWrxp. Well, what kind of pressures? 

Mr. Caupte. Well, sir, 1 mean vee of men in public life. 
They would talk to you about cases 

Mr. DeWrxv. What do you mean 1 by “pressure” ¢ 

Mr. Caupie. Well, maybe I am using the wrong kind of word, but 
I mean when people would insist, highly reputable men, that con- 
stituents of theirs were innocent, they thought, and then you have 
to go through the process of proving that, by George, they weren’t 
innocent: that is what I mean by that, sir. 

Mr. DeWinp. Well, you have been quoted two or three times re- 
cent ly as referring to the tremendous pressures that are exerted upon 
aman in the oflice you hela. 

Mr. Caupie. Yes, sir, L have. I would say that he is under great 
pressure. He certainly is; great pressure. 

Mr. DeWinp. Well, L would like to get you to discuss that further, 
just what do you mean by “tremendous pressures.” 

Mr. Caupte. Well, continuous request of conferences of honorable 
people whose integrity could not be questioned. They are con- 
tinuously calling you up at your home and in your office continuously 
wanting to have conferences with you in your office after you had 
made decisions about the matter, continuously believing that you have 
made a mistake because vou authorized a prosecution. They, I con- 
sider, were pressures. If they were not pressures, they were some- 
thing that certainly caused you a lot of concern, and you oftentimes 
wondered whether you were right or wrong, when you were going 
the other way. 

Mr. DeWinp. Well, now, you have been quoted as saving recently: 
“The public will never know the force of these pressures,” 

Mr. Caupte. Mr. DeWind, I sure made that statement. 

Mr. DeWinp. Well, all right. I think perhaps the public should 
know the force of these pressures. 

Mr. Caupie. Well, sir, now, I don’t want to call any names. 

Mr. DeWinv. Tam not asking you to call names. 

Mr. Cavupre. All right, sir. 

Mr. DeWinno. What I am asking you to do: You have said that 
this is a job involving tremendous pe rsonal discretion and judgment, 

Mr. Caupie. Yes, sir, that’s right. There is no question about that. 

Mr. DeWinp. Tam getting at the issue that perhaps it involves too 
much personal discretion and judgment. And you have now com- 
plicated that situation by saying that in addition to the tremendous 
area of judgment involved and personal discretion, there now are 
tremendous pressures exerted upon the exercise of that judgment. 

Mr. Caupir. Yes. sir, there are. When prominent. people will 
come to see you, ald Vou would have to tell them “No.” every time 
they come in—because every time someone walked in that door, they 
wanted something. every time. Every time it opened, somebody 
wanted something of you, 
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I mean, they were honorable, don’t you understand, but they ex- 
ected you to do something that would help out somebody in trouble. 
Vhether that was pressures or whatever it was 

Mr. DeWinp. Are you suggesting that was expected regardless of 
the merits of the matter? 

Mr. Caupte. It had no effect on me, sir. 

Mr. DeWinpv. No, but you say action was expected. 

Mr. Caupie. Sir? 

Mr. DeWinpv. You say that these people expected action. 

Mr. Cavupie. Well, sir, they certainly would. Because no doubt 
they had received representations that | was wrong, that all my men 
were wrong. And they were out to correct them. 

Mr. DreWInp. Well. now, is cliscussing the case on the merits what 
you considered to be tremendous pressure ¢ 

Mr. Cavupie. Sometimes, Mr. DeWind, it looked to me that every 
time I had a tax conference it would last for 2 to 3 hours, after the 
case came over to me and people wanted conferences. 

Mr. DeWinp. At what stage did these conferences occur? 

Mr. Cavore. That was after the file had come to me. 

Mr. DeWinp. The final recommendation ? 

Mr. Cavore. Yes, sir: with the recommendation. 

Mr. DeWinxv. From whom? 

Mr. Cavpie. From my staff. 

Mr. DeWrnp. At that time vou would generally find you would have 
2- or 35-hour conferences ? 

Mr. Caupie. Yes, sir. 

Mr. DeWrxp. Do you mean conferences with the attorneys and the 
taxpayers? 

Mr. Cavpie. Yes. sir: the attorneys with the taxpayers, with United 
States Senators and Congressmen, bankers, presidents of organiza- 
tions, things of that kind, sir. 

Mr. Dr Winp. Are these people who had some knowledge about 
the merits of the case, that you are referring to? 

Mr. Caupie. Evidently they had right much knowledge. But a 
lot that came over did not have any knowledge at all; but I did want 
to convince them that we were not sadistic in what we were doing, 
and that we were trying to be fair, and I was very anxious for them 
to know what the Government contended, and the proof that we had 
that the man did wrong. 

Mr. DeWinp. That is, anybody who appeared to have a legitimate 
interest in the case? 

Mr. Cavupre. Yes, sir: anybody who had a legitimate interest in 
the case, sir. 

Mr. DeWinp. Well, is that what you mean by “tremendous pres- 
sures”? 

Mr. Cavpir. Yes, sir; I would say that was one of the elements of it, 
certainly about the greatest one. 

Mr. DeWixp. What are the other elements of the pressure? 

Mr. Cavpte. Well, Mr. DeWind, pressures would be the interfer- 
ences you would have, with vour telephone calls, outside telephone 
calls from people about cases. Sometimes you would have to, on the 
phone, without requiring a distinguished gentleman to come down, or 
an honorable man to come down—you would just have to get the file 
and take probably 40 minutes on the phone and take him to school on 
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the whole thing and show what you were doing. And sometimes you 
could hardly talk when the day was over. Your vocal cords had been 
strained and stressed, and it just was pretty hard. 

I will tell vou sometimes it got so hot in that place I would just walk 
up and get my hat and walk out and tell nobody where I was going. 

Mr. DeWrxp. By “so hot,” you don’t mean the temperature / 

Mr. Cavpre. I don’t mean temperature, no, sir, I sure don’t. Some 
times I would just get up and go and not even tell my secretary where 
[ was to be found and just stay gone, stay gone for a day and a half. 
[ would stay around in my house, and I would give a ring every once 
ina while, and then my energy would recoup, and I would come down 
and take it on again. 

Mr. DeWinp. Now, in conducting these diflicult conferences with 
representatives, I assume that records are made of the conferences, con- 
ference memoranda / 

Mr. Caupte. Yes, sir, Mr. DeWind. It was the practice of all of the 
men to make records. Whenever I would have a general conference 
with the taxpayer and his attorney and those who had a status in the 
cause — 

Mr. DeWixp. What do vou mean by “those who had a status in the 
case”? 

Mr. Caupte. I mean like an attorney or an accountant, people like 
that. sir. Then I would ask of the gentleman who had charge of the 
case to please prepare a memorandum for the file of that conference, to 
show that we had the conference and who was there and what took place 
about the thing. 

Mr. DeWinp. In all of these conferences, you always had a member 
of your staff present ? 

Mr. Cavupie. I don’t believe at all of them, Mr. DeWind. Some- 
times it was a nominal conference that it was not necessary. 

Mr. DeWinp. Did vou make records of all those conferences ? 

Mr. Cavoir. No. sir. T very seldom dictated memoranda of con- 
ferences, because I just didn't have time to do it. But they were with 
me, and T would expect them to do it, sir. 

Mr. DeWinxp. Well, do you consider that the pressures involved in 
the conduct of the job that vou had were such that some change should 
be made in the way that job is set up / 

Mr. C,upie. No,sir. Twill tell you the trouble. as T see it. If the 
head of that Division wants to be a block of granite and sit like a 
statue and not be patient with people who come to see him, that job 
ean move along all right, sir. Sut I did not want mv Division to have 
the reputation of being that way. Twas convivial with people. Thad 
a lot of patience with them. And [tell you that patience drew heavily 
on my energy. It looks to me like the man whe is going to be in 
charge of it—the best way is to send everything to a grand jury and 
see nobody, But you have to see people. A lot of innocent people 
are involved in these cases. We exonerated a lot of people in that 
Division over there, which, when the case came along, we thought 
were guilty. But because of patience and because of the fairness of 
the men in the Division, because we give attorneys time to get up 
evidence, documentary evidence, to refute what the Government cor- 
tended, there have heen a eood many innocent people who have heen 
onipletely exonerated, And no one in the world was more proud of 
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that one fact, when someone was exonerated. It just did me good, 

Mr. DeWinp. How does exoneration take place ¢ Doesn't it take 
place, if it takes place properly, as a result of attorneys and account- 
ants presenting to the Department factual information concerning 
the cases ¢ 

Mr. Caupie. That is right, sir. 

Mr. DeWinp. Now, that doesn’t involve any tremendous pressures. 
That is simply the operation of the legal profession and the account- 
ing profession in presenting facts for the consideration of the De- 
partinent. 

Mr. Caupie. Mr. DeWind, it goes a step further than that. [I will 
tell you. You see—— 

Mr. DeWinp. Now, just a minute, though. Isn't that how exonera- 
tion occurs? Is there any other way that exoneration may occur? 

Mr. Gaustacuer. Mr. Chairman, he ought to be permitted to answer 
in his own way. 

Mr. Caupie. Mr. DeWind, for instance, suppose a case had come 
over and the agents had been investigating the case, say 4 or 5 vears, 
The taxpayer thought the investigation was completely over and that 
the fraud investigation had been ended, say, 2 or 3 vears before. And 
his secretary would be gone, and his employees would turn over, and 
those who were with him when the investigation started were all gone. 
Suppose it was a l-vear case or a 2-year case. And they would come 
over—and I would like to say this, right here, to explain this that 
when I first came into the Division it was not the policy of the Divi 
sion to advise the taxpayer that a fraud case had been recommended to 
the Division against him. And I began to see coming across my desk, 
there, the first 3 or 4 weeks T was in that place, a recommendation for 
prosecution, and the file did not show that the man had an attorney, 
had an accountant, or ever had a conference. And I put an end to it. 
And I told my stail they would have to write letters to the taxpayers 
and tell them that we had received a case against them. And then 
sometimes the wires would get on fire, and Congressmen would call 
you, and they would say, “What do you mean? You have a case 
against this man here?” And then we would have a conference with 
the taxpayer's attorney, And that would be the first time the fellow 
had a conference, he would tell us. 

Then we would tell him what the contention of the Government 
was, What they said he did wrong. He ought to know. He couldn't 
guess how to defend himself. We couldnt take any file and open 
it up and show what was in it, but we would tell him what the Gov- 
ernment said he did wrong and give him an opportunity to correct the 
wrong. 

Mr. DeWinp. This conference procedure, you say, Was one that you 
created / 

Mr. Cavpie. Yes, sir. 

Mr. DeWinpb. So you had a regular conference procedure that would 
permit the taxpayers and their representatives to come in and present 
their side of the picture to the attorneys on your staff and to yourself 
before any decision was made ¢ 

Mr. Caupie. Yes, sir. I tell you, we followed that thing closely, 
Because I tell you, that was a way to correct a lot of injustices on 
people, and I was against it. 
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Mr. DeWrnpv. As I understand it, you had found cases that had 
come over from the Bureau in substantial numbers where it seemed 
that the case had not been carefully prepared, and the taxpayer 
decided the matter had not been thoroughly explored, so you decided 
this conference procedure should be set up ¢ 

Mr. Caupie. I think we are on sort of a different kind of con- 
ference procedure. What [ meant was, what I referred to a while 
ago was, that when I found out it was not the policy of the Division 
to give notice to a taxpayer that a fraud case had been recommended 
to the Bureau or to us against him, he did not know anything im the 
world about it, and the file did not show the man had an attorney. 
Then T required that man to be notified right away. 

Mr. DeWinpv. Notified forthe purpose of notification, or to give him 
an opportunity—— 

Mr. Caupie. Notify him that we had received a recommendation 
from the petitioner that he be prosecuted for fraud. 

Mr. DeWinp. And if he wished to confer, he would have an oppor- 
tunity to do so? 

Mr. Caupte. Yes, sir: we would write a letter to him. and his attor- 
nev would be obliged to contact the gentleman who had the file. 

Mr. DeWinp. All right. Now, vou thought that would be a wise 
procedure to set up, and vou set it up / 

Mr. Caupie. Yes, sir. I tell vou T was proud of that thing. I 
thought that was the decent thing to do. 

Mr. DeWrnp. All right. That involves the taxpayer coming in 
with his attorney, if he wants to have one. and presenting his side 
of the case / 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. And I ean understand that procedure. 

Mr. Caupte. Yes, sir. 

Mr. De Winn. But at anv point does this involve more than that, 
simply the presentation of evidence, of argument, legal argument, to 
the Department of Justice 4 

Mr. Caupur. Mr. DeWind, sometimes—I tell vou what is the fact. 
Sometimes the lawyers that came in on these cases were so ignorant 
of what it was necessary to find, they didn’t know what a net worth 
case was. ‘They were men who were honorable but were not accus- 
tomed to this type of practice. They did not know how to begin. 
I was trving to eliminate that, Mr. DeWind. | was trving to lay 
down about the fairest division in the land. | thought I had done 
it, believe today that I have. And T was just conscious of the fact 
that I didn’t want any innocent person prosecuted. Because it is so 
easv to get a bill of indictment. It is just SO easy. 

Phe district attorney and mvself would start off at the end of the 
week, and then the jury wants to try the cases, have all the witnesses 
there, and then about Tuesday or Wednesday or Thursday, if you 
come in and make an opening statement about the case, that here is 


what they were going to prove, they sav. “We are ready to vote on that 
right now, without hearing the witness.” That was not right. A bill 
ot indictment is one of the ensiest things in the world to cet, if the 
district attorney Wants It. I thought our uty was to tind the facts, 
find the truth, and keep looking for the truth. IT didn’t eare about 
statistics or convictions. What I was concerned about was heing cle 
cent and honorable with people who came in that place. to treat them 
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fair. I tell you it was a struggle to be fair. You are always going 
against the stream. 

Mr. Kean. Mr. Chairman? 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kean. You have mentioned several times the pressure by Con 
gressmen. Can you tell me what sort of pressure the Members of 
Congress put on you? 

Mr. Caupie. Well, sir, they would call me up, Mr. Kean, or they 
would come over to see me. And Lord knows, they had a right to 
come, and I encouraged them to come, and I thought they ought to 
come. And they would talk about their constituents, and they would 
believe they were innocent. Because they had had an explanation, 
that they thought they were innocent. Well, I will tell you one thing. 
Of every Congressman and Senator that has been to see me, be he 
Republican or Democrat, none have ever asked me to do anything other 
than what he thought I ought to do. 

Mr. Kean. That was not pressure. 

Mr. Caupie. Well, sir, Mr. Kean, I don’t know what in the world it 
was. If it wasn’t pressure, it was sure something that would make 
you stand on your toes to see if you were right. Because I tell you 
something. Whenever a Congressman or Senator came to me, | 
wanted to convince him that the facts justified what I was doing. | 
wanted him to leave my Division believing that it would be operated 
proper. And I was concerned about that, sir. [just sure was. You 
may not call that pressure, or whatever it is. 

Mr. Kean. All the Congressman did was to come and ask vou for 
information with reference to the case / 

Mr. Cavupte. Oftentimes he wouldn't ask you about information. 
He would want you to vive a conference to his constituents. And some 
times they would come with them, and sometimes they would call up. 
Sometimes their seccretaries would call up. They were so nice and 
honorable about the whole thing, it was just a pleasure for all of us 
todo it. And T hope that just because I made that statement—I know 
the press is going to quote me. I hope they will continue to go. Be 
cause, after all these conferences, they get to the truth of what ought 
to be done. 

Mr. Kean. It was just a question of asking for information, and 
asking perhaps that the client could have another conference ‘ 

Mr. Cavupie. Yes, sir; that is true mostly. But sometimes the gen 
tlemen would come over, and they would be much concerned about a 
doctor or somebody in their community that we were about to indict. 
They just couldn't conceive that the man had done any wrong. And 
then, Congressman, I felt it was my duty to explain the thing to them 
so that they would know we were not out on a witch hunt, that we 
actually had the facts sufficient to justify the prosecution. 

Mr. Kran. There was no pressure? 

Mr. Caupie. Well, sir; there was no pressure to do any wrong, any 
think like that, never. 

Mr. Kran. The other honorable people that came to see you: Was 
that the same kind of information, what you call pressure, or did they 
put pressure on vou to take certain action in the case different from 
what vou originally intended ? 

Mr. Caupte. No, sir: I declare, it has been a remarkable experience 
while I have been over there, but. I will tell you, most anybody who 
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nas ever been to see me has never asked me to do anything wrong. 
And I will tell you, whenever I have explained the facts to them, and 
they were convinced that the Government had a case, you never would 
hear another murmur from them. That would end it. 

Mr. Kean. You said, “most.” 

Mr. Caupte. Well, I mean everybody. I will just say everybody. 
Because we had a very fine—— 

Mr. Kean. You never had a case, then, of anybody coming in to 
you and asking you to take any action that in any way you thought 
Was not proper m 

Mr. Caupue. I do not believe I could ever remember of a single 
instance, not a single instance. 

Mr. Kean. Almost unbelievable. 

Mr. Cavupte. It really is, but it is just the truth. I know one thing. 
I wouldn’t put up with it, Mr. Kean. 

Mr. Curris. Let me ask you one thing. 

Did I correctly get the impression that some of these individuals 
in public life came back to vou about more than one case / 

Mr. Cavupie. Oh, ves, sir. Once in a while it would be more than 
one case they would talk to us about. 

Mr. Curtis. They were frequent callers, then, about cases pending 
in your Department ? 

Mr. Caupie. Now, they were not frequent, you know, like the run 
of the mill during the day, but they were pretty often, pretty often. 

Mr. Curtis. Did Congressmen and Senators fall in that cate gory ¢ 

Mr. Caupe. Yes, sir. 

Mr. Curtis. The same individuals? 

Mr. Cauptr. Yes, sir: Congressmen and Senators that would be 
interested in their constituents. And I invited them. I just always 
invited them. And I thought it was a good thing for them to take 
an interest inthe thing. I thought it was a healthy thing. 

Mr. Curtis. Now, if a Congressman called on you, and you revealed 
to him, within the limits that you felt vou could, the facts you had 
that made it a good case, and conveyed to him your belief that the 
ian ought to be indicted, did any Congressman ask vou not to have 
it done? 

Mr. Caupur. No, sir, never, not a one. 

Mr. Curtis. And is that true of Senators? 

Mr. Caupte. Yes, sir. 

Mr. Curtis. Well, now, who besides Congressmen and Senators 
would appear in reference to several individuals, or several different 
cases, that might be pending over a period of months? 

Mr. Caupie. Well, sometimes it would be the general counsel of 
some company. Sometimes it would be bankers, prominent bankers 
who would come in. <A lot of times they would be outstanding con- 
stituents, I mean outstanding friends of a community where a man 
lived. and the v didn’t know the merits of the case and wanted to come 
in and say what a fine person he was. 

Mr. Curtis, | thought vou used the statement. referring to these 
people, as people in public life. Now, what other officials of the 
Government would come to you before Congressmen and Senators? 

Mr. Cavupie. I do not remember any others, Mr. Curtis, in public 
life that ever came to me. 
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Mr. Currts. Did you say that no one connected with the Govern- 
ment in Washington other than Congressmen or Senators ever con- 
tacted you about pending criminal prosecutions 

Mr. Caupte. I can’t recall any, sir. 

Mr. Curtis. Did any of them ever telephone you? 

Mr. Caupie. They have, but I can’t recollect any. I just can't. 

Mr. Curris. Did anyone connected with, or near, the White House 
ever come and talk to you about a case that was under consideration 
as to whether or not there should be an indictment ¢ 

Mr. Caupie. No, sir; not a member from the White House has 
ever been in my ollice. 

Mr. Curtis. Did they ever see you any place / 

Mr. Caupir. No, sir: I don't believe there was but one sing 
stance, one instance where a gentleman called me up, where a man 
was sick and had a heart attack and said, “Could a postponement be 
mitde #”  Beeause they never would talk to me about it over there. 
They never would. They just never would. 

Mr. Curtis. Now, did they ever telephone you about such a thing? 

Mr. Caupie. No, sir. 

Mr. Curris. Well, how does it happen that among this group of 
honorable men you are talking about, that does include bankers, civic 
leaders in the home communities, officials in companies, Congress- 
men and Senators, throughout your years, it did not include any- 
body connected with the Executive / 

Mr. Cavour. Well, Mr. Curtis, IT will tell you what is the fact. 
The White House just didn’t call me up on tax cases. I will yust 
tell vou what is the fact. 

Mr. Currts. Now, understand, T am not referring to the Chief 
Executive himself. Iam not referring to that. You mean to say that 
none of them ever contacted you about a prosecution under con- 
sideration ¢ 

Mr. Cavupir. About the case itself? No, sir. 

Mr. Curtis. About the individual. 

Mr. Caupie. No, sir: not about the individual. 

Mr. Curtis. About the facts connected with it? 

Mr. Cavupie. No sir. I can’t recall of an instance, sir. I can’t 
recall of an instance. 

Mr. Curtis. But you do remember about the Congressmen and 


le in- 


Senators ¢ 

Mr. Cavpte. Yes, sir: and the former Congressmen and Senators, 
Loo. 

Mr. Curtis. Former Congressmen and Senators ? 

Mr. Caupie. Yes, sir. 

Mr. Curtis. Are they individuals practicing law ? 

Mr. Cavupie. Yes, sir. 

Mr. Curtis. Then they appeared in their professional capacity. 

Mr. Cavupie. That is right; they appeared in their professional 
capacity. 

Mr. Curris. Now, did any party officials of any political party ever 
fall within this category of people who came and wanted to talk about 
cases that were under consideration ? 

Mr. Cauptr. Yes, sir; every once in a while a national committee- 
man from some place would come in to see me, and he was an attorney. 

Mr. Currts. Was he the attorney of record in that case? 
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Mr. Cavupie. Yes, sir; if I remember correctly, he was. And when- 
ever he would come in, we always realized that the taxpayer was using 
come political influence. It always hurt the taxpayer. ‘The taxpayer 
‘probably didn’t realize that, but it sure did. 

Mr. Curtis. Now, did any party officials on the Washington level 
ever come in? : 

Mr. Caupter. You mean like from the Demoeratic Executive 
Cominittee / 

Mr. Curris. Yes. 

Nir. CAUDLE. I do not believe I know of an instance. There mieey 
have been one or two instances where they would call for an appoit- 
ment, or their secretary would call for an appointment. 

Mr. Curris. Can vou remember one of those ? 

Mr. Cacpne. IT can remember one. I mean, if I had time to reeall, 
I could remember. Some young lady called me. and I can’t recall her 
name, A man whom we had indicted over in Pittsburgh, this was, 
and she wanted to know would we give him a conference. 

Mr. Curtis. Who made that eall? 

Mr. CAUDLE. I clo not remember the lady's name. I couldn't tell 
vou to save my life. L remember I got a call one day. And i told 
her I would gladly do it, talk tothe man. 

If | remember, he cume over W ith his counsel, or he came W ith some 
body, and the man who had the case came in, and we told him-——I 
remember the conference that we had and that the result was just 
tliat he should plead guilty, because the facts were against him. 

Mr. Curris. Did the national chairman of any political party ever 
contact you about any case under consideration in that office / 

Mr. Caupte. Mr. Curtis, the national chairman of either one of thy 
great political parties L know has never called me about a case. 

Mr. Curtis. Did they ever come to your office ? 

Mr. Caupte. No. sn : not that I can ever recollect. 

Mr. Currts. Have they ever talked to you about a case at any other 
place ¢ ' . 

Mr. Caupie. No, sir. 

Mr. Curtis. Has anyone ever representing them or close to them 
come and talked to you about a case pending ¢ 

Mr. Caupie. I declare, I can’t recolleet it if they did. They stayed 
away from me when it came down to official business. They stayed 
away. Tcan’t recollect any, Mr. Curtis. [f you know of any instances 
I wish vou would let me know who it is, because I can’t think of any 
now, 

Mr. Curris. No; what T am surprised about is that these people 
who are having tax difficulties, who know that they may have been 
indicted, turn to their local civic leaders, their bankers, Congressmen, 
and Senators, and everybody they think might have weight, and still 
you can’t remember of any case ‘where they turned to someone close 
to the White House or in the White House or party officials, to com 
and talk to you about cases, when your door was open and you wel- 
comed them ? 

Mr. Caupie. Yes. sir; my door was open. But I tell you the fact. 
They knew how I felt about it. They knew that I didn’t want any 
pressures from anybody like that. They knew that I would resent it, 
my men would resent it. And I just can’t recall—there may have been 
over the period of 3 or 4 years two or three calls, but I can’t recall more 
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than one, this young lady calling about a man who was already in 
dicted in Pittsburgh. 

Mr. Currts. You can’t remember who she was secretary for? 

Mr. Caupie. No, sir; 1 just don’t remember. 

Mr. Curtis. But you think it was some party organization official 

Mr. Caupie. Yes, sir. 

Mr. Curris. Now, I am going to go back and ask you a question or 
two pertaining to something that came up Monday, And it goes back 
a ways, but it is within the purview of the questioning carried on } 
Mr. DeWind. 

Now, on Monday, you testified as to the raising of a question by yo 

Mr. Cavupte. How is that ? 

Mr. Curris. The raising of a question by you of the right of the 
FBI in certain cases down in your home State to go in and make an 
investigation. 

Mr. Caupie. Yes, sir. 

Mr. Curris. Now, in your position in the Department of Justice, 
either in your most recent position or in the one as head of the crim 
inal section, did you ever resist or in any way limit the scope of the 
work of the FBI on a case? 

Mr. Caupie. I don’t believe I ever did. 

Mr. Curris. You don’t remember ¢ 

Mr. Cavpie. I sure don’t. If you know of any instance, or if any- 
one has told you of any instance, I wish you would sure make it 
known to mre. 

Mr. Curtis. All right. I will do that. 

Mr. Caupie. All right, sir. 

Mr. Curtis. Today you said you would be glad to have all the files 
of all the eases that you have handled in the Tax Division brought he: 
for public inspection. 

Mr. Caupie. That is right, sir. 

Mr. Curris. Do you have that same feeling about all the yea 
that you have been in the Department of Justice ? 

Mr. Caupte. Yes, sir. 

Mr. Curtis. What position did you hold in 1946? 

Mr. Caupie. IT was United States attorney. 

Mr. Curtis. In 19464 

Mr. Caupie. Yes, sir—oh, no. I was Assistant Attorney Genera 
in charge of the Criminal Division. 

Mr. Curris. Yes. Now, I have before me the Kansas City Ti 
of November 17, 1951. Here is what it says: 

Theron Lamar Caudle, who was dismissed from his post as an Assistant 
torney General by President Truman, was the Department of Justice ollicial who 
stopped the FBI investigation of the 1946 vote frauds here. 

Caudle directed J. Edgar Hoover, Chief of the FBI, to make no further i: 
vestigations and said the tile would be closed on the basis of information given 
in a limited preliminary inquiry in which FBI agents were restricted to inter 
views with six persons, 

This was early in January 1947. 

Mr. Cxupie. With six persons? 

Mr. Curtis. Yes, sir. 

Mr. Caupie. Mr. Congressman, I remember that case very wel 
I remember that it came under the civil rights section, because it wa- 
that section that had charge of the enforcement. 
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You see, we don’t have any Federal election laws. What we have 
is what the Supreme Court has read into, as if it was a law. And 
I remember the Kansas City case, how we worked on that case, sir. 
| remember the process of a memorandum, of a long memorandum, 
that was prepared, which was sent to the FBI—I wish I had the 
memorandum that was sent to the FBI—to make a preliminary in- 
vestigation of the matter, if it was a preliminary investigation. 

When we got the complaint, it was in detail. And if I remember, 
my best recollection is that that memorandum was made public before 
the committee that was headed by Senator Ferguson. It was addressed 
to the FBI, and the result was that we received from the FBI copies, 
if L can best recollect it, Mr. Curtis—if I can best recollect it, they 
had interviewed the Kansas City Star, that had employed people to 
make an investigation of the alleged vote frauds: that there were, if 
[ can just remember now, and I sure don’t say that IT am accurate 
now 

Mr. Curtis. Well, I will read a little further. 

Mr. Caupie. All right, sir. Read on further. 

Mr. Curtis. In what I just read, I ended: 





This was early in January 147, 
Continuing: 


In May, after thieves had biown open the election beard vault in the court- 
house and stolen the ballots and poll books on which a county grand jury had 
based SO vote-fraud indictments, the Department of Justice reversed its earlier 
stand and ordered a full inquiry by the FBI. 

This later produced 44 Federal indictments of 39 persons. But without the 
stolen evidence both the Federal and State cases collapsed. Three convictions 
were obtuined but only one defendant went to prison. 

Caudle was head of the Criminal Division in October 1946, when Sam M. 
Wear, United States attorney here, requested an investigation of reports of 
vote fraud which had been detailed in a series of stories in the Star. 

A limited investigation was ordered by the Justice Department, limiting 
the FBI to interviewing the four members of the Kansas City election board 

md two reporters for the Star. From this, and from data supplied by the 
Star, the FBI compiled a $55-page summury. 

In returning it to Hoover for forwarding to the Justice Department, Dwight 
Brantly, special agent in charge of the FBI oflice here, who since has retired, 
wrote in a covering letter: 

“I desire to advise you that this report does not reflect the results of an in- 
vestigation by special agents of the FBI and it should in no nowise be considered 

s such. * * * The limitations indicated herein are imposed by instruc- 
tions received by the Bureau from the Justice Department.” 

Later Hoover testified before a Senate committee, investigating the failure 
to push the vote-fraud inquiry, that Brantly wrote this “in an effort to pre- 
vent the possibility of our reports being cited as the result of investigation 
proving that further investigation or prosecution is not justified.” 

In January 1947 Caudle instructed Hoover to make no further investiga- 
tion, Saying the file would be closed. 

“I received a reply from Mr. Caudle,” Hoover testified, “who advised that 
this investigation conducted by the Bureau was thorough and the Criminal 
Division had concluded there was no certain basis for the prosecution of anyone 
or election fraud conspiracy.” 


Is that account correct ? 

Mr. Caupre. I will tell you, Mr. Curtis; T don’t know. I ean’t 
remember the details that far back, about that matter. But I do 
know that the Attorney General, Mr. Clark, was tremendously in- 
‘terested in the matter, and we all worked together. I know that Mr. 
(iraham Morison worked on the matter. And I do remember that 
the FBI, as T recall, sent us a copy of the Kansas City Star investi- 
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gation. They had 14 men investigating and had interviewed about 
1,400 people, and out of all that number we were unable at that tine 
to find that a Federal law had been violated. Our files are full of 
it. We had conference after—and I can’t remember that far. 

Mr. Curris. I will make my questions a little more pointed. 

Mr. Caupte. Yes, sir. 

Mr. Curris. Was it true that the Department of Justice directe: 
the FBI to limit their first investigation ¢ 

Mr. Caupie. I do not remember, Mr. Curtis. [ just can’t remen 
ber. But I do know that in all labor eases and in all vote-fravi 
cases we would request the FBI for a preliminary investigation. 

Mr. Curris, All right. Is it true that after these alleged instru 
tions to limit the inquiry, it was then stated by you that a thoroug 
und complete investigation had been made ¢ 

Mr. Caupie. Ido not remember that, sir. 

Mr. Curris. Is is true that several months afterward, auiter tlhe 
evidence havc heen stolen and destroyed, is when the Department 
of Justice did order a thorough ana complete investigation by thi 
FBI? 

Mr. Caupie. I will tell you. There was an investigation that tool 
place. LT think Mr. Clark was testifying before the committee wlu 
those records were stolen from the safe somewhere out there 
Kansas City, and that he authorized a complete investigation, an: 
that investigation went over a period of many weeks. And 1 just 
don’t remember what took place up to that time, but IT do know that, 
Mr. Curtis, I did not arbitrarily make a deciston ni self. It was al 
shared in by everybody in authority in the Department of Justice 

Mr. Curtis. But you were the head of the Criminal Section. 

Mr. Caupte. Yes, sir: I was. 

Mr. Curtis. And this matter was within that section. 

Mr. Caupnie. It was in that section, ves: but L tell you one thins 
| sent a report to the Attorney General on the matter. We rrachete 
report of everything we cid. 

Mr. Curtis. Mr. Tom Clark was Attorney General at that 

Mr. Caupie. Yes, sir. 





Mr. Curtis. Did Mr. Tom Clark confirm the decision to limit 1 | 
first investigation’ Was that his decision, or was it yours‘ 
Mr. Caupue. Mr. Curtis, if 1] remember. when we had the tir: | 
investigation, L think we had talked to Mr. Wear several times. Hh 
may have been required to come to Washington. We talked wit 
members of ni staff, Ana we sent a recommendation up Lo Mi 


Clark giving him all the facts. 1 remember that I had many co 
ferences with Mr. Peyton Ford and Mr. Graham Morrison, on t! 
case, and we felt like that from the facts we had at that time. if ! 
can remember correctly——and it is so long ago 1 can’t remember—thiat 
we didn’t have facts sullicient to go along On. 

Now, how many did you say ultimately were indicted? Forty 
four? 

Mr. Curris. Forty-four indictments, involving 39 people. 

Mr. Caupie. And how many were convicted ¢ 

Mr. Curtis. Three. One went to prison. 

Mr. Caupie. That was the trouble that we found in the Crimina 
Division. That was the trouble. Because we do not have unis ele 
tion—I want to explain that to you, sir. 
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Mr. Curtis. [am not raising any question about how the case was 
prosecuted in the field after the indictments were brought, but Tam 
raising a se rious question that the hands of the FBI were tied in the 
first instance, and they remained tied until the evidence disappeared, 
and then the Justice Department reversed their decision and ordered 
an investigation. 

Mr. Cacupie. Mr. Curtis, I will tell vou. T would love to review 
those files to find out. Be lise | tell you, we sehnta lone meniorandin 
tothe Director of the FBL in that matter. Qur memorandum will have 
tospeak for itself, because T know there were two other nemorandume 
which were prepared that T turned down. I wanted to be broader. 
And I jus st can’t remember the detail that far back a thus thing. 

Mr. ¢ urtis. LE would think that that would be one case that 
stand out in your mieniwory, 

Mr. Cat DLE. It sure does stand out. I tell vou if stunds out. be 
cause we had a Senate i vestigation about the case. Yes. sir. It sure 


ould 


did stand out. 

Mr. Curris. It was the district where the President of the United 
States lived. was it not / 

Mr. Cavupie. Yes, sir. May Lexplain one thing to vou about that 
matter, if Vou let me’ We ilo not have ans Federal ‘elector: al awe. 
What we had were the two civil rights statutes, section 51 of title 1 
ana section D2. Ana under section Ol. the Crovernment woul l | nave to 
prove that two or more people had conspired together to cle prive il 
person of a right that was secured to him by the Constitution of the 
United States or ans law of the United States. That would apply to 
any two peop rhe. Whether they were public ollie als al Whether thes 
weren t. And we Jtist had to vel the evidence. 

Mr. CURTIS. ane listen, Mr. ( ‘waudle. \ Onl did not have to have a \ 
such evidence to conduct an investigation, lid yo if 

Mr. Caupir. No, sir. 

Mr. Curris. No. And if vou had grounds for investigation i 
May. after the evidence was destroved, Vou lisa vrounds to direct a 


Investigation when there was a chance to vet the ev lence, Ts that not 
right / 


Mr. Cavour. T tell vou, Mr. Curtis, you could authorize an invest 
gation all right, sir. Dut after we studied the whole thing and re 
ported to the Attorney Creneral, he conferred with us— 

Mr. Curtis. Yes, but if vou had authority to order an investigation 
in May, after the evidence was destroyed, you had authority to order 
an investigation in the first instance. 

Mr. Caupte. Y es.sir. Y es, siree, No question about that. sir. It 
Was almost impossible to convict anybody under that statute. 

Mr. Curtis. Yes. But you had charge of all the election statut 
violations. 

Mr. Caupie. Yes, sir: ] was responsible for it 

Mr. Currtis. I remember that particular season Very well, I served 
upon the special Tlouse committee investigating elections. And I 
recall that in our investigation we found that the Communist Party 
operated in two or more of the States in the Union, and that they did 
not file a financial re port under the © orrupt Practices Aet. which, ot 
course, the Republican and Democratic and all other parties tiled. 

I recall that Mr. Priest of Tennessee was chairman of that com 
mittee. We referred the matter to the Department of Just ice, And 
not a thing ever happened. 


91550 -52—pt. 2— s 
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That is what impresses my mind. I will not ask you to go into that 
now. I called Attorney General ‘Tom Clark on several occasions 
and ae him what was happening; and nothing was happening. 

Now, how long after the fall of 1946 did you go over to the Tax 
Division / 

Mr. Caupie. I went to the Tax Division some time in 1947. 

Mr. Curtis. How did you happen to make that change ¢ 

Mr. Caupie. Well, sir, if IT remember, I really w: anted to leave t! 
Department. I wanted to resign. Because I had just about enoug! 
of the Criminal Division. Mr. Clark told me he wanted me to stay, 
because the Tax Division was about the most coveted division they 
had in the Department of Justice. And it was a question of promo 
tion. And that was why T took the position on, sir. It certainly 
L believe today it is one ‘of the most coveted divisions to be in. AY { 
that is why | went on and stayed on, sir. 

Mr. Curris. Why is it most coveted / 

Mr. Caupie. Because, Mr. Curtis, if vou would leave the Depart 
ment and go into the practice after you were in the Criminal Divisio: 
the possibilities would be that you would have to almost specialize i 
the criminal law. But if vou had become identified with the Tax 
Division and the laws and the procedures of the Bureau of Internal 
Revenue, it Is always a greater inducement to get people to working in 
the Tax Division than any other division, In my opinion. 

Right now I will Say that there are more than 400 applications ol 
file in the Tax Division, 350 to 400 applications for the Tax Division. 

Mr. Byrnes. Mr. Chairman? 

Chairman King. Mr. Byrnes will inquire. 

Mr. Byrnes. ‘To get back just momentarily to these pressures, do | 
understand from your statement that these pressures were in realit 
pressures on your tine rather than pressures on vour judgment ‘ 

Mr. Caupie. Pressures on my time; but they didn’t affeet my judg 
ment, Mr. Byrnes. 

Mr. Byrn s. So that none of these pressures that you have albu 
fom any way were intended to affect your judgment anv parle ila 
case ¢ 

Mr. Caupie. No, sn 

Mir. Byrnes. They were simply time consuming 4 

Mir. Cavour. Yes. sir, time consuming. 

Mr. Byrnes. . Ln that was really what your complaint was al 

Mr. Cacpie. I imagine soe, more than anything else, sir. 

Mr. Byrnes. Did you handle many tax cases when you were 
private law practice ¢ : 

Mr. Caupte. No,sir. IT lived in Anson County, the western distri: 
In the mountain sections of that district, which go way back to iu 
Pennessee and Virginia line, attorneys would almost ride the district 
like they clic mn the old dan S 7 ‘hey do it today. Dut in) mv cout 
we very seldom went outside of our county except litigation in acl 
joining counties, but they were not tax cases. And T never did hav: 
[ don’t think. but one or two tax cases. IT can’t remember hardly 
that T had. They were mostly in the bankruptey court. Because 
lived in the western district, and the collector of the Bureau of Int 
nal Revenue resided in the middle district. which was a hundred mi! 
fromus. And I didn’t have any tax practice at all. 


NM) 
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Mr. Byrnes. Did you have any practice in making out tax returns 
or anything of that nature ¢ 

Mr. Caupite. No, sir. Our firm could have, but we never would. 
We would refer them to accountants. We would never mess with 
filing returns or preparing returns. 

Mr. Byrnes. When vou were United States attorney. id you prose 
cute many tax cases in that capacity / 

Mr. Cauptr. None. Not asingleone. And I] will tell you why, Mr. 
Byrnes. After 1946 or 1947, the new rules of criminal procedure were 
adopted. And there is a rule. and [ think it is rule 20, that if you are 
indicted in the district where the collector resides, and you live, say. in 
the western district, then if vou want to enter a plea of guilty, if the 
United States attorney of the middle district agrees with the United 
States attorney of the western district, that tax case can be transferred 
over to the district in which he veaidies. but he must enter a plea there. 

And consequently, since L have left that district, a lot of people 
who were indicted in North Carolina who lived in the western «lis- 
trict. their eases were disposed of on pleas of guilty by the judge ve- 
siding in the western district. But [never had any tax cases in there 
at all. 

But the present United States attorney has disposed of them, a good 
many of them, on pleas of guilty, because that was the only way he 
could handle them. 

Mr. Byrnes. So prior to your coming to Wa hington as Assistant 
Attorney General, you had no e sag rie nee, particularly in tax matters / 

Mr. Cacprr. Ol. no. sir. No, sir, these tax matters are a question 
of trial. It isthe merits of what a case may have. IT could have tried 
ataxecase. [think Lam competent to try any kind of a case. I have 
had so much experience as a trial attorney. But we had no tax cases 
at all in the western district, civil or criminal, none whatever. 

Mr. Dyrn s. So that when you first went into the Tax Division of 
the Department of Justice, vou had no background particularly in tax 
cases 

Mr. Cacpir. No, sir 

Mr. Byrnes. Did you tind, however, that these tax cases that did 
come over, both the civil and the criminal cases, were rather, what 
you > Leall, —- ated cases / 

Mr. Cavpir. Yes. sir; some of es were very complicated Mr. 
Pyrnes. And I tell vou. When Mr. James Me Inerne vy. who was my 
first assistant. wanted to come up and he with me in the Tax Division, 
I remember how he and I talked together, that we would have to work 
our heads off and to keep up with the men who already had been iden- 
tified with that work. And I tell vou, I never worked so hard in my 
life as I did the tirst 6 or S months I was in that Division. 

Mr. Byrnes. Did you feel competent, at that time, though, to ren- 
der the judgments that were necessary as to whether cases were to be 
compromised and what the compromise would be, to render judgment 
as to whether there should be prosecution in a criminal case. and the 
various other decisions that we a incumbent upon Vou as head of that 
Division ? 

Mr. Cavpir. Yes, sir; I felt competent to do so, and I had conti- 
dence in myself. 

Mr. Byrnes. Without any background whatever in the tax field ¢ 











L030 INTERNAL REVENUE INVESTIGATION 


Mr. Caupie. Yes, sir. Now, Mr. Byrnes, had [ not had a larg: 
background of trial practice in the trial courts, it would have been a 
very difficult’ position to have held down. But all these civil case 
will turn upon what the facts are. If the facts prove one thing, i 
you can prove it and you think you can win your case, vou will try it 

The same thing will apply in the fraud cases: the question of 
whether adobe intended to clo wrone. And if the elements of intent 
are established there, it wouldn't be any trouble today for any t1 
lawyer to try a tax case, provided he were familiar with the facts. 

Mr. Byrnes. Are you trying to give me the impression that th: 
Only questions involved in the ‘Tax Division are questions that Wotlk 
relate to the actual trial of a case? 

Mr. Cavpne. 1 didn’t quite understand the question, Congressma 

Mr. Byrnes. Do 1 gather from what you have said that the only 
decisions lo be made in the Tax Diy SION On UY case relate to the ti 
of a case ¢ , 

Mr. Caupue. Yes. sir. It would go to the trial merits almost eve 
time. 

Mr. Byrn! s. No dee Isions ut all its Lo the quest ion of inter pretat 
of various tax statutes ¢ 

Mr. Cavour. Oh, yes, sir. We would have to interpret those stat 
utes. And we had to keep up with five courts, the Supreme Court 
decisions, the district court decisions, the Court of Claims, the Tay 
Court—- 

Mr. Byrnes. Well. that involves more than just the quest 
trial, does it not / 

Mr. Caupur. Yes, sir. 

Mr. Byrnes. More than the questions of trial procedure. 

Mr. Caupuie. That is right. sir. It sure does. 

Mr. Byrnes. You felt competent to make those decisions 
top level, as the head of this section, Without wii tax backer 
whatever / 

Mr. Cavupie. TI felt competent, Mr. Byrnes, after Thad confern 
with the Piel who had handled the case, hac then recommmenidat iol 
and had the facts and their memoranda and analysis. L felt hk 
Wiis competent LO pass on it. 

Mr. Byraxvs. L understand that really what you were doing 
rely Ing upon the Information anal judgements of those who were Ulie 
you. rather than your own, as to the ultimate decisions to be mac 
~ Mr. Caupie. Yes, sir: 1 relied heavily upon them, heavily up 
them. 

Mr. Byrnes. You testified before that you never overruled a re 
ommendation for prosecution that came from a lower echelon up t 
you. 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. Did you ever overrule a recommendation for no pros 
cution 

Mr. Cxvpie. Yes. sir. Several times. Several times. 

Mr. Byrnes. That was done on your own initiative ? 

Mr. Cavpir. Oh, ves, sir. 

Mr. Byrnes. On the basis of the file as it came to you? 

Mr. Caupur. Yes. sir: I felt like the facts were suflicient to 2 
toa grand jury. I felt like the facts were sufficient to have a stron, 
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case before the jury. The petit jury that would have to try the case, 
if it was a contest. 

Mr. Byrnes. Did you have any difficulty in obtaining attorneys 
with the proper background to take over duties in the Tax Division ¢ 

Mr. Cavoie. Yes, sir. They are hard to get. They are very difli- 
cult to vet. 

Mr. Byrnes. What do vou require by way of background for the 
attorneys who work on your staff ¢ 

Mr. Caupie. Well, it all depends. If they go into the Civil See- 
tion, in the Civil Section, which is a pretty highly complicated section, 
where we try practically all of the civil cases in the United States, 
unless vou get an attorney who has a tax background that can do the 
work comparable with the man who made the vacancy possible by 
weaving, tliat person would not—the section chief could hot assign 
to him as many cases as he would to one with experience. I remem- 
ber that L had this trouble here some time ago. We had been trying 
to find an able tax lawyer to fill a vaeaney. And one of our former 
men. I think. had eone over to the State Department, and we in- 
dueed him to return to our Tax Division there, because we just liad 
to have the men to do that type of work, 

Mr. Byrnes. In other words, a competent attorney on your ~tail 
had to have a tax background in order to do his job properly ¢ 

Mr. Caupie. He would to do a good job in the Civil Section. Te 
would. But in the Fraud Section, his requirement would not be so 
eXact. 

Mr. Byrnes. You passed, as head of the Division, on the e1vil mat- 
ters as Well asthe fraud matters, did you not é 

Mr. Cavupir. I passed upon the compromises. But when it came 
down to the actual preparation of the trial of the civil cases, those 
cases were under the supervision of Mr. Andrew Schart. who was the 
section chief, and certainly one of the ablest tax men we have in the 
country. And his men were working together in preparing and try- 
ing these CUSses, where ver they would arise inthe United States. 

Mr. Byrnes. But vou were head of that section / 

Mr. Caucpnr. Yes. sir. that section was one of the sections that was 
under me, and L was responsible for it. 

Mr. Byrnes. And as I understand it, attorneys working in that 
section, in order to be colnpertent, had to have a tax background 4 

Mr. Caupie. Well, IT will tell you. It would be a great asset to the 
Government for him to have a tax background, but if he had a wide 
background of civil practice, and he didn’t have any tax background, 
then in just a few months’ time, the fellow would be on the street, 
and be all right. 

Mr. Byrnes. In other words, vou figure all it takes an attorney 
isa couple of months to become pretty expert in the tax field / 

Mr. Cacpie. If he is a good trial lawyer, a trial lawyer who has 
been in the Federal courts and the State courts, if he has that ability, 
he will not be able to handle as many civil eases as vou will like for 
him to handle, but he certainly can handle the eases that he has the 
time to devote to them with his knowledge and background of trial 
work. 

Mr. Byrnes. Will he be able to determine what is a good compro- 
mise and what is not a good compromise without a tax background ¢ 
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Mr. Caupie. Yes, sir. Because these tax cases, these civil cases, ar 
like any other case. And these cases were brought by taxpayers. | 
reckon 85 percent of our work was civil cases. And probably 50 or 
90 percent of the cases were brought by people where the Bureau liad 
made an assessment, and they paid the tax. And they filed a clain 
for refund which had been denied, and then they brought a suit t 
recover. And they would allege in their complaint their reasons fo 
believing that the assessment was wrong. We would eventually 
get the files from the Bureau, and then we would file an answer, a 
then the issues were joined. And then this attorney would have pri 
trial conferences with the judge. He would have many conference 
in the office there with the attorneys. He would file memorandun 
about it. He would confer with his section chief. 

Mr. Byrnes. That is the procedure—— 

Mr. Caupte. Sir? 

Mr. Byrnes. That is the procedure, I understand, that is fo! 
lowed. But it is also my understanding that there is considerab|, 
judgment exercised by the Assistant Attorney General in charg: 
of the Tax Division in the matter, for instance, of compromises, ov 
of these civil actions. 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. And I am just wondering how a person could con 
petently carry out that responsibility without having a tax bac 
ground. 

Mr. Cavpie. Well, sir, Mr. Byrnes, if you are a trial lawyer vo 
can. I tell you one thing. Whenever the files come to you on the 
compromises, the reasons for the offer being accepted or the reaso 
for the offer being rejected are laid down, and all the questions th 
could be raised are raised and answered, and then vou would read 
that file over. Oftentimes you would confer with the chief of 1 
compromise section. Sometimes you would disagree. You would 
try to get the offer increased. Sometimes vou would believe that 1 
offer ought to be accepted. And whatever it was, probably six or eig 
people were in on the proposition trying to arrive at what were | 
best interests of the Government. 

Mr. Byrnes. The reason why I am pursuing this line of qui 
tioning is that I think there is some question as to the procedure 1 
is followed and the requirements that are set up for the attorne 
who are given positions of great responsibility in the Attorney G: 
eral’s Office and particularly in the Tax Division. It just seems | 
me that we have in vour case what would appear to me to be the pecu! 
situation of a man with no background whatever in tax work being 
up in charge of the Tax Division and having to do with all of thy 
prosecution of tax cases, civil and criminal, of the United Stat 
Government. 

That is all, Mr. Chairman. 

Mr. Caupte. I would like to say this, sir, that the record over ther 
will speak for itself. I was continuously in conferences with my 
men. Iam sorry that vou may have the opinion that T was not con 
petent to hold this position down. T had confidence in myself. T thu 
that we have made a very fine record. It has been hard work. An 
we have worked hard. Our men right today, the 86 men in the Ci 
Section, are carrying more than a hundred cases apiece. It is a potift 
situation, unless they get more men over there. 
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Mr. Curris. Mr. Chairman, just a half a second, to clear up some- 
thing. 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. I find that I was left with a bit of confusion as to one 
matter that I inquired about, so I want to ask this one question, 

Mr. Cavupte. All right, sir. 

Mr. Curtis. Did the Attorney General, Mr. Tom Clark, concur 
in the decision for a limited investigation in the original Kansas City 
vote fraud inquiry ? 

Mr. Caupte. Mr. Curtis, I don’t remember and can’t recollect. I 
‘ant recollect it. The file will speak for itself, sir. I know that Mr. 
Clark and I, several of us, were very much concerned about the matter, 
and we had many conferences on it. 

Chairman Kine. Mr. Caudle, I wanted to have an explanation of a 
quotation by you in the local press of the 17th. 

Bearing in mind your testimony this morning, it has not in my 
opinion been complete, or else you have been misquoted. I will read 
from one of the quotes, Mr. Caudle: 

I have many friends all over the United States who have pursued their cases 
in my Division, but regardless of friendship or tremendous pressures, like the 
gyroscope on a battleship I have steered straight down the course, sending cases 
to the grand jury, when every conceivable pressure had been brought against 
me not to do so. 

Mr. Cauptr. Mr. Chairman, I think that statement is not correct. 
I am sure I know this. I know this, that when my resignation was 
requested—and, of course, you can well imagine how distressed 1] 
was—the press came out to my home. The telephone had been ring- 
ing so many times. They came out to my home. I had no prepared 
statement. I had none at all. And T realized that the AP, the INS, 
the UP. Time and Life and everybody else, came upon my porch. ‘The 
flashlight bulbs were flashing, and everything. T hardly had a chance 
in this work l to get my mind together. But IT want vou to know that I 
think that statement there—that I was misquoted, misquoted. 

But I was under tremendous strain. I was worried. My family 
was worried, as you know. I might as well confess. Anybody knows 
it was so. It was awfully hard for me to meet the press. It was very 
hard for me. But it was a matter that they had a right to get some 
statement from me, and I had no—I did not even know they were 
coming out. They just came upon me just on my porch, right now, 
and wanted a statement. They were entitled to it. I gave the best 
statement that I could give, but that statement there—I think I 
was misquoted, Mr. Chairman. I am mighty glad you brought it 
up, Sir. 

Chairman Kine. Then the facts are as you have stated this morn 
ing. that you cannot recolleet-—— 

Mr. Caupir. Sir? 

Chairman Kive. The facts are, as you have stated this morning, 
that you have no recollection that pressures were brought upon you 
to do improper things or to change your mind and your judgment as 
to the proper course / 

Mr. Caupir. No, sir. 

Chairman Kine. That would be true, rather than the quotation 1 
the paper? 








1034 INTERNAL REVENUE INVESTIGATION 


Mr. Cavupie. Yes, sir; that is what I would have intended saying. 
I certainly would. Because about these pressures here this morning, 
here; I don’t know how you gentlemen would say what pressures 
are. When a momentous matter is brought up in Congress and you are 
about to vote on something, whether you would construe the telephone 
calls and messages to vote one way or the other as pressure—Il dont 
know what you would say that would be. But I had so many confer- 
ences. I was deeply concerned about it. IT was trying to make a good 
record. I was trying to reflect upon the administration, with the 
responsibility I had, and I was trying to be fair and impartial. And 
[ don’t want any impression to get abroad that someone was trying 
to get me to do something I didn’t want to do, because they didn’t do it. 

Chairman Kine. Before recessing for the luncheon hour, | wish to 
state that Mr. Keith Beaty and his counsel conferred with our com 
mittee counsel yesterday. Mr. Beaty has stated that he does not wish 
to request an opportunity to make a statement before this committee, 
and as [ understand, he has left the ctiv and returned to his home. 

Mr. Nicholson and Mr. Charles Caudle likewise have stated they 
do not wish to make a statement at this time. 

The committee will now recess until 2 o'clock this afternoon. 

(Whereupon, at 12:27 p. m., a recess was taken until 2 p. m. t 


} 
His 


same day.) 
AFTERNOON SESSION 


(The subcommittee reconvened at 2:17 p. m., pursuant to recess.) 

Chairman Kine. The subcommittee will be in order. 

I might state for the benefit of our photographers that Mr. Caudle 
has been a willing subject on two different occasions now, in the com 
mittee hearings, and I would admonish our photographer friends to be 
as lenient and considerate as possible this afternoon, and allow Mr. 
Caudle to be relaxed. 


TESTIMONY OF THERON LAMAR CAUDLE-—Resumed 


Mir. DeEWiInpn. Mr. Caudle, toward the end of the morning sessio 
did IT understand you correctly to say that vou did not think that a 
broad knowledge of tax law was essential to the work of the Appellate 
and Ci | secllols of the "Tax Div ision / 

Mr. ¢ \UDLE. No, sir. In the Appellate anal Civil sections, IT think 
they need to be well qualified, Mr. DeWind. 

Mr. DeW inp. As tax lawyers? 

Mr. Cavupie. Yes, sir. 

Mr. DeWinxp. Not only as trial lawyers, but as tax lawyers? 

Mr. Cyupie. Yes, sir, in the Appellate and Civil Sections, L think so, 
sir. 

Mr. DeWinn. Well. that is not the sort of knowledge that eould by 


bean red 2? months / 


Mr. Cacpir. No, sir: it would be pretty hard to acquire the know 
edye of those two sections in 2 months’ time. 

Mr. DeWinp. Well, would vou put it more like 2 vears or 4 vears?! 

Mr. Caupnie. Well. sir. it all depends upon the inelination. There 
ire sole lawve I= who are eood trial lawyers and cant W rite briefs, 


} 
OW 


i! ra there are those w ho ean write briefs and ean't trv cases. I ko 
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that we always tried to put three or four young fellows in there and 
train them so that they would live with the service and be valuable; 
but every one of the men T put in, some law firm would pick them up 
ina vear or two, and they would be gone. 

Mr. DeWinxp. W ell, at the top levels of the office, do you cons sider 
that a broad, basic knowledge of tax law is an essential part of the 
job? 

Mr. Caupite. You mean to be an Assistant Attorney General ? 

Mr. DeWinp. Or to hold any position in the top echelons of the 
Department. 

Mr. Caupie. He has got to be pretty well qualified in his work. 

Mr. DeWixp. Now, in your own experience, when you became 
head of the Tax Division, had you had any tax experience to mention 

Mr. Caupie. No, sir, Thad not, Mr. DeWind. 

Mr. DeWinp. LT gather, from what vou say. it is a fair conclusion 
that you did not consider yourse lf fitted for the position. 

Mr. Caupue. L thought I was fitted for my position, but 1 sure did 
have to work; IT sure did, because, as 1 tried to explain—and maybe 
I didn't explain it well enough—none of the work in the Division is 
difficult if one has had trial experience. 

Mr. DeWinp. Now. that is what [ was trving to get, and I thought 
vou said in addition to that kind of experience, you should have broad 
basic tax know ledge. 

Mr. Caupir. Well, sir, IT will tell you. As T was describing, in the 
civil work under Mr. Sharp, where they are in the trial of cases all 
of the time. if a new man ts placed in that Division who cannot do 
the work comparable with the one who has left, he cannot be assigned 
as much work as he would be if he was a more experienced attorney. 

Mr. DeWinp. I am talking about something a little bit different. 
T think. LT am talking about the top polices V portions of the oflice. 
Doesn't the T: ux Division have to ake policy dlee isions On broad 
areas of Federal tax litigation, and dont you have major issues in 
tax law that are going to have to be deve loped in the courts, and the 
lines - enses to be selected for litigation / 

Mr. Cavupnue. Yes, sir. 

Mr. im WiINpb. And tlhe lines sought lo he developed by eourt dee 
sion are tatters not only of policy, but involving a very considerable 
technical knowledge of tax law: is that right / 

Mr. Cavupie. Yes, sir: there is no question about that. sir. 

Mr. DeWinp. Well, now, were you able to make those policy deci 
sions on Federal tax lit ivation 1yy reason of your experience ¢ 

Mr. Cavoie. Well, by reason of my experience. those who were in 
the Appellate Section and the Civil Section, we had TH BEAS conferences, 
and they had their recommendations and they had their facets, and 
after I knew them, I felt competent to rule on them: LT sure did feel so, 
sir. We came out prety well. 

Mr. DeWinp. Well, what Tam trying to find out is how vou felt 
able to pass judgment upon these broad questions without any prion 
know ledge? 

Mr. Cavone. Well, Mr. DeWind,. it is hard for me to wet it across, 
but for instance. now, vou take eases going up on appeal to the Su 
Prete Court, and cases that went to the Solicitor General. 

Mr. 1) WINpb. In those particular cases, the decision rested with 
the Solicitor General / 
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Mr. Caupie. Yes, sir. 

Mr. DeWinp. How about all of the litigation in the cireuit court 
of appeals, where the Tax Division makes the decisions / 

Mr. Cavupte. In the cireuit courts of appeals? 

Mr. DeWrnp. Yes. 

Mr. Cavupie. Of course, T had a very competent and able staff, 
and [ relied heavily upon these men. 

Mr. DeWinxp. Did you have to rely entirely upon what they to! 
vou? 

Mr. Caupte. I didn’t have to rely entirely on them, but they recon 
mended to me and they convinced me they were right. and T certain 
would go along with them. 

Mr. DeWrxp. In your knowledge and experience, were you able | 
he critical about their advice ? 

Mr. Cavprie. Sometimes T was. 

Mr. DeWrnp. Dy “eritieal” I don’t mean to eriticize, but to exe 
cise a eritical judgment of it. 

Mr. Cacpie. Well, sometimes T did. sir. We have had so may 
conferences, and IT remember in particular a case we had up there in 
New York State. 

Mr. DeWinn. Without going into the pasthesteer cases, because we 
don’t have time for it. 

Mr. Caupie. Well, I won't. 

Mr. DeWrnp. Certainly, when vou were named Assistant Attorney 
General in charge of the Tax Division, if I understand what you said, 
vou knew nothing about tax law. 

Mr. Caupie. No.sir: I had not been in the tax field at all. 

Mr. DeWtxv. Do you consider in order to be able to pass an inde- 
pendent. judgment upon matters of broad policy involving technica! 
considerations, that you were able to do that ? 

Mr. Cavpie. When I had the facts, I thought so. 

Mr. Ganiacuer. This same question has been asked of the witness 
in slightly different form, probably a dozen times, and it is terril! 
repetitious. 

Chairman Kine. Proceed, Mr. DeWind. 

Mr. DeWrxp. If you were recommending somebody for the po- 
tion you held, woul | you consider only the merits : and prefer to hay 
someone who had a broad background in tax laws? 

Mr. Caupie. You mean an applicant for a vacaney in the Divisio 

Mr. DeWrxp. No: I meant someone to be Assistant Attorn 
Cieneral. 

Mr. Caupur. Yes, sir: IT would thoroughly consider his qualif 
tions. 

Mr. DeWriyp. That would be an important faetor in your mind 

Mr. Cavour. Yes, sir: it woul 1 be a very import: int factor. 

Mr. DeWixp. How about your assistant, the First Assistant 
office? Should be be a man with real technical knowledge ? 

Mr. Caupie. He certainly ought to be qualified and competen! 
do it. 

Mr. DeWinxp. Now, when you came over from the Crimina 
vision, did vou transfer Mr. Turner Smith with vou / 

Mr. Caupir. Oh, ves, sir: but Turner Smith came up, and he » 
just one of the attorneys in the Fraud Section for about 8 or 9 mor 

Mr. DeWinp. And then what position did he assume ¢ 


/ 


1 1) 
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Mr. Cavupie. Well, when there was a vacancy, when Mr. Sewell 
Key, who was my first assistant in charge of the Appellate Section 
and the Civil Section, but in fact Mr. Sewell Key was Acting Assistant 
Attorney General for several months before I took the position over— 
and Mr. Sewell Key remained Chief of the Appellate Section and 
my principal assistant in all matters involving the Appellate Section 
and the Civil Section. I brought up Mr. James Melnerney with me, 
because of the illness of Mr. Key, and split the responsibility between 
the two men on the recommendation of Mr. Key, and Mr, McInerney 
became the principal assistant for compromise cases and fraud cases. 

Mr. DeWinb. Did Mr. McInerney have any experience in tax cases ¢ 

Mr. Cavupte. No, sir: he did not. 

Mr. Dr Wixp. Now, what position did Mr. Turner Smith assume? 

Mr. Caupie. Well, after Mr. Smith—now, you see, Mr. Ellis Slack 
was Chief of the Frand Section for a long time, for a good while be- 
fore Leven came into the Tax Division. 

Mr. DeWinxp. Maybe we could cut it short if T asked vou: When 
did Mr. Turner Smith become your first assistant ¢ 

Mr. Caupie. About 8 or 9 months after he had been in the Fraud 
Section is my best recollection, when Mr. Sewell Key died and Mr. 
Slack wanted to be Chief of the Appellate Section. 

Mr. DeWinp. Now, Mr. MeInerney went back to the Criminal 
Division? 

Mr. Caupte. Mr. McInerney remained my principal assistant or 
my first assistant, I would say, and I elevated Mr. Turner Smith as 
being Chief of the Fraud Section. 

Mr. DeWInp. So. then vou had two top people in the office you had 
brought in, that had rad iX experience / 

Mr. Caupte. Yes, sir, but [ tell you one thing, they became qualified, 
thoroughly competent men, both of them did, and they vere respected 
by the entire Division, and I felt were very able. 

Mr. DeWixpo. When did Mr. Turner Smith become your first 
assistant ¢ 

Mr. Caupte. Mr. Turner Smith became my first assistant when Mr. 
McInerney became Assistant Attorney General in charge of the 
Criminal Division. 

Mr. DeWinxp. When would that be, do you recall ? 

Mr. Cacoie. Mr. DeWind, T declare if I know, sir. It must have 
been about a vear ago, maybe a little more, and IT don’t know how long 
Mr. McInerney has been in charge of the Criminal Division, but it 
inust have been about a year ago, something like that, sir. 

Mr. DeWinp. Well, what were the considerations in your decision 
to promote Mr. Smith, and did that involve promotion over the heads 
of other people, or not ? 

Mr. Caupie. Yes, sir, it involved—Mr. Smith had been a Section 
Chief in the Criminal Division, and he had served his post there very 
well, and was a very reliable man and very conscientious and thorough 
person, and I knew him very well, and that is why he came up with 
me. And when there was a vacancy, after he had served about 8 or 9 
months as one of the attorneys in the thing, it was a very normal and 
natural thing for me to elevate the gentleman. 

Mr. DeWinp. Well, then, I judge within a short time, in addition 
to vourself, who had no prior tax experience, you brought two top 
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people into the Division who themselves had had no prior tax expe 
rience. Possibly there is some explanation for that, but IT wondered 
what your fee ling about it was. 

Mr. Caupie. Mr. DeWind. I had confidence in these men, and M; 
Smith had been in the Tax Division, I think, about 8 months; and 
McInerney came up, and during the lifetime of Mr. Sewell Key, 
handled the compromise cases, and the fraud eases, which were ver 
very easy for a man of his capability to handle. ee then, when Mi 
Sewell Key died, then I put the full responsibility upon Mr. Me- 
Inerney to be the principal assistant over all of the ‘on sections 

Mr. De Winn. Now, prior to that time. under your precdece =SOrs 
head of the Tax Division, it is my impression that the top people 
the Tax Division had been characterized almost uniformly by 
siderable experience in tax law. 

Mr. Caupie. Well, they may have been, Mr. DeWind, but T did 
know them. 

Mr. DeWinp. That was certainly true of Mr. Key, wasn’t it 

Mr. CAUDLE. Mr. Sewell Key Wis a very able TUN Wh, Ohie of 
best. 

Mr. DeWinp. And vou had other people in the Division who | 
considerable Lux experience, over whose heads Mr. Sith Was pre 


, 


moted, and possibly others / 

Mr. ¢ “Al DLE. We ll. probab ly SOs probably th were are men ovel thie re 
right now who you a pe say are more quali fied than those who ar 
serving, but I thought the choice | race Was a pretty eood Chore 
because thes rot along well with the personnel, and vou have a pre 
lem in this Division other than just being head of it. You hiav 
personne! problem, and vou have to have men who can get ; ft 
with the people and work with them. 

Mr. ay \\ IND. Well, isn't the best w 1\ to triaihtain eood rapes 


Mr. Gauiacuer. Mr. Chairman, is this now a personnel 
Into the }) rvtrment of Justice / lt 2% seelus to die le ravi 
terribly afield of what I understand to be the Purpose of the ry 
namely, whether or not Mr. Caudle mishandled any tax cases. a 


it just <eems to me, sir, that the time ought to come whe 
dow nto the main business of the inquiry. 

Chairman Kine. T think, Mr. Gallagher, that the inquiry 
within the realm of our authority on administration, whiel 
Include personnel and personnel practices. 

Proceed. Mr. ( ‘ounsel, 

Mr. C'AUDLE. I hac confidence in them, and TD tho ieht thes 
good job. 

Mr. DeWixp. [Tam not questioning that, Mr. Caudle. Tam saving 
it would seem to me that the preservation of high standards 
morale would involve the promotion and maintaining of the pe 
with the necessary experience to handle the job. 

Mr. Caupie. You take a man who has been section chief 
pretty mean section for a couple of vears, and who has done 
ana I thought he had the qualitie of leadership anal abilit 
he became known. And I didn’t put Mr. Smith ii that positio 
he became fully oriented in the fraud cases there, which was a 
months. 

Mr. DeWixp. Did you feel it was not possible to combine | 
broad tax experience and capability as an executive over the 
the section ? 
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Mr. Caupte. It is not required to have broad tax exper lence in the 
fraud cases as it would be in the civil cases, Mr. DeWind, and that 
is Where it really takes ability. 

Mr. DeWunp. You did not feel, then, that your first assistant should 
be a person of broad experience in tax law ¢ 

Mr. Cavpie. I sure did, and I sure did; and Mr, Key, who was my 
first assistant—— 

Mr. DeWinp. But you didn’t make Mr. Key your first assistant. 

Mr. Cavupie. He was there when I came. 

Mr. DeWinp. When he left and he was gone, did you not replace 
him with someone of comparable experience ¢ 

Mr. Caupir. When he was gone, [I replaced him with Mr. MeIner- 
ney, and [do believe, Mr. DeWind, if you make any inquiries in the 
Tax Division, that Mr. McInerney made an excellent record. 

Mr. DeWrxp. I don’t wish to reflect on Mr. McInerney, and it is 
just the method of selection of personnel for the job. 

Mr. Cavore. Well, it is a question of personal choice in the 
thing—— 

Mr. DeWrnp. It is a matter of personal choice / 

Mr. Caupte. It is a question of personal choice, if you know the 
qualifications of what they are supposed to carry out and do, sir. 

Mr. DeWinp. Did you, yourself, in time, become thoroughly 
grounded in the principal litigated issues of the Federal tax law / 

Mr. Caupir. Yes, sir; I became pretty well grounded, 1 thought, 
Mr. DeWind: pretty well grounded. 

Mr. DeWinxp. Tlow did you acquire that grounding ? 

Mr. Cavupie. I acquired that by a lot of study, studying the memo- 
randums and the briefs that had been prepared and submitted to the 
Division, conferences, with the section chief, reading of various cases 
that came along on questions there were at the moment; and I don't 
Waht vou to think, and I don’t want the committee to think, that I 
think that I am the best tax lawyer in the country and was the best 
(Assistant Attorney General. I think I was pretty fair and did my 
job fairly well, and probably there were many others far more com- 
petent th; inme. But I was deeply conscientious about the work of 
the Division, and lived with it and lived with my men, and beeam 
tre mendously devoted to them, and have great respect for them. 

Mr. DeWinxp. Mr. Caudle, could you tell the committee brietly the 
manner in which you were first selected to become an Assistant Attor 
nev General / 

Mr. oe pLE. When I first became Assistant Attorney General, Mr. 
DeWind, I don’t know; I had known Mr. Clark for a long time. and 
Mrs. Clark, and L was United States attorney for 5 vears, and I know 
when [ first took the United States attorney's office over in the west- 
ern district of North Carolina, IT was advised that it had the lowest 
rating in the United States: and in 5 vears, when I left it. it had the 
highest rating, and there were two other United States attorneys’ of 
fices that were equal to the rating that T had achieved. ; 

Mr. DeWinp. What kind of rating do Vou refer to? 

Mr. Caupie. That is a rating in the Department of Justice that 
they keep on all of the United States attorneys’ offices. 

Mr. DeWixp. What are the factors that enter into that rating? 

Mr. Cavupie. Well, sir, in the first place, we had a lot of civil work 
in the United States attorney's office in the western district, and I 
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never did ask for assistants from Washington for any civil assista: 
in my cases. 

Mr. DeWinp. Is that a factor in the ratings? 

Mr. Caupte. That would enter into it. 

Mr. DeW rnp. I beg your pardon / 

Mr. Caupie. That would enter into it. And there are a lot 
things that go into that equation, as was explained to me a long tin 
ago, Mr. De\Wind, and there were a lot of things that went into 
There was the cost of the preparation and trial of cases: the coll 
tions of money of judgments that we had been successful in obtain 
against different people that owed the Government money: and th 
dispatch of business, and the keeping of the dockets cleared and clea 
And there were just so many things that went into it, whieh Pound 
stand went into that rating. It was not explained to me in deta 
and I was very happy and very much surprised to see it when L 
told that. 

Mr. DeWrnn. Where are these ratings kept, do you know! © 
the committee make a study of the method of rating ¢ 

Mr. Caupie. I don’t know, sir. The Department of Justice ke 
the statistics and ratings over there in the Department all of 1 
time, sir. 

Mr. DeWinv. Which division is in charge of that? 

Mr. Cavupue. I think that that was under Mr. Thomas D. Quin 
who was administrative assistant, but I think it is now under Mr. 8. \ 
Andretta; and one of the gentlemen told me about this in 145, | 
think. 

Mr. DeWrnp. Now, you were starting to Say how vou became 
sistant Attorney General. 

Mr. Cavpte. Well, sir, Mr. Clark one day called me over the plo 
and stated, after he became Attorney General, that he had thoug 
through all of the United States attornevs and other friends thas 
he had, and he thought that I was fitted for the position in charg: 
of the Criminal Division because I had so much trial work, and |. 
asked if I would accept his invitation to become Assistant Attor) 
General. I didn’t solicit the position, and I was very much surprise: 
when he invited me to come, and I agreed to come. 

Mr. DeWinp. What had your prior acquaintanceship with M 
Clark been? 

Mr. Caupie. Ever since T was United States attorney, I knew M 
Clark, and I knew him when he was in the Antitrust Division, a 
then when he came over and became the Assistant Attorney Gene! 
in charge of the Criminal Division: and consequently you would co. 
tact right often, as I was over in the Department here with the atto: 
nevys who try your cases and whenever I would come to Washington 
I would naturally see Mr. Clark and his wife, Mary, and Mr. Mi 
Granery, who was—I don’t know—who was the Assistant to t! 
Attorney General then. 

Mr. DeWixp. Had your contact been primarily social or primari! 
official ¢ 

Mr. Cavpie. Both. 

Mr. DeWinp. Now, was that the first time the matter was me 
tioned to vou or that you had mentioned the matter to anybody ¢ 

Mr. Cavpne. Yes, sir, if I reeall, IT never did mention the matte: 
to him, and I believe he asked me over long distance whether or no 
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Mr. James P. MeGranery had ealled me. and T told him that he had 
not. And I wondered what it was about. Then he told me then 
what he would like for me to do. 

Mr. DeWinp. Had you had any discussions with anybody about 
obt: uning some sort of promotion ¢ 

Mr. Caupie. No, sir, I had not talked it over with a single person, 
not a single soul. Senator Bailey was Senator then, and I think 
Senator Reynolds was, 1 am not sure. I had not even discussed it 
with them. I believe Senator Heey was Senator then, and [| never 
had discussed it with him: and in faet. ] never had discussed it with 
anvbody. As IT told Mr. Clark one time, it seemed to me like the 
wheel just turned around and stopped on me. 

Mr. DeWinxp. Well, vou thought that is what happened ? 

Mr. Caupie. I can't tell you that is what happened, but I think 
he was pretty thorough, and I think he felt like I had the qualifica- 
tions to fill the position or he would not have given it to me. 

Mr. DeWinxp. Now, if IT understand what vou said this morning, 
it is your feeling that in connection with the criminal fraud aspects 
of the Tax Division work. those involve or that job involves the 
exercise of very, very great cliscretion and judgment ¢ 

Mr. Cavpie. Yes, sir, the fraud cases, they sure do, and vou have 
the power to, and the question is how you are going to exercise it. 

Mr. DeWinp. And the cases are freque *ntly so ‘balanced that there 
is a great deal of personal discretion in the exercise of judgment 
that is very hard to an: — or question / 

Mr. Cavupie. Yes, sir, and sometimes the facts are there and your 
men are divided. 

Mr. DeWinp. Not only, then, is expert skill required in appraising 
the cases, but also a very high degree of integrity and good sense ¢ 

Mr. Caupie. Yes,sir. Not only that, but I will tell vou, it is always 
a question of what the facts were, and how strong were the facts, and 
some men thought vou couldn't win a case, and some thought you 
hadachanee. And it was not any skill: it was just a question of how 
strong vour facts were to win the case. 

Mr. DeWixp. Well, there is a very great exercise of expert judg- 
ment ¢ 

Mr. Caupier. Yes, sir: but. Mr. DeWind. T think any trial lawyer 
could exercise that with not too much trouble. 

Mr. DeWrnpv. Now, you have a health policy down there, don’t you / 

Mr. Caupte. Yes, sir. 

Mr. DeWinp. On criminal prosecutions. And how does the health 
policy operate / 

Mr. Caupie. I will be delighted to explain it to you, Mr. DeWind. 

Whenever the issue of health is raised, and that is when some attor- 
ney brings a doctor in or a doctor's certific ate, stating that he has 
examined an individual and, in his opinion the man is unfit to stand 
trial or the trial may result in his death, then he comes into that 
category. The rugged requirements are that it must be proven to 
the thorough satisfaction of the Department that the ordeal of a trial 
may result in the death of the taxpayer if vou try him. 

Mr. DeWixp. That is. a trial would endanger the life of the tax- 
payer? 

Mr. Caupie. Yes, sit 

Mr. DeWinp. That is the test? 
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Mr. Caupie. Yes, sir; the trial would probably result in his death. 
And then, when that is done, you will get probably several doctors 
who will say that, in their opinion the ordeal of a trial would be that. 
They would be the personal a ians of the taxpayer or someon 
whom he m: iv have employed; but we never stop and take any chance 
on that, and we refer always, when the issue of health is m ised. we 
refer it to the Bureau to Internal Revenue, and they refer it to the 
Public Health Service: and the Public Health Service will examine 
this man. If the Publie Health concurs, and if Public Health 
concurs In the proposition that the ordeal of a trial would result 
the death of the t: iXpaver, in the opinion 

Mr. DeWinp. That is done for you by the Bureau of Internal 
Revenue ? 

Mr. Cavupue. Yes, sir; that is done by the Bureau of Internal 
Revenue. 

Mr. Kean. May [ask a question along that line‘ 

Mr. ( audle, clo they have the same poles if thev find out that o 
of the men who stole the money in the Brinks ease up mn Boston had 
bad health ¢ 

Mr. Caupie. No, sir; I don’t think so, Mr. Kean: they have that 
pole Vv. 

Mr. Ki aN. Why not ¢ W! atois the clitterence bet ween stealing 
from the Federal Government and stealing from taxes and stealing 
from other places ¢ 

Mr. Caupue. The difference is this: that in a tax case if a man is 
hot tried, he is voing to have to puV de ) peree it Fravic penalty any 
way, and that oftentimes will wipe him clean off t he books. So, you 
see, vou have a double sanction. 

And if he Is tried, anil if he Is able to stand trial he WW ill rototrial 
and he will certainly have to pay a 50-pereent fraud penalty. But 
that does not Operate, Vou see down in the Criminal Division in erin 
nal cases. 

Mr. Kean. Well. in criminal « ases, they would get restitution if they 
could find the money that the criminal had stolen. Tt is true he would 
not get lis of-percent fraud penalty, Lead they would rel all of the 
money back they could. 

Mr. Caupire. He would just be returning something that he first 
took that did ‘ belong to him. 

Mr. KEAN. [ft seems to me that there is a feeling nmmnonge the Cro 
ernment olliciais that cheating and stealing from the Governme 
tuxes is not as much of a crime as other stealing: and I think it 
just as daiueh ofacrime as a \ other steal g. 

Mr. Cavupte. Well, it may be, Mr. Kean: but let me tell you some 
thing, if L may, Mr. DeWind, on this helath policy. I will tell vou 
when vou are the one who must make the dectsion of whether a mia 
will be tried, and able pliysicians, both for the Government and for 
the patient, tell you if you try this man they believe you will kill hin 
you are going to doa lot of thinking. 

Mr. Kean. But if the man was a criminal in the ordinary erimi 
Wi. Vou Wo tld not stop trving him because he had a bad heart ot 
something, would you ¢ 

Mir. CAuUpLE. Maybe not. TL notice here that one of the district purcd re 
here sometime uvo dismissed an indictment against sotne han beca 


it was found that he was phir really unfit to stand trial: that 1 














INTERNAL REVENUE INVESTIGATION 1043 


ordeal of a trial would probably result in his death. That is up to the 
judges; and how many of them do it, I don’t know. Every case must 
stand on its own. 

Mr. Kean. Would it be up to the judges in this case, too? Perhaps 
it ought to be up to the judges in this case, too. You have to go before 

, judge when you have a criminal case, and why should you make the 
Fi a ision instead of the judges, if the judges do it in criminal cases ¢ 

Mr. Caupie. I will tell you what happened one day to me, and it 
will only take a minute and a half. There was a doctor out in 
Waukesha, Wis., a small fraud case, and the money involved was not 
large, and we sent the case out. And issues of whether or not this 
man had suicidal tendencies had never been raised with us, and the 
lawyer called me up Sunday night and asked if he could see me early 
Monday morning at 9 o'clock, and I told him I would. And he came 
in about 9 o’clock and talked to me, and he said, “1 want to tell you 
one thing, Mr. Caudle,” and now, understand, I had authorized the 
United States attorney to file a complaint that Friday before | left 
the office, and that complaint would be filed and served by the United 
States marshal on this man, and he said, “Mr. Caudle, | am going to 
tell you now, if you arrest this man he will destroy himself.” And I 
said, “Well, let me call up Mr. Cronin right now and find out about it, 
and I don’t want the man to kill himself, and you should develop 
these suicidal tendencies with psychiatrists so we know the facts.” 

IT called up Mr. Cronin, and he told me, “[ am sorry, Mr. Caudle, 
but this gentleman killed himself at 7:30 this morning.” 

Mr. Kean. It was not your fault. 

Mr. Caupte. It wasn’t my fault, but I will tell you, I felt whatever 
blame could be put on me about it, I felt like 

Mr. Kean. Ido not think that vou had any blame at all, Mr. Candle, 
on that, and I do not think that there is any blame at all. If a man is 
a criminal, I think you have a perfect right to try him. 

Mr. Caupue. I felt pretty good about it, Mr. Kean. 

Mr. Gatiacuer. I think vou asked a question, and I am not sure 
Mr. Caudle understood it. Didn't you ask him whether or not, even 
in these health cases involving tax prosecutions whether or not it is 
up to the district judge to determine whether the case shall be dis- 
missed on aceount of health¢ Did you frame the question as to 
whether the final decision were Mr. Caudle’s, or whether it was the 
decision of the district judge? 

Mr. Kean. The decision is made, as I understand it, by the Depart- 

ment. 

Mr. Caupie. Yes, sir; but I want you to know, Mr. Kean, that I 
didn’t make the decision alone. 

Mr. Kean. It has been a policy for a long time, I know, of the 
Department, but what we are trying to find out here is whether the 
Department’s rules and regulations are to the best interests of the 
United States; and the reason I am bringing this one up especially is 
because I do not think that this is. I know you did not make the 
regulation originally. 

Mr. Caupie. Thank you for saying that; and I hope they won’t dis- 
turb the health policy, and I believe in the thing, because it has not 
been abused ; and, I declare, to indict someone, and you think that they 
will die from it when they are going to have to pay a 50-percent fraud 
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penalty anyway; it is a pretty hard decision to make, I will tell you, 
it sure Is. 

Mr. DeWinv. Do T understand you to say that the health poliey is 
rigorously enforced so that there has to be a specific finding by it 
Public Health doctor that a trial will endanger the life of the de 
fendant ? 

Mr. Caupir. Yes, sir; we rely upon the health doctors, and we re) 
upon the outstanding physicians that the United States attorney may 
select or the Department of Justice may select to make the examina 
tion, and sometimes a Public Health man is not available. 

Mr. DeWinv. Well, suppose a finding that the proposed defendant 
is suffering from hysterical neurosis; would that be a basis on which 
not to try the case ¢ 

Mr. Cavupie. On the verge of insanity, or something like that? 

Mr. DeWinp. Hysterical neurosis; would that be deemed a ground / 

Mr. Caupue. Well, we had a case down in North Carolina where a 
contention was made, and several doctors made it, but we had the 
Publie Health to examine him over in Norfolk and the doctor said that 
he was fit to stand trial: and so we indicted him. And then he went 
into hysterics, they had to have him watched, and they took a rifle 
away from him; tried to kill himself. And finally it was disposed of. 
But it is just one of those things, Mr. DeWind, that you try your best 
to do the right thing, and do what you think is the thing to do. 

Mr. DeWinp. But the thing vou are trying to do is find out whether 
the man’s life would be endangered, is that right ? 

Mr. Cacpnue. That is, whether the ordeal of atrial would result in his 
death. We have had several suicides. 

Mr. DeWiNp. Suppose the doctors certified that the ordeal of trial! 
would impair his health? 

Mr. Cavpie. That wouldn't be enough. 

Mr. DeWiunp. That wouldn't be ¢ 

Mr. Cacpir. No vsir. But we hada lot of those. He has got to stand 
up to the real test, and attorneys make all kinds of complaints about 
going to impair his health and everything, but if he can’t come up to thy 
real test, he gets no relief about that, sir. 

Mr. DeWixp. Do you find a medical plea made in a very high pro 
portion of the criminal fraud cases ¢ 

Mr. © cupnr. A good many cases, a medical plea is made, sir, a good 
mony cases, but we found the truth about them, though. 

Mr. DeWinp. You feel the policy has been a satisfactory one that 
should be continued ¢ 

Mr. Cavour. Yes, sir. 1 do. Mr. DeWind, and IT do not think it ha 
been abused, and [think it has been very carefully handled, and I think 
it or elit to continue, 

Mr. DeWinp. Now, are there any other nonprosecution policies 
which apply a specific rule of that kind ¢ 

Mr. Cavour. Mr. DeWind, [don't believe Lean recall any right now, 
sir. T just can't recall one right now. And if T had time to study it 
and get the files or have a conference with my former members of thy 
sti aff, there may be some. But I tell you, it is a pretty rugged thing 
If anybody gets through that wringer over there and not get prose 
cuted, you can put it down that he didn’t deserve to be. 

Mr. DeWinxp. Mr. Caudle, are you acquainted with an attorney 
named I. T. Cohen 4 
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Mr. Caupie. Yes, sir, 1 know Mr. Cohen, and have for about 25 
years. 

Mr. DeWixv. Where does Mr. Cohen practice law ¢ 

Mr. Caupie. He lives in Atlanta. 

Mr. DeWtnxp. Does he practice also in Washington 4 

Mr. Caupie. He used to have an office here, Mr. DeWind, but he 
doesn't have one now, I understand. 

Mr. DeWixp. When was the Washington office given up? 

Mr. Caupie. | just don’t know, sir. 

Mr. DeWinp. Well, do vou have any idea ‘ 

Mr. Caupier. No, sir. I don’t have any idea, and I think the office 
has been abandoned a pretty good while, because Mr. Toward Camp- 
bell, who was associated with him, is now in the Criminal Division; 
and when it was abandoned, I don’t know, sir. 

Mr. DeWinxp. Sometime this vear/ 

Mr. Caupte. I don’t know, sir. It may have been, and I think so, 

Mr. DeWinv. Would it be about the middle of this vear? 

Mr. Caupie. It may have been. 

Mr. DeWinp. Now, you say that Mr. Cohen, prior to some time this 
year, had a Washington law office / 

Mr. Caupte. Yes, sir: he had an office here that he was associated 
with Mr. Campbell in. 

Mr. DeWinvp. When did he open that office, do you know ? 

Mr. Caupie. T don’t know, sir, Mr. DeWind, and T think about 
2 or 5 vears ago, and Tam not sure. IT just don’t know for sure. 

Mr. DeWinxv. Do you know Mr. Cohen fairly well 4 

Mr. Caupie. I have known him a pretty long while. 

Mr. DeWrxp. Mr. Cohen was one of the people you invited on both 
of those plane trips / 

Mr. Caupie. Yes, sir; he was on one of them, yes sir. 

Mr. DeWixp. Would you say you have been an intimate friend 
of Mr. Cohen ¢ 

Mr. Caupte. Yes,sir: Thave. His family and my family have been 
friends for a long time, and he used to live in Charlotte long ago, 
and he is a regional counsel for the American Society of Composers, 
Authors and Publishers, and he is up and down here right often. 

Mr. DeWinp. You think about 2 years ago or 5 vears ago, Mr. Cohen 
opened a law office in Washington / 

Mr. Caupie. Yes, sir: sometime about that time, to the best I can 
recollect. 

Mr. DeWinv. I think the fact is it was opened in the latter part 
of 1947. 

Mr. Caupier. It may have been. 

Mr. DeWinp. Who were Mr. Cohen's partners / 

Mr. Caupet. Mr. Howard Campbell, who used to be in the Tax 
Division, and Mr. Jacob Landau of New York. 

Mr. DeWrxp. Mr. Howard Campbell, you say, who used to be in 
the Tax Division ? 

Mr. Cavupie. Yes, sir. 

Mr. DeWixp. When did he leave the Tax Division ? 

Mr. Cavupir. He left the Tax Division whenever he went into that 
arrangement with Mr. Landau and Mr. Cohen. T do not know when 
it was, 
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Mr. DeWrnpv. Possibly in the latter part of 1947? 

Mr. Caupie. It may have been. 

Mr. DeWinp. Was it after you became 

Mr. Caupte. After I became in charge of the Tax Division. 

Mr. DeWinp. In September of 1947? 

Mr. Cacpie. That is right, sir. 

Mr. DeWtnp. Was it almost immediately after? 

Mr. Cavupie. I just really don’t know the exact dates. 

Mr. DeWtnp. Soon after, then? 

Mr. Cavupte. It may have been; yes, sir. I just don’t know, sir. 

Mr. DeWinp. And he joined with Mr. Cohen in a Washington 
law firm ? 

Mr. Caupte. Yes, sir. 

Mr. DeWinp. And Mr. Landau, of New York? 

Mr. Caupie. 1 don’t know what kind of a firm they had or their 
arrangements, but 1 know that they had a relation together down here, 
sir. 

Mr. DeWrxv. Well, do you happen to know if that law firm was 
organized solely to handle criminal tax-fraud cases? 

Mr. Cavupie. No, sir; not that I know of. I understand it was just 
sort of a general practice, and they had some tax cases over with us, 
but they had other matters, too, as far as I know. And I never did 
talk either to Mr. Cohen or Mr. Landau, or Mr. Howard Campbell, 
about their business over there, and [ just didn’t know. 

Mr. DeWiNnp. Do you know whether, prior to your becoming head 
of the Tax Division, Mr. Cohen had had any extensive tax-fraud 
cases ¢ 

Mr. Cavpir. I don’t know, and I think he had some tax cases, but 
to what extent, I just don’t know, Mr. DeWind, and I don't really 
know. 

Mr. DeWrnp. Well, after you became head of the Tax Division, 
did Mr. Cohen have a very active tax-fraud practice ¢ 

Mr. Cauote. Mr. Cohen had some cases over in the Tax Division, 
all right, sir, and how extensive it was, I just don’t know, because there 
were few cases Mr. Cohen ever talked to me about, for me to know. 

Mr. DeWiunp. Is it your impression that he had a good many cases # 

Mr. Cavpte. Iam unable to tell you, because I really don’t know. 

Mr. DeWixp. Wouldn't you know who are the active practitioners 
in the Criminal Section ¢ 

Mr. Cavpte. Well, sir, IT ought to know of those who are active 
practitioners, but how many cases a fellow had, Mr. DeWind, | 
couldn't tell you. 

Mr. DeWixv. Would you list him among the most active of the 
practitioners ¢ 

Mr. Caupte. I don’t know whether he would be the most active prac- 
titioner, or not ; he would certainly be one of them, I would say. 

Mr. DeWtnp. Well, over a period, you say he would be one of the 
most active? 

Mr. Cacpre. Well, I tell you, I thought that he and Mr. Campbell, 
together—Mr. Campbell, of course, no doubt got a lot of business of 
his own, because he was a former member of the Tax Division and a 
very able trial lawyer, too, 

Mr. DeWrxp. Perhaps I ought to put it this way: Was the firm 
of Campbell, Cohen & Landau a very active firm in the criminal tax 
field ? 
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Mr. Caupte. I do not know how active they were, and I only know 
this: that Mr. Howard Campbell only talked to me one time about a 
tax case, and I don’t believe that Mr. Cohen ever talked to me about 
but three or four tax cases while I was over there, but no doubt they 
had conferences with other men in the Division. 

Mr. DeWinp. Well, if a single practictioner or a firm had, over 
the course of a couple of years, 50 tax cases in the Criminal Section, 
would that make it a very active practice ¢ 

Mr. Caupte. Yes, sir; that would be a pretty active practice, if they 
had that many. 

Mr. DeWtinp. That would be about as active as any firm ever is? 
Mr. Caupte. It would be pretty active, and I don’t know whether 
they had that many; and if you say they had, that is pretty active, 

over a period of : years, 

Mr. DeWunp. I think that is a fact, ov er a period of 2 or 214 years. 

Mr. Caupte. Maybe so; I don’t know, sir. I had no idea they had 
that many cases, though. 

Mr. DeWinpb. You say you had no idea they were so active ? 

Mr. Cavupte. I had no idea they had that many cases. 

Mr. DeWrinxv. Now, do you know Mr. Landau / 

Mr. Caupie. Yes, sir: I know Mr. Landan. 

Mr. DeWinxp. When did you meet Mr. Landan / 

Mr. Caupter. I met him, [ think, around 1945, when I was United 
States attorney down in Charlotte. 

Mr. DeWixp. How did Mr. Landau—he is a New York lawyer? 

Mr. Caupie. Yes, sir. 

Mr. DeW inp. How did you come to meet him ¢ 

Mr. Caupte. I think Mr. W. M. Nicholson, my law partner intro- 
duced him to me, and I just don’t remember—not my law partner, 
but my former assistant when I was-district attorney. 

Mr. DeWixp. And a former law partner, too ¢ 

Mr. Caupte. Yes, sir: that is right. 

Mr. DeWinxp. Do you remember the occasion for meeting Mr, 
Landau / 

Mr. Cavupte. IT just remember one time, Mr. DeWind, that Mr. 
Landau dropped by the office there, just to meet me, as a lot of law- 
yers did in the district from all over the country, they go to meet 
the district attorney, and he was one of them. And I talked to him 
for a few minutes, and I think that was about all there was to it. 

Mr. DeWinv. After that, did you get to know Mr. Landau better? 

Mr. Caupir. Yes, sir: I would see Mr. Landau every once in a 
while, and he would come down to Washington, and sometimes | would 
see him in New York, and I knew his family. 

Mr. DeWinp. You saw him socially ¢ 

Mr. Cavupie. Yes, sir. 

Mr. DeWinp. Did vou see him on official matters? 

Mr. Caupie. Mr. DeWind, Mr. Jacob Landau never did talk to 
me about a tax case while I was in the Tax Division, to my recollec- 
tion, and he never did. I can never recall an incident that he talked 
to me about a tax case. 

Mr. DeWinp. Well, did you ever have any business dealings with 
Mr. Landau? 

Mr. Caupte. I think so: you mean any business dealings or any 
personal business dealings ? 
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Mr. DeWinpv. Business dealings. 

Mr. Cavupte. I don’t know of any but one instance that I can recall, 
and that was back here in December, I think, of this past year, 
December of 1950, I think, and I am not sure, somewhere along in 
there. December or October. 

Mr. DeWinpn. What transaction was that? 

Mr. Caupie. Well, that was hardly a business transaction. I re- 
member that [ received a long-distance call from Mr. Robert Fletcher 
in Dallas, Tex., and he was an oil operator out there, and he was about 
to drill into a tract of land, a small tract, that was surrounded by 
wells. And he said it was almost a certainty that it would come in, 
and wanted to know if I would buy it. And he said he wanted $5,000 
for it. 

I told him I was not able to do so, but that Mr. Jacob Landau had 
told me that if 1 knew of any oil investments, to let him know, and 
that he would be interested in them. So I told Mr. Fletcher that 
I would call up Mr. Landau and tell him about it, which I did. And 
it was during the time when they had a tremendous storm in New 
York. and when, you remember from Life magazine, they had the 
LaGuardia Airport under water and T called him up and told him 
about it. And Mr. Fletcher called him. They got together, and Mr. 
Landau bought the interest in the well. And the well later came 
in with 500 barrels a day, I understand. 

That is my best recollection. 

Mr. DeWrxp. Mr. Landau, following your conversation with him, 
bought an interest in this oil lease, is that right? 

Mr. Cavupie. That is right, yes, sir. 

Mr. DeWinp. Was that the end of the transaction, and did you 


have any financial benefit in it? 

Mr. CAUDLE. Yes. sir, I did. Mr. Fletcher sent me a commission, 
and I think it was around January 11, 1951. 

Mr. DeWixp. How much was that commission ? 

Mr. Caup.e. That was S1.000, which I reported in my income tax 


return. 

Mr. DeWinp. That was a commission on the sale of the interest 
to Mr. Landau / 

Mr. Cavupie. That is correct, and I would love to give you some 
reasons about it, that that was not the first time I knew Mr. Fletcher, 
if I can. 

Mr. DeWinp. Well, you had had previous oil dealings with Mr. 
Fletcher, is that right ? 

Mr. Caupir. Yes, sir. I borrowed some money and bought one 
interest, and I don’t want to leave the impression that was one thing 
there. 

Mr. DeWrnp. You had other dealings? 

Mr. Caupir. Yes, with Mr. Fletcher; borrowed some money, and 
borrowed one interest for Mrs. Caudle; and then when the wells 
came in, and we thought they were a good investment, went to the 
bank with another friend, and we borrowed $13,000 to buy two more 
interests, the same size as the first one I had, in the same small tract 
of land. 

Mr. DeWinp. I see. Well, coming back to the Landau transae- 
tion, you got a $1,000 commission on that sale. Do you know what 
other people paid for similar interests? 
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Mr. Caupie. No, sir, I do not, Mr. DeWind. I know one thing, 
that Mr. Fletcher had guaranteed to us when we bought it that it 
would pay around $175 to $200 a month, and at the time that Mr. 
Landau bought his, it had come from $195 down to $97 and kept going 
down. The last check I think we got was $22. The bottom just 
dropped out of the whole thing. 

Mr. DeWinv. At the time that Mr. Landau purchased his interest, 
do you know what other people were paying for similar interests in 
that same venture ¢ 

Mr. Caupir. No, sir, T sure do not. But IT do know this, that Mr. 
Landau sure didn't know that [ received a commission. 

Mr. DeWixp. How do you know that ¢ 

Mr. Caupie. Well, LT know he didn’t know. T know that Mr. 
Fletcher didn’t tell him, and I know that I didn’t tell him. Mr. 
Fletcher wanted to do it. LT had borrowed so much from him. We 
had borrowed some $14,000 from him, and it had dropped down to 
where it is now practically worthless, 

Mr. DeWixp. Did Mr. Cohen buy any oil interest ? 

Mr. Cavupie. I think he did. 

Mr. DeWinpv. Did vou have anything to do with that ¢ 

Mr. Caupte. No more, probably, than my enthusiasm. He knew 
Thad this thing. He bought a part of this same tract. T understand. 
He also bought some other oil interests, which T didn’t know about, 
from Mr. Fletcher. 

Mr. Kean. You say that was a $5,000 investment by Mr. Landau? 

Mr. Cavpie. Yes, sir. 

Mr. Kean. And the commission was $1,000, a 20-percent com- 
mission ¢ 

Mr. Caupir. Yes. sir. The well came in and brought ina 500-barrel 
well, 

Mr. Kean. Yes: but they did not know that at the time it was 
bought. ‘Pwenty-perceent commission seems a most unusual com- 
mission. 

Mr. Cavupir. Well, it may be so, Mr. Kean, but that is what the 
gentleman sent me, 

Mr. Kean. I do not know anything about the oil business but it 
seems most unusual, 

Mr. Cavpir. Yes. sir. And IT accepted it. I think it was all right. 

Mr. Kean. [believe it was, rather all right, 

Mr. DeWinp. Did you receive any commission on the Cohen pur- 
chase ¢ 

Mr. Cavpre. I don’t remember that I did. Mr. DeWind. I just 
don’t know. 

Mr. DeWinp. Was there any discussion of commission ? 

Mr. Cavoir. None that T know of, sir. T remember calling up Mr. 
Fletcher some time ago, it must have been about 5 or 4 weeks ago, 
and asking him what commission [ had received from him, and he 
said he thought that I had received only two. 

Mr. DeWinpv. What were those two? 

Mr. Cavoir. The other one was a commission, about $735, that 
Mr. Landau also bought and that Mr. Harry Payne bought a part of. 

Mr. DeWrnb. You got a commission on another Landau purchase, 
then? 

Mr. Caupte. That is right, sir. 
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Mr. DeWinp. You do not think you got a commission on anythin; 
that Mr. Cohen purchased ¢ 

Mr. Cavupie. Not that I can remember. I was trying to find out 

Mr. DeWinv. Do you remember ever disc ‘ussing with Mr. Fletche 
the payment of : commission to you-on the Cohen- 

Mr. Cavupte. I don’t remember that I did, sir. 

Mr. o. Winp. Are you sure that you didn’t? 

Mr. Cavupier. I am not sure, but I don’t remember that I did, Mr 
DeW ad I just don’t remember that I did. I know that when w 
lost so much money in the thing, Mr. Fletcher said he needed som 
property back to help overcome the loss. 

Mr. DeWinpv. Would it have disturbed you at all if you had bee: 
told that Mr, Landau paid a thousand dollars more for his interes’ 
than other persons ? 

Mr. Cavupie. No, sir: it didn’t disturb me. Because T will tell you 
A 500-barrel-a-day well came in, and then I understand later that be 
cause of the relations that Mr. Landau had with Mr. Fletcher he ha: 
bought several thousand dollars of oil investments with him. Hoy 
much I don’t know. But Mr. Fletcher didn’t pay me any commis 
sion for those. and I never did talk to him about it. I just heard 
that he did. He got a pretty good client; several thousand dollars i) 
addition to this one here, as I understand it. 

Mr. DeWinv. Now, did you ever have any other dealings with M: 
Landau? 

Mr. Cavprie. No, sir: IT haven’t had any other dealings with Mr 
Landau. I just knew him socially, if Iean remember. He never ha 
talked with me about a tax case. I know his wife, Florence, well, a1 
his children. I have been to his home. He lives out in New Rochelle 

jut I don't think Mr. Landau has ever discussed any other busin: 
matter with me, sir, that I can recollect. 

Mr. DeWinp. Has Mr. Landau ever made you any gifts or ex 
tended to you any substantial favors ? 

Mr. Cavorie. No, sir: I don't think that Mr. Landau has ever giver 
me any gift or extended any kind of favor; just has been a friend 
social friend, more than anything else. 

Mr. DeWtnp. Has he ever enabled you to obtain any property « 
any kind at less than the full price? 

Mr. Cavpoie. No. sir, he did not me, but he did Mrs. Caudle. 

Mr. DeWinp. What was that? 

Mr. Caupie. She bought a mink coat, as you have seen in | 
papers every day almost. 

Mr. DeWinp. Now, can you tell the committee the facts surrown 
ing that transaction ? 

Mr. Cavupzte. Mr. DeWind, I will tell you. That was Mrs. Caud|: 
own matter. She negotiated for it herself. I had not anything to : 
with it. And she has made a statement to the committee, and I wou! 
rather not comment about the thing. 

Mr. DeWrnp. Well, at the time that Mrs. Caudle got the fur cou! 
did you know that she was getting it? 

Mr. Cavupie. Yes, sir: she talked to me about it: she wanted o!: 
She didn’t hardly have a coat worth anything. She said she had sony 
money she wanted to go to New York and buy one with. She wer 
up there, and she shopped around with Mrs. Landau. 

Mr. DeWinp. With Mrs. Landan ? 
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Mr. Caupte. I think so, yes, sir. I told her to get a coat would be 
a pretty extravagant thing. I hoped that the sweet thing wouldn’t 
do it, but there was not much I could do about it. 

Mr. DeWinp. Did you tell her that you thought Mr. Landau might 
be able to put her in touch with someone who could get a discount ¢ 

Mr. Caupte. I probably did. She knew it already herself. 

Mr. DeWixp. But you recall that you did tell her that Mr. Landau 
might be helpful ¢ 

Mr. Cavoie. Perhaps I did, Mr. DeWind. 

Mr. DeWinp. Well, how did you happen to know that ¢ 

Mr. Caupie. Well, I will tell you. It must have been about a year 
before then that Mr. Landau and Mr. Harry Payne wanted to get a 
coat for his wife. 

Mr. DeWinp. Who is Mr. Harry Payne ¢ 

Mr. Caupie. Mr. Harry Payne is an old friend of mine, an old Re- 
publican friend of mine, and we have flown around a lot together, and 
Mr. Payne said he wanted to get his wife one for Christmas, and I 
know that we had talked to Mr. Landau and I think I gave hima ring, 
or Mrs. Caudle did. and he did assist her in getting the coat. 

Mr. DeWinp. Well, how did you know that Mr. Landau could be 
helpful in that instance ¢ 

Mr. Caupie. It just came up one time by a chance conversation. I 
didn’t know. He said he knew a friend of his down there in the Man- 
ufacturers Trust who was close to the fur industry, or something like 
that, and that is how it all came about. Mr. Payne got the coat. 

Mr. DeWinp. Well, how did Mrs. Caudle get her coat / 

Mr. Cvupie. She went up there, and she negotiated for herself, Mr. 
De Wind. 

Mr. DeWixp. How much was paid for the coat 

Mr. Caupie. Mr. DeWind, I declare, there seems to be some contro- 
versy about that. She thought the coat cost 82400. She has done 
been before the committee, and it’s her business, and I had nothing in 
the world to do with it. 

Mr. DeWinv. If you knew anything about it, wouldn't you rather 
comunent on it 4 

Mr. Caupie. I would rather not comment. She has been before 
the committee. 

Mr. DeWinp. But it’s vour knowledge about the transaction that 
the committee is interested in at this time. 

Mr. Caup ie. Well, Mr. DeWind, the lady said she went up there and 
she got a coat, and she thought she paid 82,400. She knew she paid 
$1,500; and Mr. Landau, she told me, called her some time ago and said 
she owed S900 more on the coat, and she says she can’t find a record 
where she has paid the gentleman. And it must be so,she told me. So 
that is about all I know, sir, just like she gave it to the press. 

Mr. DeWinp. When did you first learn that not all of the price had 
heen paid ¢ 

Mr. Caupte. Sir? 

Mr. DeWinp. When did you first learn that the 8900 had not been 
paid ? 

Mr. Caupte. It was some time ago, when Mr. Landau called her. 

Mr. DeWrinpb. That was the first you knew of it / 

Mr. Caupe. Yes, sir, the first I knew of it. I know she has been 
awfully embarrassed about the thing, and she will never wear it again, 
And I wish she never had gotten it. 
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Mr. DeWixp. Well, the price of $2,400: What was that price‘ 
Was that the manufacturer's cost, or manufacturer’s sale price? 

Mr. Caupie. Yes, sir, that was the manufacturer's cost. That was 
not the retail price. It was not the wholesale price, I don’t think. I 
mean, [am just gessing from what the lady told me. 

Mr. DeWinp. Well, do you have any idea what the retail price would 
have bee on? 

Mr. Cavupie. No, sir, I don’t. sir. I have no idea at all. 

Mr. DeWinp. Has the coat ever been appraised or insured / 

Mr. Caupir. Yes, sir; they had the coat insured. 

Mr. DeWinp. You say “they” did 4 

Mr. Cavpnie. She did. She had it insured. 

Mr. DeWinp. For how much? Do you know what the appraisal 
Wits / 

Mr. Cavupur. T think either $3.500 or S84,00Q. The mink mark: 
has now dropped. I don’t reckon it’s worth—I don’t knew what it’: 
worth now. It has just dropped down just like the oil business. It 
has dropped, too. Everything has dropped out for me, it seems to me 

Mr. DeWinp. Was Mr. Landau ever instrumental in purchasing 
any other fur coats for members of your family / 

Mr. Caupie. I can only tell you what Mrs. Caudle told me, and I 
would rather not. 

But if you want me to tell it, of course, I will. 

Mr. DeWinp. Well, only what you know. 

Mr. Cavupie. Well. sir, I remember back in 1948, if L remember 
mv little girl, Rose, did not have a coat, and her mother wanted he 
to have a Christmas present. 

Mr. DeWinp. Back when. Mr. Caudle? 

Mr. Caupie. I think it was 1948. Tam not sure. 

And T remember that Mrs. Caudle called up Mr. Landau, LT believe, 
or called up Florence Landau to ask if she could get the child a litth 
mouton coat—that is a little sheepskin coat—for Christmas: and s 
thought that they could, And l think thev vot one, Whether Mi 
Landau got it or Mrs. Landau got it. or whoever got it. Mr. Hem 
Rem brought the coat down to our home on a Christmas. Ile spent 
the Christmas with us. He Was not married then. And Mrs. Cand 
Was anxious to know who advanced the money and paid for it. 
che told me later she found out. and she paid the S125 for it. 
found out we could have gotten a mouton coat down here in Was 
ington Sh cheaper. 

Mr. DeWinxp. You think that coat was paid for / 

Mr. (‘AUDLE. Yes, sir, I sure clo. She said it Was, She told me tt 
was. And we didn’t want nobody to give us a coat. She wanted t 
pay for it, and she said she did. And T didn’t have anything te «i 
with that transaction neither. 

Mr. DeWrnp. Well, Mr. Landan did have something to do wit 
it. you think ¢ 

Mr. Cavonr. I think Mrs. Caudle talked to Mr. Landan, M 
Dewind. 

Mr. DeWinpv. You feel quite sure that coat was paid for as faras you 
know ? 

Mr. Cavpne. Yes, sir, as far as T know, and as far as she know: 
She is pretty positive about it. We don’t want anybody to give us 
eoat, 
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Mr. DeWrnp. Well, was there any other fur coat that Mr. Landau 
participated in getting? 

Mr. Cavpie. You mean getting for her? 

Mr. DeWrnp. For anybody. 

Mr. Cauprr. For her friends? 

Mr. DeWinp. Well. all right. For her friends, you say. 

Mr. Caupie. Yes, sir: for her friends. 

Mr. DeWinp. Mr. Land: an got coats? 

Mr. Cauptr. Yes. sir. She called him up, or called up Mr. Marr, 
one. And he helped these ladies get a coat: he got them a coat each. 

Mr. DeWixp. Which people were those? Well, let me ask you this. 
Was any Government official involved ? 

Mr. Caupne. No, sir. 

Mr. DeWinxp. No. But T mean, was the coat purchased for any 
Government ofticial ? 

Mr. Caupie. Yes, sir: it was purchased by—I don’t want to men- 
tion his name, becanse—Lord have merey—he paid for it. But it 
was nobody in the Department of Justice. It was a United States 
Senator. 

Mr. DeWinp. I beg your pardon? 

Mr. Cavpir. The wife of a United States Senator. 

Mr. DeWinp. And what about the Department of Justice / 

Mr. Cavprr. I said nobody in the Department of Justice. You 
asked me about an official, and T wondered who you meant. 

Mr. DeWinxp. Oh, nobody in the Department of Justice. 

Mr. Cacpir. No, sir. 

Mr. DeWtnp. Are you positive about that ? 

Mr. Cavour. Tam just as positive as that Tam sitting here, because 
there were only two other instances. That is all I know about, si 

Mr. DeWixp. Well, now, you mentioned two coats, 

Mr. Caupir. There were two mink coats. 

Mr. DeWinp. All right. Now, who were the two mink coats pur- 
chased for? Did you have anything to do with this transaction 4 

Mr. Caupir. I didn’t have a thing in the world to do with it. 

Mr. De Wunp. You learned of if ; 

Mr. Caupie. Yes. | learned of it. 

Mr. DeWixp. How did you learn of it 4 

Mr. Cauprir. | understood that two wives, two friends of hers, 
bought the coats. I think she called up there and talked to Mr. 
Landau or talked to Mr. Marr. one, and he got one for his wife for a 
Christmas present, and the other gentleman, who was a former Gov- 
ernment official, got one for his wife. too. He livesin New York. And 
I don’t want to mention their names here, unless vou just make me 
do it. 

Mr. DeWinxp. Mr. Chairman, the witness said he doesn’t want to 
give the names. I will leave that up to the committee. 

(Brief consultation. ) 

Chairman Kine. Mr. Caudle, inasmuch as you have mentioned 
what you have in prevadleo ens with your knowledge of other coats 
being obtained, I feel it would be no more than mght to verify the 
matter rather than have it be guessed who may have entered into 
these transactions. I think you perhaps should relate to the commit- 
tee what knowledge you have of the identities of those. 
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Mr. Caupte. All right, sir. Mrs. Caudle assisted Mrs. Kenneth 
Royall in getting a coat, and also assisted Mrs. McClellan, the wife 
of Senator McClellan, in getting a coat. 

Mr. DeWinp. These coats were paid for? They were merely at 
reduced prices? 

Mr. Caupie. Yes, sir; they were paid for. What was paid for 
them, I don’t know, but they were reduced prices. 

Mr. DeWinp. Now, was there anybody else in the Department of 
Justice that got a fur coat in this matter, that you know of? 

Mr. Caupte. Only from hearsay. 

Mr. DeWinp. Well, if you don’t know about it, if you are not sure 
it isa fact, then don’t say so. 

Mr. Caupie. I know that a friend of mine got a coat. And how it 
came to him or how he got it, Mr. De Wind, I do not know for a fact. 

Mr. DeWinv. You have no knowledge about that? 

Mr. Caupte. I do not know any knowledge about his arrangements 
about getting a coat for his wife. I don’t know, sir. I know that 
Mrs. Caudle negotiated the whole thing for her child, and I did not 
have anything to do with it. She said she paid for it. 

Mr. Kean. May I interrupt there? 

Did he get the coat from the same source that you got it from ¢ 

Mr. Caupte. Who is that, sir? 

Mr. Kean. The gentleman that you are talking about who was in 
the Department, who you said got a coat. 

Mr. Cavupie. I don't know where the coat came from. It was a 
pretty cheap coat, Mr. Kean, 

Mr. Kean. You do not know where it came from ¢ 

Mr. Caupte. No. It was a pretty cheap coat, a muskrat or dyed 


squirrel or something. i don't know what it was. I don’t remember. 

Mr. DeWinp. Well, is it your information at the present time, Mr. 
Caudle, that on the fur coat purchased for Mrs. Caudle, $1,500 was 
paid by her and $900 was paid by Mr. Landau? Was that the 


situation ¢ 

Mr. Caupte. That is the way I understand it new, sir, from what 
she tells me. I didn’t have anything to do with the dealings or 
negotiations, not anything. She says she now owes 3900 on the thing, 
and that locks out the mink coat in my house. It sure does. She 
doesn't want the coat anyway. 

Mr. DeWinp. You think the other coat, the coat you referred to 
as a lamb coat, was certainly paid for? 

Mr. Caupie. Yes, sir; from what Mrs. Caudle told me, Mr. DeWind, 
she is pretty positive about that thing. 

Mr. DeWtixp. How was it paid for? 

Mr. Cavpie. She told me she paid for it by check. 

Mr. DeWinp. Is the canceled check available / 

Mr. Caupie. No, sir; she hasn’t got canceled checks that far back, 
none of them. 

Mr. DeW Np. Is there any other way that payment can be es- 
tablished ¢ 

Mr. Caupie. Well, sir, she has got a bank stub. IT mean she showed 
that to me if I remember correctly. 

Mr. DeWrnpb. What does the stub show ? 

Mr. Cavpie. I will just give you my best recollection. The stub 
shows that around February 4, there was a $125 coat for Rose. That 
is my little daughter Rose. 





INTERNAL REVENUE INVESTIGATION 1055 


Mr. DeWinp. Well, does that show the name of the person? 

Mr. Cavupe. No, sir; it isa small stub. There is not much room to 
write the name on, and it don’t even say. But she is pretty positive 
- aid for that coat. 

r. DeWrnp. Well, now, have you received any other gifts or any 
FF wid gifts from either Mr. Cohen or Mr. Landau 4 

Mr. Cavupie. I haven't received any from Mr. Landau. Mr. Cohen 

and our family have been exchanging C hristmas gifts for a long time. 
In fact, I think in 1948—it was after the election, and if I remember 
Mr. Cohen and Mrs. Cohen wanted to give us a little television set. 
And if I remember, Mr. DeWind, I didn’t want to accept a gift coming 
from Mr. Cohen personally or coming from the family, But later on, 
as I understand it, several people gave it to us, because of our activity 
in the campaign. We madea wood many speeches, Mrs. Caudle and I 
did. I tried to reciprocate the best I could that Christmas and give 
him a present, too. T couldn't give him one that big. 

Mr. DeWinp. I didn't quite, understand. This was a gift of Mr. 
Cohen to you, of a television set ? 

Mr. Caupie. No, sir: a gift from the family. 

Mr. DeWiap, From his family to your family ? 

Mr. Cavupie. Yes, sir. 

Mr. DeWinp. Do you have any idea what the value of the set was? 

Mr. Caupie. [haven't any idea. It is probably worth $50 today, or 
$45. It won’t work. 

Mr. DeWtnxp. What kind of a television set was it? 

Mr. Caupte. I forget what kind it is. 

Mr. DeWinp. Was it a large console television set # 

Mr. Cavupte. It was one on top of a table. It looked right nice. It 
was a 10-inch. 

Mr. DeWrnp. This was from Mr. I. T. Cohen? 

Mr. Caupie. And his family, yes, sir. I have been knowing his 
family for a long time. I helped get his little daughter, Barbara, in 
Smith College up at Northampton, Mass., I know his little son, Jay, 
who is going to a military school. And we have been pretty close 
friends for a long time. 

Chairman Kine. Is Mr. Cohen in the room? Is Mr. I. Cohen in the 
room’ Apparently not. 

Mr. Gatiacuer. Mr. DeWind, indulge me a moment. Will you, 
please ? 

Mr. Chairman, would this be a good place to suspend today? Mr 
Caudle is getting awfully tired. He says his throat hurts him. 

Chairman Krxe. The committee will recess for 15 minutes. 

(Fifteen-minute recess. ) | 

Chairman Kine. Mr. Caudle, would you step aside, please? 

Mr. Caupte. Yes, sir. 

Chairman Kine. Will you step forward, please, Mr. Cohen? Will 
you be sworn / 

Do you solemnly swear that the testimony that you are about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Conen. I do. 

Chairman Kina. Be seated. 

Mr. DeWrnp. Mr. Gallagher, are you acting as counsel for Mr. 
Cohen ¢ 
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Mr. Gattacuer. Mr, Cohen asked me to sit here with him, Mr. 
DeWind. 

Mr. Couen. He can sit here. I have no counsel, Mr. DeWind. 
If Mr. Gallagher cares to sit here, it is perfectly all right with me. 

(Mr. Gallagher retired at this point.) : 

Mr. DeWinp. Mr. Cohen, you will tind that to be heard you will 
have to speak fairly close to the microphone. 

Would you give your full name, please, Mr. Cohen ¢ 


TESTIMONY OF I. T. COHEN, ATTORNEY AT LAW, ATLANTA, GA 


Mr. Conen. I. T. Cohen, C-o-h-e-n. 

Mr. DeWinpb. Where is your residence, Mr. Cohen ? 

Mr. Conen. Atlanta, Ga. 

Mr. DeWinv. What is your occupation ¢ 

Mr. Conen. Lam an attorney at law. 

Mr. DeWinpv. Where do you maintain law offices ¢ 

Mr. Conen, Atlanta, Ga., First National Bank Building. 

Mr. DeWinv. Mr. Cohen, could you pull those mikes closer to you ¢ 
Because I don't believe you can be heard. Could you speak a little 
louder ¢ 

Mr. Couren. All right, sir. I will. 

Mr. DeW inp. Did you say you maintained law oflices in Atlanta é 

Mr. Conen. I do, sir. 

Mr. DeW inv. Do you have ollices in Washington ¢ 

Mr. Courn. I do not, sir. 

Mr. DeWinv. Did you until recently have Washington oflices ¢ 

Mr. Conen. I did, sir. 

Mr. DeWinxv. Well, now, did you have a Washington firm ? 

Mr. Conen. I did. 

Mr. DeWinp. What was the name of that firm ¢ 

Mr. Conen. Campbell, Landau & Cohen. 

Mr. DeWinp. Where were their oflices ¢ 

Mr. Couen. 204 Munsey Building. 

Mr. DeWinn. When was the firm of Campbell, Landau and Cohen 
organized ¢ 

Mr. Couen. To the best of my recollection—and I attempted to 
check the records a few moments ago—I think was some time in 
November 1948. I am not positive, not certain because I don’t have 
the records with me. 

Mr. DeWinpv. Was it November of 1948 or November of 19494 

Mr. Couen. I do not recall. I was trying to think awhile ago. | 
can check the records. I think it was in 1948 or probably 1947, 
perhaps. / ; et 

Mr. DeWinp. I would think it would be in 1947, 

Mr. Conen. I don’t have the records before me. 1 don’t recall 
the cate. 

Mr. DeWinp. Well, at the time that you organized the firm, had 
Mr. Howard Campbell just resigned from the Tax Division of the 
Department of Justice ? 

Mr. Couen. He had, yes. 

Mr. DeWinp. Did you invite him to resign for the purpose of joi 
ing your firm 4 

Mr. Conen. I don’t recall that I did, sir. 
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Mr. DeWinp. Well, how did it come about ? 

Mr. Conen. I think that he either said that he wanted to resign 
and practice law—and that we then, Mr. Landau and I, discussed it, 
either together with him, or Mr. Landau and I discussed it separately. 
At any rate, the firm was organized. The details concerning the 
organization of the firm are not quite clear to me. 

Mr. DeWinp. How did you meet Mr. Campbell, in the first place? 

Mr. Conen. I met Mr. Campbell over in Brooklyn, N. Y., in the 
United States attorney’s office. 

Mr. DeWinv. Was he attached to the staff of the United States 
attorney in Brooklyn ¢ 

Mr. Conrn. No; he was not. 

Mr. DeWinp. How did you come to meet him there ? 

Mr. Conen. I met him there in a conference in a case in which Mr. 
Landau and I were representing, which we handled. 

Mr. DeWinp. Was that your only meeting with him prior to his 
joining your firm ¢ 

Mr. Conen. No, sir. Oh, that was my first meeting with him. 

Mr. DeWinp. Then did you have subsequent meetings with him? 

Mr. Conen. Subsequently. 1 think the meetings with him were 
some time in 148, and the firm was organized in 1949 about a year 
later. 

Mr. DeWinp. What was the name of the case that you were working 
on when you met Mr. Campbell ¢ 

Mr. Cones. Dordan, D-o-r-d-a-n. 

Mr. DeWinp. And you and Mr. Laudau represented Mr. Dordan? 

Mr. Conen. We represented Mr. and Mrs. Dordan. 

Mr. DeWinp. What sort of a case was that, Mr. Cohen ? 

Mr. Couren. They were the executors of an estate, and they had filed 
some estate tax returns, and there was an indictment in the eastern 
district of New York. I think the indictment was on two counts, 
one for filing a false estate tax return, and the other count was for 
evasion of estate taxes. 

Mr, DeWinp. Evasion of estate taxes? 

Mr. Conen. Yes, sir. 

Mr. DeWinp. And a charge of filing a false estate-tax return? 

Mr. Coren. Yes, sir. 

Mr. DeWinp. You and Mr. Landau represented both the Dordans 
as executors In that estate / 

Mr. Conen. Yes: we did, sir. 

Mr. DeWinp. Was Mr. Campbell the man assigned by the Tax 
Division to work on the case ? 

Mr. Conen. He was, sir. 

Mr. DeWinp. What was the outcome of the indictment ? 

Mr. Comen. The district attorney's oflice there consented to dismiss 
the case as to Mrs. Dordan, and IT think dismissed one count as to 
Mr. Dordan. And he filed a nolo contendere plea on one count of 
the indictment. That is my hest recollection. 

Mr. DeWinp. What was the sentence on the nolo contendere plea? 

Mr. Couen. [think it was a fine. 

Mr. DeWinp. Do you remember how much ? 

Mr. Coukenx. [T don't recall, but my best recollection is that it was 
87.400, T think. 


Mr. DeWinp. Who was Mr. Dordan ? 
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Mr. Conen. Mr. Dordan was a contractor who, I understood, had 
built the Woolworth Building or Singer Building in New York City. 

Mr. DeWinpv. Do you ree all the approximate amount of the evaded 
tax that was involved in the second count ? 

Mr. Conen. I don’t recall it at this time, sir. I don’t have the file 
with me. 

Mr. DeWinp. Was it a large amount ? 

Mr. Conen. T wouldn't even hazard a guess as to the amount, si 

Mr. DeWinxp. Could you say it was an amount in six figures, or 
five figures ¢ 

Mr. Conen. I don’t know about the indictment. The indictment 
figures are usually different, as vou know, than the civil figures. 

Mr. DeWrxv. What did the civil figures turn out to be? 

Mr. Conex. [think it was approximately six figures. 

Mr. DeWinpb. Over a hundred thousand dollars ¢ 

Mr. Conmen. Yes, sir. I can’t recall the exact amount, sir. 

Mr. DeWinxp. That matter was disposed of for a $7,500 fine? 

Mr. Couen. Yes, sir. I might add that the plea was an uncond: 
tional plea that we submitted to the district attorney, with no promises 
whatsoever, as is the policy of the Department of Justice; that when 
you plead to a major count of an indictment, you must file an uncon 
ditional plea with no promises. And that is what was done in that 
case, sir. 

Mr. DeWinp. All right, sir. 

What were the next occasions for your seeing Mr. Campbell? 
How did you come to know him better? 

Mr. Conen. I think T met Mr. Campbell subsequently thereto, 
when I would have occasion to have business over in the Department 
of Justice. IT would run inte him in the hall and say “hello” to him 

And then on another occasion I had to meet him, he was down in 
Atlanta, Ga., prosecuting a case, and I think that we had lunch 
together. I think that was after the Dordan case was disposed of. 

Mr. DeWixp. Could you speak just a little louder, Mr. Cohen ? 

Mr. Conen. T said I think I had lunch with him after the Dordan 
case was disposed of. 

Mr. DeWinp. Was it out of those meetings that you formed the 
idea of having him join the firm ¢ 

Mr. Conen. Well, it was due to my acquaintanceship with hir 
that we had formed the firm; yes. 

Mr. DeWinp. You had been impressed by his ability in the ha: 
dling of that case? 

Mr. Comex. At that time I thought that he was a good lawyer: 
ves. 

Mr. DeWinp. Prior to the organization of the Campbell, Cohen & 
Landau firm, had you had an extensive criminal tax fraud practice 
in tax cases / 

Mr. Couen. I wouldn't call it extensive, but I had handled crimina! 
tax fraud cases. 

Mr. DeWinv. Would you have any idea how many of them yo 
had handled ¢ 

Mr. Couren. T had handled several of them. 

Mr. DeWinp. Well, was the Campbell, Cohen & Landau firm o1 
ganized to handle entirely criminal tax fraud cases ¢ 

Mr. Conen. No, sir. That was not the purpose of it, according 
to my understanding, at the time it was pec. Tt § 
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Mr. DeWinp. Did it in fact engage in any other practice ? 

Mr. Conen. It handled other matters; yes. 

Mr. DeWinp. Well, was by far the greatest bulk of the practice of 
the firm criminal tax fraud cases? 

Mr. Conen. Well, there were some civil tax cases and tax fraud 
cases. 

Mr. DeWinp. There were civil tax cases and tax fraud cases. But 
by far the greatest bulk of the work was criminal tax fraud work? 

Mr. Conen. Yes; that is due to the fact that Mr. Campbell had 
considerable experience in the criminal tax fraud work. 

Mr. DeWrxp. Did Mr. Campbell produce most of the clients? 

Mr. Conen. He produced approximately, it is my best recollection, 
50 percent of them. 

Mr. DeWinp. And did you produce most of the rest ¢ 

Mr. Conen. | produced practically the rest : ves. 

Mr. DeWtnp. Do you have any idea how many criminal tax fraud 
cases the firm handled during the period of its existence / 

Mr. Conen. I don’t have any idea, Mr. DeWind. I think that our 
records were turned over to you, and the records would speak for them- 
selves, sir. 

Mr. DeWinp. Wouldn't it be about 50 cases that were handled ? 

Mr. Conen. L would say approximately 40 to 50 cases, 

Mr. DeWinp. That was between the organization of the firm at the 
end of 1947 and its dissolution in early 1951? 

Mr. Conen. No: | would say around August of 1951, T think. 

Mr. DeWInp. So it isa period of between 214 and 5 vears? 

Mr. Conen. Well, from whatever December 1947 is to approximately 
August of 1951. It is approximately 4 years. 

Mr. DeWrnp. It is 315 vears? 

Mr. Conen. Three and a half years. 

Mr. DeWinp. In that time, you think vou handled some 50 fraud 
cases / 

Mr. Conen. IT would say that that is approximately correct, without 
referring to the records. It might be less. 

Mr. DeWrnp. Did that constitute the bulk of the practice of the 
firm / 

Mr. Conen. That did, ves; that did. 

Mr. DeWinv. How long have you known Mr. Lamar Caudle? 

Mr. Conen. T have known him approximately 20 years. 

Mr. DeWinp. Your home was in Atlanta, was it / 

Mr. Conen. My home was originally Savannah, Ga. 

Mr. DeWinp. How did you happen to know Mr. Caudle ? 

Mr. Couen. Well, I went to the same high school with his wife. and 
I met him when I had moved to North Carolina or visited up in North 
Carolina and also lived up there. 

Mr. DeWrnp. How long have you known Mr. Turner Smith? 

Mr. Conen. I would say approximately 10 vears. 

Mr. DeWinp. Where did you meet Mr. Smith? 

Mr. Conen. Down in Georgia, professionally, when he was an attor- 
ney down there. 

Mr. DeWinp. What was the oceasion for dissolving the Campbell. 
Cohen & Landau firm ¢ 

Mr. Conen. Well, Mr. Landau wasn’t producing any business and 
he was busy with his own practice in New York City, and T was busy 
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with my own practice in Atlanta. My practice was not entirely con- 
fined, as you know from my informal statement to the committee, 
to the tax practice. I have a general practice of law. I have always 
had a general pfactice of law. My practice varies. And Mr. Camp- 
bell was handling the Washington end of the firm, and, as I said, Mr. 
Landau did not produce very much business, and LT was busy with my 
own business, and we decided to dissolve. 

Mr. DeWixp. W ell, while the firm was in existence. did the firm 
handle all of your tax cases ¢ 

Mr. Couren. L would say not all of my tax cases; no, 

Mr. DeWinp. How did you decide which tax case was a firm matter 
and which was an individual matter? 

Mr. Conen. Well, IT handled tax cases that were not in Washing 
ton. IT handled tax cases locally, in the civil field in Atlanta, beginning 
with the agent’s 50-day letter, on through the Tax Court, and it did 
not necessitate the Was shington firm handling that particular type of 
prac tice, 

Mr. DeWinp. All of the criminal tax fraud cases, they were handled 
by the firm / 

Mr. Courex. 1 would say approximately all of the cases, with the 
exception of some cases where 1 waxassociated with Georgia lawyers 
in cases where the cases would have to be tried down in Georgia, 

Mr. DeWuinp. Well, who were the Georgia lawyers that you were 
associated in cases with: criminal fraud cases, T mean. 

Mr. Conen. Well, Neil Andrews, of Atlanta, Ga.; Clark Brannon, 
of Savannah, Ga.: Roy Levinson, of Columbus, Ga. 

Mr. DeWinp. Under your firm agreement, the firm was not entitled 
to share in any of the fees from that practice ¢ 

Mr. Couen. No: the firm agreement was this: that Campbell was 
to devote his full time to the firm. He drew a preferential drawing, 
which is similar to a salary. And then the profits were divided, one- 
third to Campbell, one-third to me, and one-third to Landau, Landan 
reserved the right to continue his practice in New York City and keep 
such business as he desired. I reserved the right to keep my practice 
in Atlanta and reserve any business I saw fit to reserve. That is the 
reason for the preferentl: al drawing for Campbell. He got the most 
out of the firm, because he devoted his full time to it. 

Mr. DeWixp. Now, when you wound up the firm in 1951, did 
Howard Campbell return to the Department of Justice 4 

Mr. Cotten. So TL understand. He did: ves. 

Mr. DeWinp. Did he tell you he was going back to the Departmen: 
of Justice / 

Mr. Conen. I think he did; ves. 

Mr. DeWinp. Can you identify the date on which the firm was 
terminated and Mr. ¢ Campbe ‘Il went back to the Department ¢ 

Mr. Conen. I think it was around August the Ist, the end of August 
or the beginning of August. 

Mr. DeWrinp. Some time during August of this year? 

Mr. Comen. Yes. And I haven't received a final accounting yet a: 
to the complete liquidation of it. 

Mr. DeWinp. When did you first discuss the matter of a fur coa! 
with Mr. Caudle / 

Mr. Conen. I think that it was in December of 1948. 

Mr. DeWinv. Where were you when this discussion took place ‘ 
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Mr. Coven. I don’t recall whether or not I was over at his office, or 
whether or not 1 was having lunch with him. I just don’t recall 
where. 

Mr. DeWixp. Can you remember whether or not there were other 
people present / 

Mr. Couen. Yes. As far as I can recall, there was Turner Smith, 
Mr. Landau, Mr. Caudle, and myself. 

Mr. DeWinxp. So you and Mr. Landau and Mr. Caudle and Mr. 
Turner Smith were all having lunch together ¢ 

Mr. Conen. Yes; [think it was at lunch, or we were sitting around 
talking. 

Mr. DeWinp. And how did the subject of fur coats come up! 

Mr. Conen. I think Mr. Smith mentioned the fact that he would 
like to get a coat or buy a coat for his wife for Christmas. 

Mr. DeWinp. Was this just a casual remark, or did he think there 
might be some help—— 

Mr. Conen. No: he mentioned the fact that did either one of us, I 
think, know where lie could get it at a reasonable price or at whole- 
sale. 

Mr. DeWinp. I see. Then what was said? 

Mr. Conen. And I think that I said, “Well, Mr. Landau lives in 
New York, and the furriers are located up there. [ don’t know any 
furriers. Perhaps he can get it for you.” 

Mr. DeWinp. Well, what did Mr. Smith say to that / 

Mr. Conen. Well, he then, I think, talked with Mr.—this is my best 
recollection—with Mr. Landau, and said that he wanted a moderate- 
priced coat. 1 think they had discussed what the price would be. I 
don't recall. 

Mr. DeWrnp. Can you recall the discussion about the price / 

Mr. Couen. Well, he said something around three, | think, to five 
hundred dollars. 

Mr. DeWinv. Three to five hundred dollars? 

Mr. Couen. Yes. 1 think that is it. Now, that is 1948. I don't 
recall exact ly the details of it. 

Mr. DeWinp. Then what happened about that fur coat ? 

Mr. Conen. I think then something was said about Mr. Caudle at 
the same time getting a mouton coat, a rather inexpensive coat, for 
his daughter. 

Mr. DeWinpv. Mr. Caudle brought this up? 

Mr. Conen. [think he did. Lam not too positive about it. 

Mr. DeWinp. Well, what was said about that ¢ 

Mr. Counen. Mr. Landau said he would see what he could do about 
it and arrange to get them and let them know about it. 

Mr. DeWinp. Then your recollection is that both Mr. Smith and 
Mr. Caudle raised the question of getting fur coats with Mr. Landau 
and vourself ¢ 

Mr. Couen. Yes, I think that is it, that they wanted to buy them at 
wholesale cost or something, or obtain them some place where they 
were sure they were getting a reasonable price. 

Mr. DeWinp. Now, at the time this discussion about getting fur 
coats came up, did you have criminal tax fraud cases pending in the 
Tax Division ¢ 

Mr. Couen. At that time in 1948, I probably did, sir. 
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Mr. DeWinp. Well, the Campbell, Cohen & Landau firm had bee: 
going about a year ¢ 

Mr. Conen. Yes, sir. 

Mr. DeWrnp. And you probably had a good many cases then | 
would think. 

Mr. Conen. I don’t know without looking at the records and I don’t 
think we had too many. 

Mr. DeWinv. Now, can you tell the committee what was done about 
getting Mr. Turner Smith a fur coat ? 

Mr. Conen. As I said, the conversation ended there, and Landa) 
was to look into the matter, and I forgot all about it. 

I recall shortly after that, I saw Mr. Smith, and he said, “How muc! 
was that coat that my wife got, that I got for my wife for Christmas /’ 

And I said, “I don’t know, I didn't buy it. I don’t know what it 
was, and I will ask Mr. Landau and let you know. He will let yo: 
know.” 

And I got busy, and subsequently Mr. Smith wrote me a letter and 
sent me a check, and it was signed by him, and it said, “I am sending 
you a check to be filled in to the person or to whoever was responsib| 
for paying for the coat and let me know the amount so that I can notify 
my banker to honor the check.” 

‘So I got the letter and the check ; and subsequently T talked with M: 
Landau about it, and he said, “Forget about it. We decided to giv: 
those as Christmas presents.” And as I say, and I tell to the com 
mittee, at the time the coats were discussed, it was the intention of M: 
Smith and Mr. Caudle to pay for the coats. 

Chairman Krne. ried a little louder, if you will. 

Mr. Conen. I say, it was their intention to pay for the coats. 

Mr. DeWixp. Did you return the check to Mr. Smith? 

Mr. Couen. I did not then want to carry it around with me, at th 
time I talked to Landau, and I tore it up. 

Mr. DeWrxp. Then did you speak to Mr. Smith? 

Mr. Conen. I told Mr. Smith that I had torn the check up, and }i 
said, “Well, I wish you hadn’t done it,” or words to that effect. And I 
said, “Well, Mr. Landau said that they decided to give those as gifts. 

Mr. DeWinpv. Did Mr. Smith write you a letter when he sent th: 
check to you, or did he call you on the telephone, or how did he hand}: 
it? 

Mr. Conen. He wrote me a letter and enclosed the check in ¢! 
letter. 

Mr. DeWinp. Do you have that letter? 

Mr. Conen. I don’t have it with me, and I will attempt to locate it 
if I can find it. 

Mr. DeWrnp. If you would, please, and furnish a copy of it to th 
committee. 

Mr. Conen. I will. 

Mr. DeWrxp. How about the fur coat that Mr. Caudle discussed « 
the same time? 

a4 Conen. As I said, I never discussed it further with Mr. Caud! 
ata 

Mr. DeWinpb. Do you know whether a coat was purchased by M: 
Landau ? 

Mr. Conen. Well, I don’t know whether it was, or not. I assu 


that it was. 
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Mr. DeWinp. Why do you assume it was? 

Mr. Couen. Because, due to later discussions which we have had, 
informally, in reference to the matter. 

Mr. DeWinp. That is, that you and Mr. Caudle have had in- 
formally ? 

Mr. Conen. No, that I have had since that time. 

Mr. DeWinp. With members of the staff of the committee? 

Mr. Couen. Yes, sir. 

Mr. DeWrnp. I see. Haven't you also discussed the matter with 
Mr. Landau? 

Mr. Conen. Yes. 

Mr. DeWinp. And with Mr. Smith? 

Mr. Couen. Yes. 

Mr. DeWrnp. But you have not discussed it with Mr. Caudle? 

Mr. Couen. I don’t know. I don’t recall discussing it with Mr. 
Caudle. 

Mr. DeWrnp. Well, from talking with Mr. Landau, did you find 
out what had happened in connection with the purchase of the coat 
that Mr. Caudle wanted for his daughter ? 

Mr. Conen. It was my impression, from Mr. Landau, that the coat 
was sent down to Mr. Caudle, and he said he doesn’t remember how 
or when. He said he just didn’t remember the details of it, but he 
does remember that he did get the mouton coat. 

Mr. DeWinp. Does he also remember getting a coat for Mr. Smith? 

Mr. Conen. Yes. 

Mr. DeWinpv. Now, from your records, can you tell what the price 
of these coats was? 

Mr. Conen. From my own records, no. 

Mr. DeWrnp. From the firm records, or any other records? 

Mr. Conen. Well, I don’t know. I did not learn until 2 weeks ago, 
or approximately 2 weeks ago, Mr. Campbell had told me that the 
coats cost approximately $563. 

Mr. DeWinp. That was the manufacturer’s price ? 

Mr. Coren. Yes, and I assume with the tax. 

Mr. DeWinp. $563; is that for two coats? 

Mr. Conen. It is my impression it was. 

Mr. DeWtinp. Now, how was the money paid, do you know? 

Mr. Conen. As IT said, I learned 2 weeks ago from Mr. Campbell 
that Mr. Landau had paid for them with his firm’s check, and he 
— Mr. Campbell to reimburse him from a Campbell-Landau 
cneck, 

Mr. DeWrnp. So Campbell, Landau & Cohen wound up paying 
for those coats? 

Mr. Conen. I didn’t know that until 2 weeks ago. I mean I knew, I 
want to correct my statement by saying that I knew that we had paid 
for them, but I didn’t know how the matter was handled. There was 
some discussion 

Mr. DeWinp. You didn’t know precisely how the payment had been 
made, but you knew the firm had paid for them ? 

Mr. Coren. That is correct, sir. 

Mr. DeWtinp. Well, now, do you know, was the expense of buying 
these coats treated as a business expense by the firm ? 

Mr. Conen. Well, now, I had been informed in an informal discus- 
sion with the staff here, and after my discussion with Mr. Campbell 
several weeks ago, that they were treated as a business expense. 
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Mr. DeWtxp, The purchase of these coats for Mr. Caudle and Mr. 
Turner Smith was treated by the firm on its books, and for tax pur- 
poses, as a business expense ? 

Mr. Conen. I just learned that several weeks ago. 

Mr. Curtis. Do you think that was an appropriate deduction as a 
business expense ? 

Mr. Conen. Well, there is a difference of opinion, Mr. Curtis. 

Mr. Currts. What is your opinion ? 

Mr. Conen. Well, [I would not have deducted it as a business ex 
pense had T had handled it personally. 

Mr. Curris. You do not think it was proper as such ? 

Mr. Conen. IT would not have done it. 

Mr. Curris. Do you think that the making of such a gift by a lay 
firm to someone in a position to determine the outcome of pendiy v 
litigation, was an appropriate thing to do? 

Mr. COHEN. Well, ] would sav that these two ventlemen here were 
personal friends of mine, and had T not known Mr. Candle for 2 
vears and had T not known Mr. Smith for 10 years, and had T not had 
a high regard for both of them, [ would say. not knowing them as | 
had known them, I would say it was not a proper thing to do. 

Mr. Curtis. But you did not purchase this gift from personal 
funds, did you? 

Mr. Conen. I did not purchase it at all, sir. 

Mr. Curtis. No, but you knew that you were participating in it? 

Mr. Cournx. I did not know it until subsequently, after it wa 
purchased, that [had participated in it. 

Mr. Curtis. You made no protest about it ? 

Mr. Conen. Well, after it was done, I did not make any protest 
about it, no. 

Mr. Curtis. Now, you say that thev are friends of yours and d 
you give them a gift in any previous vear ¢ 

Mr. Connex. The Caudle family and my family have always ex 
changed Christmas gifts, little gifts, and we have done that for vear 

Mr. Curris. But had it ever run into an item such as this? 

Mr. Courn. Well, not as high as this, no. sir. Mr. Caudle ha 
given my family gifts, and we have given his family gifts: and M 
Smith's family has given my family gifts, and we have given | 
family gifts, and we have exchanged Christmas gifts for vears. 

Mr. Curtis. Do you think this gift, and the way it was handled, a1 
all of the facts about it, even though vou were friends, was an appr 
priate and ethical thing for an attorney to do? 

Mr. Conen. IT wouldn’t have done it, and as I said at the outset, 
it was the clear intention of both Mr. Caudle and Mr. Smith to po 
for those coats, and had I know that it later would have become 
gift, I would not have participated in it at all. 

Mr. Curtis. Mr. Campbell is now back in the Department / 

Mr. Conen. He is in the Department of Justice, in the Crimina! 
Division. 

Mr. Currts. And what section is he in? 

Mr. Conen. He is in the Criminal Section. 

Mr. Curtis. And he was the man who made the decision that 
should be charged as a business expense ? 

Mr. Conen. Evidently he did, and he handled all of the record 
and the books there. 
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Mr. Curtis. That is all. 

Mr. DeWrnp. Mr. Cohen, do you have any information as to what 
instructions may have been given about charging this as a firm expense ? 

Mr. Conen. I gave no such instructions to charge it as a business 
expense. 

Mr. DeWinxp. Did Mr. Landau? 

Mr. Conen. So I learned from Mr. Campbell. 

Mr. DeWixp. Mr. Campbell said Mr. Landau instructed him to 
do it that way? 

Mr. Conen. Yes, sir. 

Mr. DeWixp. What did Mr. Landau say to Mr. Campbell ? 

Mr. Conen. Now, this is purely hearsay—— 

Mr. DeWrnp. It is what Mr. Campbell told vou ? 

Mr. Conen. Mr. Campbell told me that Mr. Landau had called him 
up and said, “Send me a check for approximately $500 for some fur 
coats which T have just purchased.” 

Mr. DeWinp. Well. did Mr. Landau tell his partner, Mr. Campbell, 
to charge that off as an expense ¢ 

Mr. Comex. Mr. Campbell said that he did. 

Mr. DeWrinp. Have vou talked to Mr. Landau about the matter / 

Mr. Couren. | have talked to Mr. Landau about the matter. 

Mr. DeWinp. What is his recollection 4 

Mr. Couex. Mr. Landau’s recollection is very hazy on the situation, 
as far as Lean gather from him. and TI think he said that he teld him 
to give him a check: that he had just bought some coats. And he 
didn’t know whether he had told him to charge it as gifts or travel and 
entertainment, and he doesn’t recall how he told him to charge it. 

Mr. DeWinp. When an item is deducted on a business tax return as 
a business expense, the theory is that this was an expenditure to con- 
tribute to the business: is that right? 

Mr. Coen. State vour question again, 

Mr. DeWixp. When vou claim a business expense deduction the 
theory on which it is allowed, for tax purposes, is that the expense con- 
tributed to the business ¢ 

Mr. Counen. That is correct. 

Mr. DeWinp. Was that the nature of this deduction / 

Mr. Comex. T would say it wasn’t. 

Mr. DeWinp. | beg your pardon ¢ 

Mr. Comen. T would say it wasn’t. 

Mr. DeWinp. It was not 4 

Mr. Conen. No. 

Mr. DeWixp. Apparently Mr. Landau or Mr. Campbell, or both, 
thought that it was. 

Mr. Conen. They probably did, or else they wouldn't have handled 
it that way. 

Mr. DeWixp. Mr. Caudle just mentioned a little while ago a tele- 
vision set that he said you gave him. 

Mr. Coven. My family gave that to the Caudle family in December 
of 1948 for Christmas. 

Mr. DeWinxp. At the same time the fur coats were purchased ¢ 

Mr. Couenx. That is why | said there was no reason for me to give 
Mr. Caudle’s family a coat: T had already given him my usual Christ- 
mas gift. 

Mr. DeWixp. Was that the usual sort of gift ? 
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Mr. Coney. I had given him—no, that was an unusual gift, because 
television had just come into—— 

Mr. DeWinxv. What did you pay for the set; do you remember? 

Mr. Conen. I think approximately two-hundred-and-some-odd dol- 
lars; and I don’t recall. My records are not here. 

Mr. DeWinpv. Was that a wholesale price? 

Mr. Conen. Yes; it was. 

Mr. DeWinp. So that might be what, a $350 set ? 

Mr. Conen. No. There is a 27-percent discount on it, on the tele- 
vision. 

Mr. DeWinp. What gifts has Mr. Caudle given you? 

Mr. Conren. Mr. Caudle gave me this watchband here: and Mr. 
Caudle sent me some silver demitasse spoons that he brought back on 
a trip with him; and he sent me a Victrola in a leather case, a travel 
ing Victrola with some records; and he has sent me some things for 
my office; and he bought me a hat. 

Mr. DeWinxv. What other gifts have vou made to Mr. Caudle? 

Mv. Conen. [ have sent Mr. Caudle gifts such as preserves from 
Florida when [ was on a trip, or fruiteake, or peeans. And the reason 
we exchanged gifts, as I said, we were social acquaintances, and I 
saw nothing sinister in social acquaintances exchanging gifts. 

I also knew that Mr. Caudle was not ina position to do me any favor: 
due to his poliey and procedure in the Justice Department, and T asked 
for no special favors, and I received none; and my files are open for 
inspection of this committee on every case that 1 have ever appeared 
before Mr. Candle on. I will gladly give the committee the names 
of the cases; and of course, I don’t want my clients’ names made public. 
I will let the committee examine my files, and let the committee exam 
ine the Justice Department's files: and [ again repeat, I received no 
special favors and asked for none. And that is the reason I felt free 
to exchange gifts with Mr. Caudle. 

And the same thing goes for Turner Smith, for whom I had a great 
admiration for his werk in the Civil Rights Section, and I worked 
closely with B’nat Brith, and LT eame to know Turner Smith and the 
excellent job he did in the Civil Rights Section, and I had a high 
regard for these two men. They were my friends, and I would not— 
my record stands as an attorney, and L refer you, Mr. DeWind, to any 
leading member of the bar in my State, or this committee. And I have 
done nothing unethical, and I have been friends of these gentlemen, 
and Lam still their friend, and T will remain their friend. 

Mr. DeWinp. Mr. Cohen, would vou say there had been a substan 
tial increase in the volume of your tax-fraud business at the time or 
after the time that Mr. Caudle became head of the Tax Division ¢ 

Mr. Conen. I don't attribute any increase of my business to Mr. 
Caudle being head of the Tax Division. I attribute my increase in 
tax business to the increased number of cases that had been recom- 
mended for prosecution by the agents throughout the country. Lf you 
will take a look at the statistics, you will see that each vear there are 
more and more cases recommended for prosecution, and naturally « 
lawver will get more business when there are more cases to be had. 

Mr. DeWinp. But you hada very sharp increase ; did you not ? 

Mr. Conen. I did not, sir. 

Mr. DeWinp. No? 
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Mr. Coun. No, sir. And I want to say this: that the lesser of my 
income comes from tax cases in Mr. Caudle’s division. And I want 
to make that statement to the committee, and I did not depend upon 
a tax-law practice for my income. 

Mr. DeWinp. Well, your firm had a great many cases before that 
Division, after the time Mr. Caudle took over ? 

Mr. Conen. My firm got those cases, Mr. DeWind, as a result of two 
things: (1) Mr. Campbell had been in the Tax Division of the Depart- 
ment of Justice for 14 years; and (2) I had traveled throughout the 
United States for a number of years, and I knew lawyers from every 
State in the Union, and we sent out announcements. And Mr. Camp- 
bell got cases from lawyers whom he had met in the Division, from 
former district attorneys who had resigned and who had gone into 
the law practice, and from former assistant district attorneys he had 
met. And I had obtained business from attorneys I had met and 
exchanged business with throughout the United States. 

Mr. DeWtnp. Have you ever discussed with any lawyers or pros- 
pective clients the fact that you were well known to Mr. C laudle 

Mr. Conen. I did not, sir. 

Mr. DeWinp. Never? 

Mr. Conen. My best recollection is I wouldn't do that, and if some- 
one asked did I know him, I would say “Yes; he is my friend.” 

Mr. DeWrnp. Did that happen ¢ 

Mr. Conen. I wouldn't bea bit surprised if it didn’t. 

Mr. DeWinp. Did it happen frequently ? 

Mr. Conen. No. 

Mr. DeWtixp. Can you remember any particular cases in which that 
question came up / 

Mr. Conen. I donot. 

Mr. DeWinp. But you think it may have come up? 

Mr. Couren. If someone said, “Do you know Lamar Caudle?” I 
would say, “Yes: I have known him for years. He is my friend.” 

Mr. DeWrnp. I was talking about either other lawyers or pros- 
pective clients. 

Mr. Conen. I don’t recall if it ever came up. 

Mr. DeWixp. Mr. Cohen, there has been some reference made here 
to an oil-lease interest that you purchased from Mr. Fletcher, follow- 
ing some discussions with Mr. Caudle. 

Mr. Conen. Yes, sir: I will be glad to tell the committee about that. 
If I can find a way to get my money back. 

Mr. DeWinpb. Can you say what you paid for that interest ? 

Mr. Conen. Well, I will explain it this way: I was over at Mr. 
Caudle’s house one evening, and he had showed me a check that he 
had received from the Pomona Oil Co. for approximately $179, and 
he said, “This is an excellent investment, and it is a thirty-second 
interest in an oil lease.’ And I said, “Well, how long does that income 
last?” And he said, “I am told approximately 20 years.” And I said, 
“What does it cost?” And he said, “Around $500.” And T said, “How 
do you go about buying one,” and I had never bought an oil lease in 
my life. And he said, “Ww ell, there is a man named ‘Bob Fletcher that 
deals in oil leases in Dallas, Tex., and I don’t know whether you can 
get one, but I will have him get in touch with you.’ 

Subsequently, Mr. Fletcher called me, and said he had an oil lease 
available; that it would be $6,500, and the royalty was $179 @ month, 
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And I asked him how long would the royalty be paid. And he said, 
“Approximately 20 years.” 

And so I said, “Well, I will get one for my wife,” and I sent in my 
check very promptly, and we got the lease back. And the next month 
the payment dropped, and the next month it dropped. 

Mr. DeWinp. Was the amount of your check $7,700 ? 

Mr. Conen. No; 1am going to get to that, Mr. DeWind, if you will 
let me finish, please, sir. That is another check. 

I complained to Mr. Fletcher, and I have the correspondence, and I 
asked him, “Why did the royalties drop?” And he said it was cold 
weather, and that they had to put a heater on the well, and it would 
get along all right. 

In the interim period he said, “I have another lease” and T took 
Mr. Fletcher’s word for it, “I have another lease, a sixteenth, with a 
working interest of a sixteenth’—and I am speaking from recollec- 
tion now, and [ will give vou my file—“and it will cost you 87.790, and 
this pays SLSO per month; and eventually, when the other sixteenth 
is worked out, you will receive another S100 a month.” So, I sent 
him my check and received the lease, and it was with a division order 
of the Sinclair Oil Co. 

I think the first month’s royalty was about SISO, and gradually it 
dropped down to $30, and [ kept complaining to Mr. Fletcher, and I 
said, “IT don’t understand this.” And he then wrote back and he said, 
“You won't lose any money; IT will make it up to you; L will send you 
another assignment,” whieh he did. 

And then the lease dropped to $7.07 on the Sinelair Oil lease, and 
the last 2 months I received no payment. 

I had a letter from him as early as 3 weeks ago, in which he still 
assures me that he will get the other assignments and that the royal- 
ties will come through on the new assignments that he had given me. 

Now, I sent him the $7,750 check, and he had sent me back a check 
for, it is my best recollection, and [ have the file. for 31.250, and he 
savs that “the chap’—I think he said “the chap.” or “the person whom 
I had to negotiate this lease for, has waived his commission,” and he 
sent me back the check simultaneously with the papers, the $1,250. 

So now | have a total investment of $13,000, and the last month’s 
check was 825 on the Pomona Oil Co.: and now, with his promise to 
give me some new assignments and division orders to make up for my 


loss—— 

Mr. DeWtnp. This 81.250 rebate that you got, did Mr. Fletcher say 
to you, “I have talked the boy out of his commission” ¢ 

Mr. Conen. I have the letter, and 1 will be glad to show you the 
fetters, and my best recollection is that he said. “IT was able to get the 
boy or the fellow to waive his commission,” and I think those were 
the words. 

Mr. DeWixp. Do you know to whom he was referring ? 

Mr. Couen. No; I donot. I assumed he was a trader, dealing and 
selling in oil leases and speculating on them. 

Mr. DeWinp. How would a commission be involved ? 

Mr. Conen. I don’t know; I don’t understand it. 

Mr. DeWrnp. That is all he said, “I talked the boy or the fellow 
out. of the commission” ? 

Mr. Conen. Yes. [ have the letter, which I will be glad to pro- 


duce. 
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Mr. DeWrnp. Did it occur to you at all that it might be the person 
who had sent you to see Mr. Fletcher about the oil lease 4 

Mr. Conen. I never had the wildest expectation that it would be; 
I couldn’t imagine it would be. 

Mr. DeWinp. Did you see any other way in which a commission 
might be involved ¢ 

Mr. Conen. By contracting other brokers or agents, and the impres- 
sion I got was that he was attempting to get this other lease for me 
which would be a far better lease than the first lease, to make up for 
my losses on the first lease, and that he had to contact some person that 
controlled this lease that wanted a commission, and that was my 
impression. 

Mr. DeWinxp. Now, Mr. Cohen, do you have any information con- 
cerning the other fur coat purchased, the mink coat that Mr. Caudle 
purchased ¢ 

Mr. Conen. | had nothing whatsoever to do with it. 

Mr. DiWrxp. Mr. Caudle has said there was a mink coat purchased 
by Mr. Landau on which Mr. Landau paid 8900, and Mrs. Caudle 
paid $1,500, 

Mr. Conen. Thad nothing whatsoever to do with that, sir. 

Mr. DeWinp. Did Mr. Landau ever discuss that with you? 

Mr. Coven. He did subsequently. 

Mr. DeWinp. When was that / 

Mr. Conren. A week or two ago, or I think he mentioned it to me 
or he told me the details of it a week or two ago, but it is my best 
recollection—lI don't know w hen he clid say that he vrota cout or some- 
thing, and Mrs. Caudle had owed him some money, and I asked him, 
“When Vou were a member of the firm?” And he said, “I didn’t pay 
for it when IT was a member of the firm.” And then when he said 
that, | wasn’t any further interested in it. 

Mr. DeWinp. That is all, Mr. Chairman, that I have. 

Chairman Kine, If there are no more questions, you may be ex- 
cused, Mr. Cohen. , 

Mr. Cohen, would you he able to remain within eall of the com- 
mittee for a day or so ¢ 

Mr. COHEN. Well, Sir, ] VV ill be elad to, if you desire. 

Chairman Kine. Thank you. 

The committee will now adjourn until 10 o’elock tomorrow morn- 
ing. 

(Whereupon, at 4:40 p. m., the hearing was recessed until 10 a. m, 
Thursday, November 29, 1951.) 
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THURSDAY, NOVEMBER 29, 1951 


House or Represenratives, 
SURCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenue Laws or tur Commirrer ON Ways anp Means, 
Washington, D.C. 

The subcommittee met at 10:25 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New Honse 
Office Building, Hon. Cecil R. King (chairman of the subcommittee ) 
presiding. 

Present: Representatives King, O’Brien, Keogh, Kean, Curtis, 
and Byrnes. 

Also present: Representatives Woodruff and Mason, members of 
the Committee on Ways and Means. 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee: Charles S. Lyon, assistant counsel; Howard D. Levine ; 
William A. Silk; and Charles W. Davis, clerk of the Committee on 
Ways and Means. 

Chairman Kine. The subcommittee will be in order. 

Mr. Caudle, will you come forward, please ? 


TESTIMONY OF THERON LAMAR CAUDLE, FORMERLY ASSISTANT 
ATTORNEY GENERAL IN CHARGE OF THE TAX DIVISION OF THE 
DEPARTMENT OF JUSTICE, ACCOMPANIED BY HIS COUNSEL, 
BERNARD J. GALLAGHER, UNION TRUST BUILDING, WASHING- 
TON, D. C.—Resumed 


Mr. Gatnacuer. Will you hear me a moment, please ¢ 

Chairman Kine. Yes, Mr. Gallagher. 

Mr. Gauiacuer. I read an editorial this morning in one of the 
local papers, which I found somewhat disturbing. It mentioned the 
ear that Mr. Caudle got through Mr. Keith Beaty, and it also men- 
tioned the Troy Whitehead tax liens, leaving the impression, inad- 
vertently perhaps, but leaving it nevertheless, that the Government 
suffered some detriment by the lifting of these tax liens. 

Now, I don’t know anything about the Troy Whitehead tax case, 
and I don’t know Whitehead, and I never heard his name mentioned 
until IT got in this case perhaps 10 days ago. I have never seen him 
and LT have never had a conversation with him, So, as I say, I know 
nothing about his case. 

I clo understand, however, as a matter of general information, that 
hefore the Government ever lifts a tax lien which they have acquired, 
they require some collateral to be substituted, either the taxpayer pays 
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his taxes, even though it is paid under protest ; he gives a bond insur 
ing its payment w hen the time comes; or he makes some arrangement 


for paying it. 
Now, it seems to me, Mr. Chairman—I know you are just as anxious 


to vet at the facts as we are—but it seems to me that the facts concern- 
ing the manner in which those tax liens were lifted by the Bureau of 
Internal Revenue ought to be ascertained and made public so that Mr. 
Caudle will not be subjected to misquotations, or improper inferences 

As T have said and as he has said, all we want ts for the facts to com: 
out, and so Task vou. Mr. Chairman, if you will please try to do that 
so that the public will know what happened in connection with the 
Troy Whitehead tax liens. 

Chairman Kine. Very well, Mr. Gallagher. 

Mr. DeWinxp. Mr. Caudle, we had some discussion here yesterday 
about _ so-called health policy in the prosecution of tax fr: aud cases 

Mr. Cyvupnr. Yes, sir. 

Mr. ~ Winp. As LT understood your statement of that policy, it 
requires a nding by a Publie Health physician that trial of the cass 
would endanger the ‘defendant’s life: is that correct ? 

Mr. Caupur. Well, sir, I will tell vou, Mr. DeWind. We cooperate 
with the Public Health Service, but there have been one or two 
instances, T believe, where, if the Department was satisfied by the 
overwhelming evidence of medical testimony, doctors appointed by the 
United States attorney or selected by the Department, that the health, 
or the ordeal of a trial may result in the person’s death, then the De- 
partment would not prosecute 5 and there have been some instances 
where it had been represented to the Department that the Public 
Health was not thorough in its examination, and-I can give you an 
instance of that if you will let me explain it. However, the man was 
indicted. Hlowever, he might not have been indicted had these facts 
been brought to us before the indictment. 

Mr. DeWinxp. Before we go into anything like that, what I want to 
get clear is that no matter whs at medical authorities are accepted by 
the De ‘partment, the finding must be that, I think you said this vester 
day. the finding must be that trial of the case would endanger the lif 
of the defendant / 

Mr. Cacpne. That is right: ves, sir. 

Mr. DeWinxp. That is what [ wanted to establish. 

Mr. Caupue. Yes. sir. That is right, sir. 

Mr. DeWinp. Now, in the Department of Justice, when you get a 
case involving a claim of medical disability under this policy, “hor \ 
is the conclusion of the Department arrived at’ You get the report 
from the doctor / 

Mr. Cavupie. Yes, sir: the attorney would raise the issue of health 
and bring in medical testimony in the way of a letter of a doctor, of 
a doctor qualified, presumably so, in the field that the taxpayer was 
suffering. 

The moment we would get that communication, we would refer it 
over to the Bureau of Internal Revenue so they would know about it 
and they could refer it tothe Public Health Service and get the react io: 
of the Publie Health. 

Mr. DeWixp. When you get the doctor’s report, that report is re 
quired to state a conclusion, is that right / 

Mr. Cavupnur. Sir? 
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Mr. DeWrnp. Is the report of the doctor required to state a conclu- 
sion ¢ 

Mr. Caupie. Yes, sir. 

Mr. DeWinxp. And that conclusion must be that it would endanger 
the life of the defendant to have him stand trial ¢ 

Mr. Caupie. Yes, sir. 

Mr. Curtis. Mr. Chairman, may I inquire at that point, how imme- 
diate must that danger be: That they would not live through the trial 
or that remotely it may shorten the man’s life 

Mr. Caupie. That the ordeal of a trial, Mr. Curtis, would result in 
his death, in their opinion. That is the way it was, and that was the 
rugged test that all of these cases were required to come under. I 
don’t know whether Tam answering the question just like you would 
like to have it answered, but as IT understand, you want to know 
whether or not the immediate danger was there. 

Mr. Curtis. Whether the danger was immediate, or whether it was 
just an allegation that it would shorten the life of the defendant yes. 

Mr. Caupie. Whether the strain and stress of a trial would result 
in his death. 

Mr. Curr. In other words, that he would not be likely to live 
through the proceeding ¢ 

Mr. Caupie. That is right, sir. 

Mr. Curtis. The trial, in the first instance, or through the period 
required for appeal—which 4 

Mr. Caupie. [ didn't quite undersiand you. 

Mr. Curtis. That the danger was that he would not live through 
the trial in the first instance / 

Mr. Caupie. Yes, sir; | believe that was the policy, and I believe it 
Is today. 

Mr. DeWixp. When the medical report is submitted to the Depart- 
ment of Justice, does it include an analysis and detailed report of the 
medical tindings ¢ . 
~ Mr. Caupie. Oftentimes; ves, sir. Sometimes it is in detail and 
sometimes they raise the issue of health, an attorney would raise the 
issue of health about his client when at the moment there had been 
no examination, and he would say he was a very sick man and a very 
sick person; and then we would tell him that, “You have to have this 
man examined by a reputable physician, and then that physician’s 
finding will have to be tested by the Public Health Service.” 

Mr. DeWixp. When the Department gets this report of the detailed 
medical findings, is there any reappraisal by the Department of 
the validity of the findings, or must the Department simply rely upon 
the doctor's conclusion ¢ 

Mr. Cavpie. Well, of course, we try, Mr. DeWind, to find out the 
truth of the man’s true condition. 

Mr. DeWINb. Suppose the report comes in saving an elect rocardio- 
gram Was made, and the results were so-and-so: and there is nobody 
in the Department that tries to appraise the findings that should come 
from an electrocardiogram 4 

Mr. Caupie. There is no one in the Department that is competent 
to appraise what a doctor would say. 

Mr. DeWinxp. There is no medical staff in the Department / 

Mr. Caupir. No, sir. 
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Mr. DeWtnv. So that the Department relies on this ultimate con- 
clusion of the dector ? 

Mr. Cavupte. Well, but what that conclusion of the doctor would be, 
would be tested sometimes by numerous doctors. 

Mr. DeWinp. It would be tested ? 

Mr. Caupie. Tested by numerous doctors, by the Public Health 
Service. 

Mr. DeWinp. You have got a Public Health Service report and the 
Public Health doctor concludes that trial of this case would endanger 
the defendant’s life, and he would not be able to live through a trial, 
and that conclusion is what the Department relies on? 

Mr. Cauptr. Yes, sir. 

Mr. DeWixpv. The Department does not attempt any appraisal of 
the medical findings, and it simply takes the conclusions? 

Mr. Cavprie. It takes the conclusions of the doctor. 

Mr. DeWinp. And you don't try to read electrocardiograms or 
blood pressure ? 

Mr. Cavorr. I don’t think we ever have. 

Mr. DeWixp. In a criminal fraud case, once the matter has been 
referred by the Department of Justice to the United States attorney 
with recommendation for prosecution, from that time on, is the con- 
duct of the case in the hands of the United States attorney entirely ? 

Mr. Cavnoie. Yes, sir. 

Mr. DeWtnp. Is it the policy of the Department not to interfere or 
seek to control the handling of the case from that time on? 

Mr. Caupte. That is right. We try not to interfere, and oftentimes 
a lot of requests are made to call the United States attorney, and we 
try to avoid these things until the attorneys consult with the district 
attorney: and we have had one or two cases over in Baltimore where 
we would request that they call up and find out whether or not they 
could have a conference over there, or something like that. But it 
was usually handled by the United States attorney when it left us, 
and we did not interfere with it or try to interfere with it. 

Mr. DeWrnp. Once the case is referred, then the United States 
attornev must decide how the case is to be handled ? 

Mr. Caupie. We try not to interfere at all with the United States 
attorney. 

Mr. DeWinp. He decides what conferences shall be held, if any? 

Mr. Cavpie. Yes, sir: he does. 

Mr. DeWinp. Suppose a medical issue is raised after the case has 
been referred to the United States attorney; then is it his responsi- 
bility to deal with the health policy ? 

Mr. Caupre. If the person is indicted, it would be up to the court. 

Mr. Dre Winp. Prior to indictment, and suppose the United States 
attorney has the case, and for the first time the defendant comes in and 
says, “I am a very sick man.” 

Mr. Cavpie. I will tell you, we had a case identically like the one 
that you are talking about, where the issue of health was raised after— 
we knew we had a fraud case, but the issue of health was raised after 
we had sent the case to the United States attorney for prosecution. 

Mr. DeWinp. Was this after indictment or before indictment ? 

Mr. Cavpte. This was before indictment. 

Mr. DeWinv. Now, in that case, does the United States attorney 
handle the matter / 
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Mr. Caupte. Then the issue of health was raised with the United 
States attorney, and I remember there were three or four very promi- 
nent doctors; and then it was brought to our attention; and then we 
referred it to the Bureau, if I remember, and the Bureau referred it 
to the Public Health doctor in the locality or in the area where the 
taxpayer lived. And, when he did that, then the Public Health man 
found for a fact, as the other doctors did, that the taxpayer, whose 
blood pressure was 255/135, if T remember, was absolutely unfit to be 
tried, and that the ordeal of atrial might result in his death. 

I could name that case to you if you want me to give it to you, 

Mr. DeWinxpv. What was the name of it? 

Mr. Caupte. The Alford case, in Nashville, Tenn. 

Mr. DeWrnp. Inthe Alford case, when the medical issue was raised, 
did the United States attorney take responsibility for handling it, 
or was it handled through the Department of Justice / 

Mr. Cavpie. Mr. DeWind, my recollection about the thing is very 
hazy, but the file is very full and complete, and it will speak for itself; 
but, if I remember, the issue of health was never raised in the Depart- 
ment of Justice. It was raised on the United States attorney's level. 

Mr. DeWinp. At that point, it is his responsibility as to what shall 
be done about the matter ¢ 

Mr. Caupie. It was his responsibility to bring it to our attention, 
because we have sent the case to him to present to a grand jury. 

Mr. DeWinp. Did he need to bring it to your attention / 

Mr. Caupte. I believe he did. 

Mr. DeWinp. Is he required to bring it to your attention ? 

Mr. Caupie. Well, that would be the normal thing he would do; 
and, if he found that the man was too ill to be tried, then he would 
have to give an explanation to the Tax Division as to why he didn’t 
want to present the case. 

Mr. DeWinp. Would not the procedure be that he would get a 
doctor satisfactory to him, locally, to make the examination, and form 
his own conclusions ? 

Mr. Cavpir. Sometimes that has happened, and sometimes he has 
been permitted to do so, when he felt like the taxpayer ought to be 
examined, 

Mr. DeWinp. Well, now, let us take the next situation that might 
arise, and suppose an indictment has been obtained, and then the 
health issue is raised ; and then whose responsibility is it 

Mr. Cavupte. The responsibility is upon the court. 

Mr. DeWrinxp. Entirely upon the court, and not upon the Depart- 
ment of Justice or the United States attorney ? 

Mr. Caupie. No, sir. 

Mr. DeWinxp. And the Department of Justice would not interfere in 
that situation, but would leave it tothe judge to decide the matter? 

Mr. Caupte. Leave it up to the United States attorney and to the 
court. 

Mr. DeWinv. That would be a motion made before the court for 
a dismissal on the grounds of the poor health of the defendant ¢ 

Mr. Cavupie. That is right, sir. 

Mr. Curtis. Might Task another question at that point ? 

Would that motion be made by the attorney for the defendant or 
by the district attorney ? 
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Mr. Caupte. That motion would have to be made and raised, Mr 
Curtis, | believe, by the attorney representing the defendant. 

Mr. Curtis. Does the United States attorney or the Department 
of Justice make any showing or concur in the motion or consent to it / 

Mr. Caupie. There have been one or two instances where the illness 
of a person has been profoundly impressed upon the Department, 
and the Department has taken it up with the United States attorney 
and the matter has been taken up with the court itself. 

Mr. Curris. Have here been any cases where the Department of 
Justice or the United States attorney has urged the granting of the 
motion ¢ 

Mr. Cavuvir. No, sir: I don't know of an instance where they have 
urged the granting of a motion, except perhaps in the Alford case 
in Tennessee; and I know of a recent instance out in Milwaukee where 
the medical testimony of the doctors was that the wife of the defend- 
ant Was progressively growing worse, and they were afraid she would 
die. Whether she had paresis of the brain or something, her mental! 
faculties had deteriorated so that reliable medical testimony said she 
was unfit even to consult with her counsel. 

Mr. Curris. That is all. 

Mr. DeWinp. Mr. Caudle, do you know a man named Larry Knoll ¢ 

Mr. Caupte. Yes, sir. 

Mr. DeWinp. When did vou first meet Mr. Knohl ¢ 

Mr. Cavupie. T don't remember exactly when I met Mr. Knohl,. 
but I think it was sometime in maybe 1949 or early 1950, and 1 just 
don't remember. 

Mr. DeWitnxp. What was the occasion for your meeting Mr. Knoht! / 

Mr. Caupue. T just don’t remember. 

Mr. DeWixv. Where did you meet Mr. Knohl? 

Mr. Caupie. 1 don’t know. whether it was in Washington here, o1 
whether it was in New York, and I just can’t remember, and [ ra 
into Mr. Knohl and T met him, and had very little to do with him. 

Mr. DeWinp. Well, can you recall, was it a social meeting / 

Mr. Cavupte. IT don’t rememoer whether it was or not, Mr. DeWind, 
when I met the gentleman. I just don’t remember. 

Mr. DeWixv. You have no recollection of who introduced you ¢ 

Mr. Caupir. No, sir; IE don’t. I can’t say ‘that T have any recollec 
tion. 

Mr. DeWinp. Have you seen Mr. Knohl frequently since your 
meeting ¢ 

Mr. Cavpie. T have seen Mr. Knohl on very rare occasions, and | 
know that he came down to our office one day with his attorney, on 
what is known as the Aaron-Friedus case, for a conference. 

Mr. DeWixp. What do you know about Mr. Knohl / 

Mr. Cavpie. Well. TL know that he is a suecessful businessman. and 
I know that he is in the machinery business; I am not sure. 

Mr. DeWinp. Where does he live: do you know ? 

Mr. Caupue. I think he lives in Long Island, his home is in Long 
Island, but his business is in New York. 

Mr. DeWinxp. Do you think his business is the machinery business / 

Mr. Caupie. I think so. 

Mr. DeWinxp. What type of machinery / 

Mr. Cavupie. I don’t know, sir. 
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Mr. DeWixv. Do you have any information and knowledge con- 
cerning any possible criminal record of Mr. Knohl ¢ 

Mr. Caupte. Mr. DeWind, I saw in the paper during the last cam- 
paign in New York that Mr. Knohl was convicted of some offense a 
good many years ago, sir. What the offense was, I don’t know, sir. 

Mr. DeWInp. Was it a conviction for embezzlement / 

Mr. Caupie. I think so: I think the papers stated that. 

Mr. DeWinp. Was that conviction one that was obtained by the De- 
partment of Justice / 

Mr. Cavupie. I do not know sir; T just don’t know, sir. 

Mr. DeWinxp. Mr. Chairman, may the record show at this point 
that Mr. Larry Knohl was convicted of embezzlement in the United 
States District Court for the Eastern District of New York in the 
year 1959, and we will place in the record extracts from the court files 
to establish the conviction. 

Chairman Kine. If there is no objection, it is so ordered. 

Mr. DeWinp. You did not know at the time you met Mr. Knoll, 
or thereafter, that he had a criminal record / 

Mr. Caupbte. I don’t believe I did, Mr. DeWind. 

Mr. DeWinp. You say you don’t believe you did / 

Mr. Caupte. 1 don’t have any recollection of it, and IT know that 
in this recent campaign in New York it was brought out by the press 
that Mr. Knohl had been convicted. 

Mr. DeWinp. Now, thinking back, do you have any recollection 
at all of how you might have met Mr. Knohl ¢ 

Mr. Caupie. No, sir: T sure don’t. 

Mr. DeWinxp. Do you think it might have been in New York / 

Mr. Caupte. I do not know, sir, and it could have been in New York 
or it conld have been here, but I declare if | remember. [T know T ran 
into him in New York once or twice. 

Mr. DeWinxp. Do you recall making the statement “The reason I 
met him was that he had two friends who were in trouble. and we 
had indicted them in New York? 

Mr. Caupie. Yes, sir: that was one reason, and that was how I 
believe T really met the man, [ think. 

Mr. DeWinp. How did you meet him out of that ¢ 

Mr. Caupie. I don’t remember, because IT did not know that Mr. 
Knohl had any interest in these men, Aaron and Friedus, until some 
time after they were indicted. T think they were indicted sometime in 
: Yebruar V of 197 0) or somewhere along there. I don’t have the record, 
but I did not know that he even knew them until after that. 

Mr. DEWiNpd. Do you remember saying this: “I knew Mr. Knohl, 
and I remember he came down to a ‘conferenc e we had here in the 
Department of Justice”? 

Mr. Cavupie. That is right. 

Mr. DeWrnp. “And T have seen him several times, and I know Mr. 
John Caffey from Greensboro, N. C.. who established an office with 
Mr. Albert Cox here and lived in the Mayflower. 

Mr. Cavupte. That is right. 

Mr. DeWinp. “And he divided his time between Greensboro and 
the Mayflower, and he and Mr. Knohl got together on business, on 
some legal transaction.’ 

Mr. Cavpir. Yes, sir. I remember making that statement: that is 


right. 
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Mr. DeWrnp. “That is how Mr. Caffey came into the Aaron and 
Friedus case in New York, and Mr. Caffey is not a tr ial attorney.” 

Mr. Caupie. Mr. Caffey I don’t believe is a trial attorney, and 
Aaron and Friedus had another attorney, Mr. Rice, and then they 
had a trial attorney, Mr. Margiotti. 

Mr. DeWrnp. Did Mr. Caffey introduce Mr. Knohl to you? 

Mr. Caupte. No, sir. 

Mr. DeW inp. You don’t think that that is how you met him? 

Mr. Caupie. No, sir. I met him somewhere before then, Mr. De- 
Wind. I didn’t even know that the gentleman even knew Mr. Aaron 
or Mr. Friedus, and it was sometime, I think, in the spring of 1950 
that it first became known to me that Mr. Knohl even knew Aaron and 
Friedus. 

Mr. DeWinp. In the spring of 1950? 

Mr. Caupte. I think so, sometime along about that, after they were 
indicted. 

Mr. DeWrtnp. Well, Mr. Aaron and Mr. Friedus were indicted in 
the southern district of New York on February 25, 1949. 

Mr. Caupte. In 1949? 

Mr. DeWinp. Yes. 

Mr. Caupte. February 25, 1949? Well, I thought it was in 1950, 
and I was not sure. And then I met Mr. Knohl, then, sometime after 
that. I know one thing: I know that I did not know that he even 
knew the men until sometime in 1950. 

Mr. DeWtinv. Mr. Chairman, at this point, may the record show 
that Mr. Jacob Friedus and Mr. Samuel Aaron were indicted for tax 
fraud on February 25, 1949, in the District Court for the Southern 
District of New York, and they were tried in that court on October 
9, 1950, and were convicted on November 11, 1950? 

Chairman Krna. If there is no objection, that may be done. 

Mr. Caupte. What were their sentences, Mr. DeWind ? 

Mr. DeWiunp. Each man obtained a different sentence, and I am 
not entirely sure. 

Mr. Caupte. Mr. Aaron was 2 years, and Mr. Friedus was 4 years. 

Mr. DeWinp. One was 2 years and one was 4 years, and I do not 
remember which. 

Mr. Caupte. And a tax indictment ? 

Mr. DeWrnpb. Yes. 

Mr. Caupte. That is right. When did you say the trial was, October 
9¢ 

Mr. DeWrnp. October 9, 1950. 

Now, do you remember Mr. Knohl coming to your office in the De- 
partme 3 of Justice in connection with the A: aron and Friedus eases ? 

Mr. Caupie. Yes, sir; he did. He came there with his attorney 
for a joes aed ‘e, and the conference was very brief, and the file 
that they had and the facts that they had were not sufficient to con- 
sider, and I do not believe the conference lasted but just a few 
minutes, 

Mr. DeWinpv. Now, this was a conference that you held in your 
office # ; 

Mr. Caupir. That was a conference held in our office, at the re- 
quest of the attorney. 

Mr. DeWrnxp. Was this prior to any definite recommendation hav- 
ing been arrived at? 
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Mr. Caupte. They were already indicted when they came to our 
office, I remember. 

Mr. DeWinb. Mr. Knohl never came to your office until after the 
indictment ¢ 

Mr. Caupte. I don’t believe so, sir. 

Mr. DeWinp. Well, that would be consistent, and you said you 
didn’t meet Mr. Knohl until either late 1949, or early 1950, 

Mr. Caupie. Yes, sir. 

Mr. DeWinvb. And the indictment had been returned in February 
of 1949. 

Mr. Caupie. Yes, sir. But they came to our office, 1 think, some- 
time in 1950, and fam not sure when it was, and I just don’t know. 

Mr. DeWinp. After the indictment had been returned and the 
case had been referred to the United States attorney, why were you 
holding conferences on the case ¢ 

Mr, Caupir. At the request of the attorney. He was proclaiming 
that these people were innocent, and that the facts were not suflicient 
to justify a trial in the matter. 

Mr. DeWinp. Was this Mr. John Catley ? 

Mr. Caupie. [think so: Lam not sure, but I think so. 

Mr. DeWinp. Mr. Cafley was a man you had known for some 
time ¢ 

Mr. Caupie. IT had known Mr. Caffey for a pretty good while. 

Mr. DeWinp. And he requested a conference on the case, even 
though the United States attorney had the case and an indictment 
had been returned ¢ 

Mr. Cavpie. That is exactly right, and that often happens, too, 
Mr. De Wind. 

Mr. DrWinp. IT gathered from what you just said, you would rarely 
grant such a conference. 

Mr. Caupie. We tried to avoid those conferences, but sometimes 
we do have them, and we have them many times after the case has 
been sent out. 

Mr. DeWinp. Why would you grant a conference to these people 
when Mr. Irving Saypol had the case in New York ¢ 

Mr. Caupie. Well, I think it was out of courtesy to Mr. Calley 
that we did so, and for no other reason. 

Mr. DeWinp. Out of courtesy to Mr. Caffey ¢ 

Mr. Caupie. Yes, sir, out of courtesy. 

Mr. DeWinp. Wasn't Mr, Cafley riding right over the head of the 
United States attorney ¢ 

Mr. Caupie. Sir’ 

Mr. DeWinp. Wasn't Mr. Catley going right over the head of the 
United States attorney / 

Mr. Cavupie. 1 remember we told Mr. Caffey that day, if I recall, 
that the matter was in the hands of the United States attorney, and 
any further conferences would have to be with the United States 
attorney, and they didn't have facts even suflicient for us to even have 
a conference with them. 

Mr. DeWrnpv. But you listened to what facts they had to present? 

Mr. Caupte. For a few minutes; yes, sir, 

Mr. DeWinp. You didn’t consider that that was just riding over 
the head of the United States attorneys ¢ 
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Mr. Caupte. No, sir. We have conferences like that many times, 
and a lot of times with Senators and C ongressmen and other people, 
with cases already gone out to the United States attor ney. 

Mr. DeWinv. Well, at that conference, was Mr. Knoh] introduced 
to you as an investigator in connection with the Aaron and Friedus 
case ¢ 

Mr. Caupve. I don’t remember that, sir, whether he was intro- 
duced as an investigator or not. 

You take, just as an illustration, how we accommodate people, or 
I did. You remember, you wanted a conference with me one Satur- 
day morning on the Koret case out in California, and you wanted a 
conference with me, and it was a Saturday, I believe. And I think 
Mr. Rothwacks told me you did, and I went down to the office and I 
had a conference with vou about the ease. 

Mr. DeWinp. Well, I don’t know what that has to do with it. That 
cease had not been referred to the United States attorney, had it? 

Mr. Caupie. No, sir: but it wasn’t—you were talking about accom- 
modating lawyers, and—— 

Mr. DeWinp. I was talking about riding over the heads of the 
United States attorneys. 

Mr. Caupie. TI never would ride over the head of a United States 
attorney, and we never did. 

Mr. DeWinp. You had a regular conference procedure, did you 
not, in which attorneys could come in and consult with you, and 
didn't vou talk about that yesterday ? 

Mr. Cxupie. Yes, sir. 

Mr. DeWrnp. Ail right, how does the conference you just -men- 
tioned have any bearing on that? 

Mr. Cxvcpir. The point T am making, out of courtesy, T said, to 
Mr. Caffey, I think that that is about correet. But T think that you 
wanted me to come down and see you one Saturday morning about the 
Koret case, and that was not a working day, but IT know T went down 
and accommodated you, and T went down to accommodate vou because 
I wanted to do so. 

Mr. DeWixp. You think that that has a bearing on what we are 
talking about? 

Mr. Cavupre. It has a bearing on accommodating yourself, or ac- 
commodating the attorneys when they ask for something: and just 
hecause Mr. Caffey wanted to have a conference was no sign he was 
going to get anything. and I think he asked for a conference, and it 
lasted about 5 or 10 minutes and it was over with. 

Mr. DeWinp. Mr. Caudle, I wasn’t suggesting that he did get any- 
thing. and T was simply asking whether this conference that vou had, 
after an indictment had been returned, was not an unusual confer- 
ence, since your policy is to hold conferences only before the cases 
are referred. 

Mr. Cavorr. Mr. DeWind, we have had a good many conferences 
after eases have been sent out to the United States attorney, and the 
fact that a conference was granted to Mr. Caffey was not a thing 
unusual, 

Mr. DeWinp. Well, then, it was regular policy? 

Mr. Cavupie. That is when we would tell the attorney that he would 
have to deal with the United States attorney, and that his problem was 
in the district attorney’s office. 
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Mr. DeWinv. So you did consider it to be out of order, and you 
told him so¢ 

Mr. Cavupue. I didn’t think it was out of order, because we had done 
it so many times before, but we would tell the attorneys when they 
came to us, and the ease had been sent out to the United States attorney, 
that the United States attorney was the one whom he had to deal wit h, 
and any recommendation about the case would have to come from the 
United States attorney to us, or we wouldn't pass on it. And I don’t 
believe that we ever have passed on a case, unless the recommendation 
came from the United States attorney. 

Mr. DeWinp. Now, did Mr. Saypol recommend you hold this con- 
ference with Mr. Catley ¢ 

Mr. Caupie. No, sir: 1 don’t think we even called Mr. Saypol, and 
it wasn’t necessary. But one thing about it, it was a time where Mr. 

Caffey was informed that he would ‘have to deal with the United States 
attorney and the other attorneys associated with him would have to 
deal with the United States attorney. 

Mr. DeWinp. When did that conference take place? 

Mr. Cavupte. I don’t remember, sir; I just don’t remember. 

Mr. DeWinp. Now, after that conference, did you enter into a busi- 
ness transaction with Mr. Knohl ¢ 

Mr. Caupie. After that conference, Mr. DeWind—and I don’t know 
when that conference was, I think it was in the early spring, and I 
am not sure—but sometime during the summer, Mr. Knohl called me 
over the phone and asked me if I knew of anyone that he could buy 
an airplane from: that he was organizing an oil corporation somewhere 
out in Kansas, and he would like to buy a plane. And T had flown 
around a great deal with private planes, with friends, over a period 
of years, and I told him that [ knew that Mr. Harry Payne had a 
twin-motored Beechcraft, and that if Mr. Payne would sell the plane, 
if they could get together, he could look it over, and le would probably 
buy it. And I didn’t see Mr. Knohl any more from that time on, and 
then I found out later that Mr. Knohl went down to the National 
Airport and saw Mr. Benny Griflin, who is a warm friend of Mr. 
Payne, and I know him, as well, and Mr. Griflin, as I remember it, 
showed the plane to him, and the plane was too small for him and he 
didn’t want to buy it: it was too small for him. 

Mr. DeWixp. Why did Mr. Knohl suppose that you would be a 
source through which he could buy an airplane? 

Mr. Caupie. I reckon he knew Mr. Gritlin awfully well, and he 
established an oflice here in Washington. 

Mr. DeWinxp. Why did he come to the Assistant Attorney General 
to buy an airplane ¢ 

Mr. Caupte. Mr. DeWind, T simply don’t know. The gentleman 
gave me a ring on the phone, and [ told him about the plane, and I 
told him about the plane. 

Mr. DeWixp. Do you have any explanation to make as to why he 
thought you would know about airplanes for sale ¢ 

Mr. Caupte. No, sir: [don't: but Limagine he knew that Thad flown 
a great deal with Mr. Payne-—— 

Mr. DeWinv. How did he know that ? 

Mr. Caupie. I have no idea, because I don’t believe I ever did tell 
him. 
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Mr. DeWinp. But you think that Larry Knohl knew that you had 
been flying a good deal with Mr. Harry Payne ? 

Mr. Caupte. Yes, sir; I think so, sir. 

Mr. DeWinp. Was Mr. Harry Payne a friend of Mr. Knohl’s? 

Mr. Cavpie. No, sir: Mr. Harry Payne probably knows the gen- 
tleman, but he is no friend of his, but Mr. Payne is an old friend of 
mine. 

Mr. DeWinxp. Why should Mr. Knohl think because you had been 
riding with Mr. Harry Payne in his airplane, that vou should be a 
source for the sale of airplanes ? 

Mr. ¢ “AUDLE. We ll, now, l Was no source for the sale of airpl: ies, 
but you know, I received a lot of inquiries from people who w: anted 
to buy airplanes. 

Mr. DeWinxp. You received a lot of inquiries ¢ 

Mr. Cavupie. Just a good many inquiries: yes, sir. 

Mr. DeWinp. People used to come to you frequently and say, “I 
would like to buy an airplane”? 

Mr. Caupite. No. We would be in a social gathering. and they 
would raise the question of a plane, and IT said, “Well, I think T know 
someone who has a plane.” someone who wants to buy a plane, and I 
would tell them if L would hear it. 

Mr. DeWinp. Now, after this, did Mr. Knohl in fact buy a plane? 

Mr. Caupte. Yes, sir, Do you want me to tell all about it@ 

Mr. DeWinp. Let us see if we can get it as precisely as possible. 
What was the plane he bought / 

Mr. Cavupte. He bought a twin-motored Lockheed Lodestar from 
Mr. Walter A. Stonnell. 

Mr. DeWinxp. Was Mr. Stonnell a friend of yours? 

Mr. Cavpie. He was a friend of mine. and he had been for 2 or 3 
vears, and he was a very warm friend of mine, anda gentleman whom 
T have known and flown with a great deal, week ends. with he and Mr. 
Payne, and we had flown down to Florida on fishing trips, and we 
had flown down to Atlanta on week ends, and Mr. Stonnell had an 
Easton hangar over at Easton, Md., at the Easton Airport, and I went 
over there frequently with Mr. Payne, about 15 minutes across the bay. 
And they were going to go into the business of rehabilitating planes. 

And one day, | remember, IT was over there, and [ saw the plane, 
and it was a Lockheed Lodestar belonging to Mr. Stonnell, the same 
identical plane that Mr. Payne had bought from some other part) 
here, a pretty good while before then. Mr. Stonnell was flying M1 
Payne’s plane. I saw this Lockheed Lodestar, and it was a very beau 
tiful ship, and I asked Mr. Stonnell about it, and he said it belonged 
to he and his wife, and that it had been completely overhauled. 

Mr. DeWrwp. Pardon me, Mr. Caudle. Are the details of what sort 
of plane this was, and its raion very pertinent here / 

Mr. Cavpie. Well, I will say this: Yes, sir, because I will tell you 
what Mr. Stonnell told me—— 

Mr. DeWinp. Mr. Stonnell apparently indicated to you that he 
would like to sell the plane, is that right ¢ 

Mr. Cavupir. Yes, sir; that the plane was in first-class condition. 
and the motors had been zeroed, and the plane had been taken apart 
and put back together, and the CAB had approved everything about 
it, and he thought it was a very good buy, if he could sell it. But he 
said it was very difficult to sell the plane, and the plane was too big 
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to sell. And he asked me, and he said. “If you ever hear of anybody 
who wants to buy this plane, T wish you would please tell me about it.” 

Mr. DeWixpv. So when you met Mr. Larry Knohl and he talked to 
you about an airplane, you thought that you had found a possible buyer 
for the Stonnell plane ¢ 

Mr. Caupie. No, sir: not then. 

Mr. DeWinvp. Sometime, had it occurred to you that you might 
have a buyer? 

Mr. Caupir. Well, sometime LT told Mr. Stonnell that if I would get 
anybody who would ask me about the plane, T certainly would tell 
them to see it. 

Mr. DeWixp. You finally did tell Mr. Knoll that was a plane he 
might look at ¢ 

Mr. Cavprie. One day Mr. Knohl was ont somewhere in Kansas, 
and he called me up one night, and he said that he had been bothered 
by commercial airlines, and it was hard to get reservations, and he 
wanted to know if I knew where he could buy a larger plane: and T 
had seen this plane of Mr. Stonnell a week or two before, and T told 
him that Mr. Stonnell had a twin-motored Lockheed Lodestar, and 
described it to him, and he wanted to know if it was the same type of 
plane that Mr. Harry Payne had, and [told him it was. And fT told 
him I thought it would be a very good buy, and Mr. Stonnell was 
asking 835,000 for his plane, but IL thought he would take 830,000 for 
the ship. And he said he certainly did want to see it. And he said 
he had to get a plane, because he was organizing some kind of an oil 
company out in Kansas, and he had to frequently go out there, and 
he wanted to get a larger ship than a Beechcraft: and a Lockheed 
Lodestar would be all right. if the ship was all right. 

Mr. DeWinp. When did all of this conversation take place ¢ 

Mr. Caupte. Tdon't know, Mr. DeWind, but it nmiust lave been some- 
time in August, Lam not sure. 

Mr. DeWinxp. August of 19507 

Mr. Cavupir. T think se, but Tam not positive about it. 

Mr. DeWixp. How would vou identify it as August of 19504 

Mr. Cavupir. Well, [ remember it was very hot, and I just don’t 
remember; but it was sometime—I don’t know whether it was August 
or not. 

Mr. DeWinp. It might have been June or July? 

Mr. Cavpie. I dont know, and LI thought it was some time in An- 
gust, and T just didn’t know. 

Mr. DeWinv. In any event, thereafter Mr. Knohl did purchase 
the plane? 

Mr. Caupte. Yes, sir: Mr. Knohl came and met Mr. Stonnell, and he 
saw the ship, and he wanted to buy it; and Mr. Stonnell said he 
would take $50,000 for the ship. And as I understand it, the gentle- 
men got together, and there was a lot of radio equipment that had 
to be installed in the plane, and it was installed in the plane. And 
I remember when I talked with Mr. Stonnell, he told me, he said, 
“If this man pays cash for the plane, I will be delighted to give you 
a commission on the plane.” ‘ 

Mr. DeWixp. All right, he sold the plane for $30,000? 

Mr. Cavpie. Yes, sir. 

Mr. DeWtinp, And did you get a commission / 
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Mr. Cavupie. Yes, sir. Mr. Stonnell and Mrs. Stonnell came over 
to my house when the thing was completed, and I had nothing to 
do with completing the transaction at all, and he said the plane had 
been fixed up according to what the pilots wanted done about it, and 
all of the radio equipment. And one afternoon, Mr. and Mrs. Ston- 
nell came over to my home, and they brought me a check for $5,000 
as a commission for selling the plane. 

I thanked Mr. and Mrs. Stonnell for it, and I talked to Mrs. Caudle 
about it, and I told her that I was going to go up and see the Attorney 
General and see Mr. MeGrath, before | would accept the commission, 
and talk to him and tell him about Mr. Knohl and about the Aaro: 
and Friedus ease. And I did, and I went to Mr. MeGrath’s home 
and I talked to Mr. MeGrath. and 1 told him that Mr. Knohl had 
organized some kind of an oil company out in Kansas, and that 
Mr. Knohl did not have any tax troubles with us, and neither did 
Mr. Stonnell, and Mr. Stonnell was an old friend of mine whom | 
had flown with a great deal, and I told the Attorney General that 
Mr. Knohl had two friends whom I had indicted, and if I under 
stood, the case had been set for trial, and they were definitely going 
to be tried, because we believed they were guilty. And I asked him, 
did he think it would be improper for me to accept a commission 
And he told me that he did not think it would be, because Mr. Ston 
nell did not have any tax trouble, and neither did Mr. Knohl, and 
this was a separate transaction that did not involve this case at 
all. 

Mr. DeWixp. Did you say that Mr. Knohl was an investigator 
for the taxpayers in this case ? 

Mr. Cavupie. I thought that they had some investigators, but 1 
didn’t know who they were, and I thought that they had invest! 
gators, because 1 know they worked on the case in the summer. 

Mr. DeWinv. Did you have any notion at that time that Mr. Knol) 
was working on the case? 

Mr. Caupte. I knew Mr. Knohl was very much interested in the 
case, and I knew he was doing some work, but what it was, I jus 
didn’t know. 

Mr. DeWinxp. You knew he had been working on the case, becaus: 
he had attended a conference in your office ¢ 

Mr. Caupte. I knew he had attended a conference, but what |. 
had done outside of the conference, I didn’t have any knowledge of 
and I didn't know, and I just didn’t know. 

And I want to say this: That I talked to the Attorney Genera 
about it, and he told me this—and maybe it will be a little repetitious- 
and he said, “Look, Lamar, I don’t think there would be any objectio 
for you to accept it, and these men are indicted and they are going 
to be tried.” And he said, “I don’t see any objection for you to mak 
any money, if the Government is not involved, because you have a 
large family, and if it doesn’t interfere with your work”—and tha‘ 
was really one of the reasons why I accepted the commission fron 
Mr. Landau—I mean Mr. Robert Fletcher—because of that very fact 
And I thought it was proper, and after I got permission from thy 
Attorney General and told him about it, I put the money to my credi' 
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in the bank, and I even told my banker, and I said, “I want you to 
know that I am a tax official, and because this is apparently a large 
commission here for selling a plane, I want to tell you exactly how 
it happened, and all about it, so that you won’t be suspicious of me.” 

Mr. DeWinp. Did you tell the Attorney General, olen you talked 
about the case, that the prosecution was going forward and the case 
had reached the indictment stage, and you had nothing further to do 
with it? 

Mr. Caupte. I told him that these two men, Aaron and Friedus, had 
been indicted, and had been indicted, and the case was scheduled for 
trial very soon, and I thought the trial date had been set, but I was 
not positive. 

Mr. DeWinv. Mr. Chairman, at this point, I would like to have read 
into the record by a representative of the Department of Justice, Mr. 
Rothwacks, a memorandum that appears in the Aaron and Friedus 
case file, dated January 20, 1950, if there is no objection. 

Chairman Kine. If there is no objection, that will be done. 

Mr. Roruwacks. This is a memorandum for the file, appearing in 
the United States attorney’s file, dated January 20, 1950, Re United 
States v. Aaron et al. It does not indicate who prepared it. It says: 

The defendants’ lawyer, Caffey, was in on January 19; advised me that one 
Larry Knohl, former auctioneer and associated with Aaron in real estate ven- 
tures, has been traveling throughout the country making the investigation for 
the defendants. It would seem that he is getting affidavits. 

From my slight acquaintanceship with Mr. Knohl, with the first Ambino case, 
wherein I questioned Knohl (see statement in Ambino file) as to disposal of 
assets, Knohl is a shady character. Caffey states that Knohl is sick and may 
have to have a gallstone operation in Cleveland where he presently is. 

Mr. Cavpre. I want to say that I don’t remember that memoran- 
dum, and IT am just going by the best recollection that IT have, sir. 
That was in the United States attorney's file, I reckon. 

Mr. DeWrxp. I have here a photostatic copy of a check drawn on 
the Liberty National Bank of Washington, dated September 18, 1950, 
No. 885, made payable to the order of T. L. Caudle, for 85.000, and it 
is signed W. A. Stonnell: and on the check is the notation, “Commis- 
sion for sale of property.” 

Mr. Cavupte. That is right. 

Mr. DeWtnp. And the back of the check bears the signature, “T. L. 
Caudle.” 

Mr. Cauptr. That is right, sir. 

Mr. DeWtnp. May I show you this photostat, and ask you if it is a 
photostatie copy of the check you received ? 

Mr. Cavpre. I am sure that that is correct, sir. I don’t think that 
there is any question about it. That is my signature, and that is a 
copy of the check, and that was the check Mr. Stonnell brought over 
to my home, he and his wife, that afternoon, and that is the one I 
brought to the attention of the Attorney General. 

Mr. Kean. Mr. Caudle, did vou just testify that you also consulted 
with Mr. MeGrath with reference to the check you received in the oil 
transaction, whether that was proper or not é 
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Mr. Caupue. No, sir; Mr. Kean, I did not. T did not talk to Mr. 
McGrath about that. 

Mr. Kean. Only with reference to this one? 

Mr. Cavupre. Only on this one check right here, and I told him about 

.and T received his permission to receive the check. 

Mr. Curtis. What was the sale price of that airplane / 

Mr. Cavupte. The sale price was $50,000, Mr. Curtis. 

Mr. Currts. That is what they sold it for? 

Mr. Caupie. Yes, sir. 

Mr. Curtis. At the time you first talked to Stonnells about the sale 
of the plane, did they tell you at that time how much they would 
take / 

Mr. Caupte. Sir’ 

Mr. Curris. At the time you talked to the Stonnells about the sale 
of the pl: ine, did they tell you then how much they would take for it / 

Mr. Caupte. When I talked to Mr. Stonnell, I believe, Mr. Curtis, 
over in Easton Airport, I think he wanted about $35,000 for his 
plane, the best I can recollect it, but he told me over the phone that 
he needed the money very bad, and he had been trying to sell the ship, 
and that if they would pay $30,000 for it, he would sell the plane for 
that figure. 

Mr. DeWinp. Isn't it a fact that Mr. Stonnell told you that what 
he wanted to get for the plane was $25,000, and that you could have 
whatever you got over that ? 

Mr. Cavupie. I don’t believe Mr. Stonnell ever told me that, Mr. 
DeWind, and I am almost sure he didn’t, and IT don’t know what Mr. 
Stonnell would say. My best recollection is he said he would take 
$50,000 for the ship. 

Mr. DeWinxp. Didn't you know when you got into the transaction 
that if the plane sold for $30,000, you would get $5,000? 

Mr. Cavpie. No, sir: I sure did not. We had two or three conver- 
sations on the phone, Mr. Stonnell and T did, and Mr. Stonnell. And 
I brought it up in a jocular way, and TI said, “If we buy the ship, 
if we pay you 830,000 for it for this oil company, would you pay a 
commission on the ship?” And if he had said, “No,” that would have 
ended it, and [ certainly wouldn’t have insisted on one, and T have 
known him for a long time. And he said. “If you pay $30,000 for 
the ship,” he said, “I will tell you, T will give you a 85,000 com- 
mission,” 

Mr. DeWixp. So you did know, then, at the time you entered into 
the negotiations with Knohl, that a $30,000 price, which you told him 
he a get the plane for, would produce $5,000 for you! 

Mr. Cavpre. That is what he told me, yes, sir; and that is what he 
wie for his ship; and if anybody else sold the ship, he would have 
had to pav a commission. 

Mr. DeWixp. Was that the going commission for airplane sales? 

Mr. Caupie. Sir? 

Mr. DeWtxp. Was that the going commission for airplane sales? 

Mr. Caupte. TI don’t know what the going commission would be, 
and I know I talked with Mr. Stonnell about it, it was a very large 
ship, and he said it was not very unusual for a commission of that size 
to be paid for the sale of a ship that large. 

Mr. DeWixp. Now, after you got this check for $5,000, and had 
your conversation with the Attorney General, you had nothing further 
to do with that case? 
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Mr. Caupte. I do not remember that I did, except I do know this, 
that they got up a lot of evidence proclaiming the innocence of these 
people, and they wanted to have a conference, Mr. Caffey did, or 
Mr. Margiotti did, or whoever it was, and they wanted to have a 
conference in New York. 

Mr. DeWinv. With you? 

Mr. Cavupie. They wanted to have a conference, and I know they 
discussed it—whether they discussed it with me, I don’t reeall, but I 
have a vague recollection they did, and they discussed it with Mr. 
Turner Smith or Mr. Rothwacks, and I just don’t know. 

But I do want to say this, too, that when this commission was 
paid to me, that Mr. Knoh! did not have any idea in the world T was 
going to receive a commission, and he didn’t have any idea in the 
world about it, and it was a matter between Mr. Stonnelland I. And 
had the Attorney General not approved it, 1 certainly would not have 
accepted it. 

Mr. DeWinp. After you got the approval and the acceptance, you 
certainly would not have participated in the consideration of the case 
after that, that is, after September of 1950¢ 

Mr. Caupie. No, sir: 1 wouldn't have anything to do with it, and 
I will tell you what the facts are. 

Mr. DeWunp. Let us just try to get this precise, Mr. Caudle. After 
you got this check and after you got approval of the Attorney General, 
vou would certainly not have had anything to do with the case after 
that / 

Mr. Cacpie. Mr. DeWind, IE don't believe Thad anything to do with 
the case, and they wanted to have a conference with the United States 
attorney, and a lot of evidence which either Mr. Margiotti or Mr. 
Catfey, one of the attorneys, said they had obtained during the 
summer, and they were advised they would have to have a conference 
in New York. 

Mr. DeWixp. Was that conference long before this ? 

Mr. Cavupie. In that conference—that conference took place in New 
York, Mr. DeWind, and I declare if 1 know. The record will show 
when | went up there. 

Mr. DeWinp. ‘The record shows there was a conference in New York 
on March 25, 1950, that was attended by Mr. Caffey, Mr. Knoll. 
Florence Shientag, Thomas J. Quirk, J. Epstein, R. D. MeLean, and 
Mever Rothwacks. 

Mr. Cavupie. If that was a conference then, it was the conference 
lam talking about, because 1 didn’t know whether it had taken place. 

Mr. DeWixp. It was March of 1950. 

Mr. Cavour. Whether it had taken place in September or October, 
or back of that, I don’t know. 

Mr. DeWtnxp. This particular conference was in March of 1950. 

Mr. Cavupie. IT got the commission in September; September 17 or 
18, 1950, which was after the conference. 

Mr. DeWinxp. Now, after Septemer 18, 1950, vou would not, of 
course, have had anything to do with the case ? 

Mr. Cavupzie. 1 don't think IT did, except I do know this, that Mi 
Knohl or Mr. Catley, Mr. Catfey came over to the office with four 
or five affidavits, which IT understand were from very reputable doc- 
| that Mr. Aaron was a very sick man, and he was unable to stand 
trial, 
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Mr. DeWinv. Was this after you got the commission ¢ 

Mr. Caupze. I don’t remember; I don’t remember when that took 
lace. 

Mr. DeWinpv. Well, the record shows. 

Mr. Caupte. He brought in the certificates of the doctors, and 
when that was, I just don’t know, Mr. DeWind, what date that was. 

Mr. DeWinv. Well, now, prior to September 18, 1950, and after 
the indictment had been returned in the ease, that is, between Febru- 
ary of 1949 and September 18 of 1950, what was your participation 
in the case 4 

Mr. Cavupte. I just don’t remember. What dates did you say they 
were / 

Mr. DeWrnp. Between the time the indictment was returned and 
the matter was in the jurisdiction of the United States attorney, and 
the time when you got this commission in September of 1950, what 
did you have to do with the case? 

Mr. Cavpe. I don’t think I had anything in the world to do with 
the case: that is what I recollect. I know that when Mr. Catfey came 
into the case, he did not know Mr. Tom Murphy, who was head of 
the criminal division of the district attorney's office, and he asked if 
I would not call Mr. Murphy and intreduce him to him, which I did. 
And they had a conference after that, and I don’t remember doing 
anything else, because I was anxious for this case to be tried, and I 
felt like these people were guilty, and I told the Attorney General 
1 was convinced they were guilty. And I told Mr. Caffey in my office 
one day that, “I can’t see how on earth he can resist a conviction in 
this case. and that really the men ought to plead guilty.” And T said, 
“There is no question about them being guilty, in my opinion.” And 
it was a black-market case. They were trying to establish that the 
over-ceiling cost had been paid, to reduce the net income, and I was 
convinced they were guilty, and I was anxious for the case to be tried. 
And the issue of health was raised, when I just don’t know, but it 
was raised, 

Mr. DzWtnp. Now, do you recall in April of 1949 a delay was 
arranged, through your office, in bringing the case to trial ¢ 

Mr. Cavpze. In 1949, you say ? 

Mr. DeWinp. The indictment was returned in February; and in 
April of 1949, a delay was arranged, through the Tax Division in 
Washington, to permit Mr. Reich, who had “become attorney in the 

case, time to prepare the case; and do you remember that ? 

Mr. Cavupte. No, sir; I do not remember that, and I did not remem- 
ber that because I do not believe that I ever did have a conference 
with Mr. Reich except just - a moment or two. 1 think Mr. Reich 
had a conference with Mr. James McInerney about the case several 
times, and I never did; and in fact, along about that time I didn’t 
know anything about the case, except I knew we sent the case out and 
got an indictment, and T never had any conferences with Mr. Reich. 

Mr. DeWinp. Why should an extension of time be arranged through 
the Tax Division, when Mr. Saypol had the case in New York? 

Mr. Caupie. Well, now, I didn’t do that, Mr. DeWind, and I don’t 
have any knowledge of those conversations that took place with the 
district attorney, and I just don’t have any knowledge, and I know 
that I did not do it for Mr. Reich, and 1 did not calla single time for 
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Mr. Reich, and I think the only time I called was that I called up 
Mr. Murphy and introduced him to Mr. Caffey, whom he did not know. 

Mr. DeWinp. There is a memo in tm file, on April 22 of 1949, from 
Mr. McInerney, who was at that time your first assistant, explaining 
the background of the case, and saying that a delay had been arranged 
to allow Reich, now attorney for Aaron and Friedus, time to prepare 
the case. 

Mr. Caupie. Now, I tell you, if that is so, I do not know a thing 
in the world about it, and Mr. McInerney, I know, did not cons sult 
with me, nor did Mr. Reich, because Mr. Me Inerney has known Mr. 
Bonney Reich for a long time, and I met the boy once in the Criminal 
Division, and I did not know him ver vy well. [had nothing to do with 
those conversations, and I did not have any knowledge of them, to 
my recollection, and Tam almost sure I didn’t. 

‘Mr. DeWinv. Now, in September of 1949, do you recall that John 
Caffey had been retained in the case, and that he came to see you 
about it 

Mr. Cavupie. It must have been. Maybe so, sir. I know when he 
was retained in the case, the young man came to see me, 

Mr. DeWinp. At that time, do you reeall making a telephone call 
to Mr. Murphy in the United States attorney’s office in New York—— 

Mr. Caupie. That was—— 

Mr. DeWinp. Just a minute—asking him to give Caffey 5 or 6 weeks 
in which to present material concerning the case ¢ 

Mr. Caupte. Mr. DeWind, I probably did. T don’t remember. I 
know I did talk to Mr. Murphy. I know of the request of Mr. Caffey : 
what Mr. Caffey requested of me at the time I don’t remember, but I 
do know that the gentleman came to see me, and IT do remember calling 
Mr. Murphy on the phone for him, and that he went up, and he had a 
conference with Mr. Murphy. 

Mr. DeWixp. Mr. Chairman, may T have read into the record at 
this point from the Department of Justice files a memorandum con 
cerning this telephone call from Mr. Murphy ¢ 

Chairman Kine. If there is no objection. 

Mr. Roruwacks. Mr. DeWind, in connection with that subject 
matter, I think that your file would be more complete if IT read into 
the record two memoranda which are connected contextually, 

The first is a memorandum of September 8, 1947, to the files from 
Mr. McInerney, on the subject matter of Jacob Freidus and Samuel 
Aaron, which states as follows: 

Bernard H. Wright was in today on the above entitled case. He exhibited 
some proof of unrecorded purchases and expenses covering 1941 and totaling 
approximately $50,000, [T suggested to Mr. Wright that he submit these figures 
to the United States attorneys for the southern and eastern districts of New York. 
And now the memorandum of September 14, 1949, to the files from 
Mr. McInerney, in the matter of Jacob Freidus and Samuel E. Aaron, 
reading as follows: 


Mr. Caudle and I conferred with Mr. John Caffey of Greensboro, N. C.— 


Mr. Caupie. Would you repeat that “Caudle and I~ 
Mr. Roruwacks (reading) : 


Mr. Caudle and I conferred with Mr. John Caffey of Greensboro, N. C., in Wash 
ington. Mr. Caffey was retained in this case yesterday. which cause is on the 
motion calendar of the southern district of New York this morning for the setting 
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of a trial date. Mr. Caffey desires a little additional time in which to develop 
defensive matter. Mr. Caudle called Assistant United States Attorney Thomas 
Murphy at New York City, and the latter stated he would give Mr. Catfey 5 or 6 
weeks in which to present the material he is hoping to develop. A conference 
Was arranged between Mr. Murphy and Mr. Caffey for the middle of next week 
at Mr. Murphy's office. 

Mr. Cavpie. That was a call, then, that I made to Mr. Murphy. 

Mr. DeWinp. You notice from those two memorandums that the 
earlier memorandum from Mr. McInerney said that he told the attor 
ney to go to see the United States attorneys. That was ordinary pro 
cedure, wasn’t it ¢ 

Mr. Caupir. Yes, sir. 

Mr. DeWinp. But instead of that, Mr. Caffey comes to see you! 

Mr. Caupie. Well, sir, now, Mr. DeWind, he came to see me, and 
I told him—and Mr. Rothwacks was there; the conference lasted only 
just a few minutes—if I remember, that he would have to deal with 
the United States attorney. That is my best recollection. 

Mr. DeWinp. The memorandum indicates very clearly that you 
called the United States attorney's office and got a delay for Caffey. 

Mr. Cvupie. Well, now, if that was the time that IT called Mr. Mur- 
phy, I do not know whether I called Mr. Murphy after that conference 
when Mr. Freidus and Mr. Knohl came in with their counsel or not. 

Mr. DeWinp. No, no. Tam talking about the eall you made after 
Mr. Caffey saw you. He came in and asked for a delay, and you called 
Murphy in New York and asked for a delay of 5 or 6 weeks, and Mur 
phy granted it. 

Mr. Caupie. Well, sir, if Lasked Mr. Murphy for 5 or 6 weeks, then 
I sure did. But I say one thing, Mr. DeWind. That is certainly an 
ordinary courtesy that was extended to all the attorneys we could. 

Mr. DeWinp. Mr. McInerney didn’t do it. He said. “Go and see the 
United States attorney. He has charge of the case.” 

Mr. Caupie. Yes, sir. Well, I will tell you one thing, Mr. DeWind. 
We have accommodated a lot of people by calling up United States 
attorneys when they asked us todo so. We did not like to do so, 

Mr. DeWinp. I thought you said you were very anxious to get this 
case to trial. 

Mr. Caupie. Twas. Twas. I wanted the case tried. 

Mr. DeWinp. So there was an extension in April that went on all 
through the summer, which you say you don’t know about, and then 
in the fall comes a new attorney in the case. Just a minute, Mr. Caudle. 

Mr. Wright was the first attorney. He wanted time to prepare the 
case. So he got the summer. Then in the fall comes your friend, Mr. 
Catfey, and he wants 5 or 6 weeks to prepare the case, since he has just 
come mito it, 

Now, didn’t you say that Mr. Caffey was not a trial attormey? 

Mr. Cavupie. Well, I don’t know whether Mr. Caffey is a trial 
attorney or not. He had been practicing law in North Carolina for a 
long time, had been in the legislature for a long time, and whether he 
isa trial attorney or not—— 

Mr. DeWinp. 1 just read you—— 

Mr. Cavupie. T know vou did, but T think T said T saw one time it 
came out in the papers that Mr. Catfey, when Mr. Margiotti was very 
land the trial had been begun and thes wanted the trial to continue- 
Mr. Caffey himself got up and stated to the court. and that is the first 
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time I know that the boy—I mean, that the young man, contended that 
he was not a trial attorney, and that they wanted him to continue with 
the case. T think Mr. Margiotti had a heart attack, or something, on 
the train. He had another attack. And I think they were anxious for 
the court to delay the trial until Mr. Margiotti was well enough to try. 
And that was when they were going to put the responsibility, L believe, 
upon Mr. Catley. 

Mr. DeWrnpv. All right. Now, Mr. Caudle, do you remember that 
in March of 1950, that is, some 6 or 7 months after the Caffey confer- 
ence, there was a conference in New York 

Mr. Gautnacuer. Mr. DeWind, just a moment, please, I want to speak 
to Mr. Caudle. 

(Mr. Gallagher confers with Mr. Caudle.) 

Mr. Cavoie. Mr. Gallagher was just talking to me, Mr, DeWind. 
When a new attorney comes into a case—and I want to tell you there 
ure many tax cases where we had one group of lawyers, and then 
there would be another group of lawyers come in, and then even an- 
other attorney would come in, and they would ask for delays and ask 
for some favors of the United States attorney. It was not an un- 
common practice at all for those requests to be granted. 

Mr. DeWinp. Well, Lam not talking about a delay to permit a new 
attorney to prepare the case. 

What I am talking about is that these requests were not made to the 
United States attorney, or if requests had been made there they were 
followed by requests to you, 

Mr. Cavupie. Yes, but your record also shows that Mr. McInerney 
called up the United States attorney, I understand your record said. 
several times. 

Mr. DeWrnp. No; the record shows Mr. McInerney told the tax- 
paver to go on up to New York and see the United States attorney. 

Mr. Gausacuer. Just a minute, Mr. DeWind. 

(Mr. Gallagher confers with Mr. Caudle.) 

Mr. Caupie. That is correct. When Mr. Caffey came in, as a new 
attorneyv—— 

Mr. DeWinp. The question was simply this. Why was not this 
matter of delay left with Mr. Saypol, who had charge of the case in 
New York ¢ 

Mr. Cavpir. It was left up to his office because [ called up Mr. 
Murphy. And whether T asked Mr. Murphy for more time for this 
man, PE dont remember. If the record says 1 did. then T did. 

Mr. DeWinp. The record does say you did. Now, why was it not 
simply a matter of telling this man to take it up with the man in 
charge in New York? 

Mr. Cavupie. That is what I remember I told Mr, Caffey that day 
when he was in my office. 

Mr. DeWixp. But vou understand that, just a few days before, the 
same thing had been tried with Mr. McInerney and didn't work. So 
he came to vou. 

Mr. Cavpie. Mr. Caffey went up. and he had a conference with Mr. 
Murphy. and it was up to Mr. Murphy or to Mr, Saypol to grant that 
time if they wanted to. They certainly wouldn't have to grant it just 
because T made a telephone call for them, or either one in the Depart- 
ment made a telephone call. 
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Mr. DeWinv. You don’t think if the Assistant Attorney General 
calls and ask for time it creates some feeling that time should be 
given ¢ 

Mr. Cavpie. I don’t think so, sir, because the United States at- 
torneys will usually tell you exactly how they feel about a case. 

Mr. DeWixp. Why didn’t McInerney handle it differently ? 

Mr. Caupie. I don’t know whether he handled it differently or not. 
There was one memorandum that he called and asked to present this 
case tothe United States attorney. And when Mr. vou gentlemen 
take your pictures and get out of my way, please. 

When Mr. Catfey came in to see us—— 

Chairman Kine. Just a moment, Mr. Caudle. 

I think the photographers had better have a recess for themselves. 

Mr. Cavupte. When Mr. Caffey came in to see me, that conference 
was a brief conference. I think Mr. Rothwacks was present. And 
we told him, and I told them there, that they had no files suflicient to 
show the situation in this case. 

Mr. DeWrnp. I think this is getting away from the question. 

Did Mr. McInerney know Mr. Caffey ? 

Mr. Cavupie. I do not know whether he did or not. I do not know 
whether Mr. McInerney knew Mr. Caffey or not. 

Mr. DeWrnp. In any event, Mr. McInerney told Mr. Caffey, “You 
go and see Mr. Saypol.” And he didn’t make any calls to Mr. Saypol. 

Mr. Cavupie. For Mr. Caffey. 

Mr. DeWinv. No. 

Mr. Caupir. None that I know of. There was only one call made 
that I know, from me to Mr. Murphy. 

Mr. DeWinv. So then, a few i ays later, Mr. Caffey comes to you 
and says, “Will vou call up and try to get a delay ?” 

Mr. Cavupie. Well, now, I just don’t remember that. I know one 
thing. I didn’t intend to delay anything. I did want to be courteous 
to the attorney, knowing the young man, and I thought it was all right 
to call up Mr. Murphy. 

Mr. Gautuacuer. Mr. Chairman, may I say something here? 

It seems to me that Mr. DeWind is inquiring about two different 
things. The first memorandum Mr. Rothwacks read out of the file 
concerned the submission of some documentary data concerning the 
tax claim, and my recollection is that in that memorandum Mr. MeIn- 
erney said, “You must submit that to Mr. Saypol, the United States 
attorney.” 

The second memorandum deals with the appearance of Caffey in 
the case, where Mr. Caudle telephoned the assistant United States 
attorney, Mr. Murphy, concerning a delay to permit Caffey to famili- 
arize himself with the case. And at that time, as I understood—— 

Mr. DeWinp. Mr. Chairman, is Mr. Gallagher testifying for Mr. 
Caudle here ¢ 

Mr. Gauiacuer. I am not attempting to testify, Mr. DeWind, but 
I do think the record should be clarified. 

Mr. DeWinp. Mr. Caudle is attempting to make the record, is he 
not ¢ 

Mr. Gavtacuer. May I complete my statement, Mr. Chairman? 

Chairman Kine. Let Mr. Gallagher continue with his statement. 

Mr. DeWixp. Does Mr. Gallagher wish to be sworn as a witness 
here ? 
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Mr. Gatiacner. No; I am explaining a procedural matter. 

Mr. DeWrnv. Are you familiar with what happened ? 

Mr. Gatiacuer. No; but I do know procedure in the district court. 

Mr. DeWrnp. This is not a matter in the district court. This is a 
matter in the Tax Division of the Department of Justice. 

Mr. Gatuacuer. What you are talking about is a matter before 
the district court. 

Mr. DeWrnpv. You consult with Mr. Caudle and let him explain. 

Mr. Gatiacuer. No; I don’t have to consult. I know what I am 
talking about. 

Chairman Kine. Complete your statement, Mr. Gallagher. 

Mr. Gauiacuer. The matter that was before the Department at the 
time Mr. Caffey came in was a matter of extension of time or a post- 
ponement to permit the new attorney coming into the case to prepare 
for trial. The status of the case at the time was that it was on the 
motions calendar, as I understand Mr. Rothwacks to say, for the 
purpose of setting a trial date. 

Now, Mr. Caudle telephoned Mr. Murphy, and an extension of 5 or 
6 weeks was discussed for the purpose of permitting Caffey to famil- 
iarize himself with the case. Murphy gave him the time. But, now, 
if Murphy hadn’t felt that the new attorney coming into the case was 
entitled to that courtesy, he could have declined. And, furthermore, 
it is a matter for the court to determine in the last instance whether 
there is justification for postponing the case or whether it should be 
brought to trial immediately. 

So, in the last analysis, the jurisdiction in that matter is in the 
judge of the United States district court. Now, as long as that situ- 
ation is understood, I certainly have no objection to any questions. 
But he is trying to put a different face on the matter, Mr. Chairman. 

Chairman Kine. Very well. 

Mr. Gatnacuer. Mr. Rothwacks, did I give the substance of those 
memoranda correctly ? 

Mr. Byrnes. This is not a question, Mr. Chairman, of examination 
by counsel for Mr. Caudle. 

Chairman Kine. Proceed, Mr. Counsel. 

Mr. DeWinp. Mr. Chairman, might I suggest that it would be ap- 
propriate to take a 5-minute recess at this point ¢ 

Chairman Kine. If there is no objection, the committee will recess 
for 5 minutes. 

Short recess.) 

Mr. DeWinp. Mr. Caudle, we now go to March of 1950. Do you 
recall that Mr. Rothwacks and Mr. McLean from your office went 
to New York for a conference on the Aaron and Freidus case? 

Mr. Caupue. I think that is right, sir. They did. 

Mr. DeWrnp. Do you recall that, following the conference on 
March 23, 1950, a memorandum was prepared and sent to you refer- 
ring to the conference and noting that agreement had been reached 
that the case should be prosecuted after a discussion of the merits? 

Mr. Caupte. Yes, sir. I don’t remember what was in the conference, 
but I do remember it was Mr. Rothwacks, with Mr. McLean, and we 
had a conference, and the evidence which had been obtained and 
which had been presented to the United States attorney’s office in the 
conference was not sufficient, was not sufficient at all, to affect the 
trial of that case. The case ought to be tried. I talked to Mr. Roth- 
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wacks about it, if I remember. I think I talked to Mr. McLean 
about it. And L remember that they were trying to get up evidence to 
show that they were trying to establish the overceiling cost that had 
been paid over and above the regular ceiling, and it was a typical 
black-market case. And Mr. Rothwacks and I both agreed—and, 
if 1 remember, Mr. McLean—that they had no defense and the case 
ought to be tried. I can’t remember in detail about the conferences 
with Mr. Roth y.acks or what was said, but I do know that I agreed 
with them that the men were guilty and that what they had ‘was 
not a defense in that case. 

Mr. DeWinxv. Now, do you recall that, within a week following 
that report to you that the case should be tried, you had Mr. Ellis 
Slack call Mr. Saypol in New York and get the case deferred until 
May 15? 

Mr. Caupie. I don't remember that. Mr. DeWind. I just don’t 
remember it. Ido remember along about that time they had retained 
Mr. Charles Margiotti, former attorney general of Pennsylvania, to 
try the case. 

Mr. DeWrnp. I think that was later, Mr. Caudle. We will come 
tothat. This was back in March of 1950. 

And did you recall Mr. Slack requesting the continuance of the 
case, to Mr. Saypol, from March to May 15¢ 

Mr. Caupte. I don’t remember. 

Mr. DeWinp. There is a record in the case that Mr. Ellis Slack 
called Mr. Saypol on March 30, 1950. to get him to put the case over 
until May 15, 1950? 

Mr. Cavpte. Well, now, maybe I talked to Mr. Slack, and maybe 
someone else talked to Mr. Slack. Maybe Mr. Slack was acting in 
my stead. Whether I had a conference with Mr. Slack about. it, 
I just don’t remember. Whether I asked him to do it, I just don’t 
remember. I just can’t remember. 

Mr. DeWinp. Well, there is in the file of the United States at- 
torney in this case a memorandum dated April 6, 1950, a memoran 
dum for the file signed by Florence Shientag, who. I believe, was in 
charge of the case for Mr. Saypol. 

I would like to have that memorandum read into the record, Mr. 
Chairman. 

Chairman Kine. If there is no objection, it will be read. 

Mr. Rorimwacks. It is dated April 6, 1950: 

Memorandum for the file. 
In re: Aaron and Freidus, 

Defendant’s attorney, Caffey, stated that he had a conference in Wash- 
ington with Messrs. Caudle and Rothwacks and two other Assistant Attorneys 
General 
I would like to note a correction there. That probably means two 
other members of the Tax Division , 
who called this office in my absence to request adjournment until May 15, 
which was granted. 

This morning Caffey requested adjournment beyond May 15, stating he might 
possibly run for the State senate, and, since primary time was around May 15, 
he would need more time. I told him it could not possibly be done, since 1 
had instructions from Mr. Saypol to seek May 15 peremptorily as the trial 
ate. 

In court before Judge Hoger, Mr. Caffey stated that he and Wright are 
the only attorneys in the case presently. His clients did not appear. 


FLORENCE TT.) SHIENTAG 
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Mr. Caupie. Well, now, Mr. DeWind, I don’t remember what took 
place in New York. 

Mr. DeWinp. No; but this referred to a conference that you had 
in Washington about the case. 

Mr. Caupte. Yes, sir; probably so, sir. That certainly was not 
unusual. It went on all the time. 

Mr. DeWinp. Now, Mr. Chairman, I would like to have read into 
the record at this point a memorandum addressed to Mr. Smith— 
I assume that to be Mr. Turner Smith—which is undated and i 
signed “Rothwacks.” Could T have that read now ? 

Chairman Kine. If there is no objection, it will be read. 

Mr. Roruwacks. This is a memorandum headed “Monday, 5:45 
p.m.” and follows another memorandum for the file dated May 12, 
1950: 

Mr. Smirm: Mr. Caudle called me earlier and said that he had been notified 
that Irving Saypol, United States attorney at New York, had declined to 
acquiesce in any further adjournment in the Aaron and Freidus case. I told 
Mr. Caudle that [ agreed with his position that we should do nothing further 
in the matter; that we had made our position known to the United States 
attorney, and that, since the defendants themselves had previously stated in 
open court that they would absolutely ask for no further adjournment beyond 
May 15, that we should not permit ourselves to be put in the position of an 
intervener. 

RoTHWAcKs, 

Mr. DeWinp. Do you recall the conversation that is referred to 
in that memorandum 7 

Mr. Cavupie. No, sir: Ido not reeall the conversation, Mr. DeWind. 

Mr. DeWinp. Well, do you recall that, despite the fixing of the 
May 15 date as the absolute deadline on the trial of the case, early 
in May Mr. Margiotti approached vou about the case and asked you 
for a further delay / 

Mr. Cavpir. T remember that Mr. Margiotti talked to me, or talked 
to some of us and stated, if I reeall correctly, that he was busily 
engaged trying what is known as the Storr case in Harrisburg, Pa., 
which was a tax case. 

Mr. Doyle, one of our attorneys, had been assigned to the case, and 
the case was of rather long duration: and [think Mr. Margiotti called 
and wanted to know whether or not. since he was voing to try the 
Aaron and Freidus ease—could the case be postponed until he finished 
that trial. 

Mr. DeWinxp. Now, at that time vou apparently kne ~w that Mr. 
Savool had declined any further extensions in the case 4 

Mr. Cavpie. I think that’s correct, and I think I told Mr. Margiotti 
that he would have to deal entirely with the United States attorney, 

Mr. DeWinxp. Do you recall that vou sent Mr. Margiotti a tele- 
gram on May 4, 1950,in whieh vou s: aid that the Department of Justice 
would have no ob jection to a further extension of time in the case, 
and that you then transmitted a copy of that telegram to Mr. Saypol 

Mr. Cauprr. T may have done so. The telegram may have been 
sent by me or by Mr. Smith. T don’t remember. T got some vague 
recollection of a telegram. But T do know that Mr. Margiotti was 
calling and begging to let this case—begging for time to finish one 
case he was actually engaged in trving so that he could finish that 

‘ase and try this case of Aaron and Freidus in that spring. 
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Mr. DeWinv. Why didn’t you let Mr. Saypol pass on that question ¢ 

Mr. Caupie. Well, he did pass on that question. 

Mr. DeWinv. But you helped him pass on it, didn’t you / 

Mr. Caupie. No, sir, I don’t think I did. 

Mr. DeWinv. Didn’t you call Mr. Saypol on the telephone at that 
time—just a minute; let me finish my question—and say that you 
were loath to interfere in the case, but that Mr. Margiotti has a fine 
reputation, is an outstanding trial lawyer, and the extension ought to 
be granted ¢ 

Mr. Cavupie. 1 may have called Mr. Saypol. If 1 did, I thought 
the call was a necessary one, because he was the trial attorney for 
these taxpayers, and he was already engaged in a case that the De 
partment of Justice had him confined in over in Harrisburg, Pa. 
And I think Mr. Margiotti called me two or three times, and I know 
I was anxious for the case to be tried. This is my best recollection, 
Mr. Margiotti would have to deal with the court, deal with the judge 
and the United States attorney, about that continuance. 

Mr. DeWinp. But right away you told Mr. Margiotti you had no 
objection, the Department would have no objection, to a further delay 
in the case? 

Mr. Caupie. I do not know whether or not I sent that telegram, or 
whether Mr. Smith sent it. Everything is sent in my name over there, 
letters or everything else sent in my hame over there, and whethe: 
I did it 1 don’t know. 

Mr. DeWrnp. If you called Mr. Saypol on the telephone and told 
him you were loath to interfere but that Mr. Margiotti was a fine 
man and the extension should be granted, then the sending of the 
telegram would certainly be something authorized by you, wouldn't 
it? 

Mr. Cavpir. It may have been. And if Mr. Saypol said I called 
him because o. Mr. Margiotti being involved in that case when the 
man Was in the courtroom trying the case and had to try this othe: 
case, | didn’t think there was anything abnormal or unusual or wrong 
or unethical, or anything, to bring that to Mr. Saypol’s attention. 

Mr. DeWinv. Now, do you know that Mr. Saypol. in w case before 
Judge Goddard, of New York, opposed the granting of any extension 
on May 4, 1950, the day of your telegram ¢ 

Mr. Caupte. I think he did, sir. I don’t know. But I have got a 
vague recollection that the man was presented to the court and Mr. 
Saypol objected to it. 

Mr. DeW inv. You were certainly not content to leave this to Mr 
Saypol’s judgment. 

4 Cavupie. Well, Mr. DeWind, what are you going to do? Let 
me ask you a question. What in the world are you going to de when 
you have a tax case that Mr. Margiotti was trying over in Harrisburg, 
right in the middle of the courtroom, and the man is calling you up! 
And he wants just to finish the case. I think at one time “Mr. Mar 
giotti said, “If you will just let me finish this case and give me 1 week, 
I will be ready to go to trial on this other case.” I have got a vague 
recollection of that. Tcan’t remember in detail. I havea vague recol- 
lection of it. And when the man tells me over the phone, tells me the 
stretch he is in, and particularly when we have hon engaged in a 
tax case, the Storr case, I didn’t think there was anything wrong. 
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Mr. DeWrnp. Just a minute. Wasn't Mr. Saypol one of your 
trusted United States attorneys? 

Mr. Caupte. One of the best in the country, yes, sir. 

Mr. DeWinp. Now, couldn't Mr. Saypol undertake to handle the 
trial of the case ¢ 

Mr. Caupie. No doubt about it, and he did. He did a wonderful 
job. He convicted these people. 

Mr. DeWinp. Did Mr. Saypol know how to run his job up there 

Mr. Caupie. He certainly did, sir. 

Mr. DeWinxp. And didn't Mr. Saypol refuse the extension and 
oppose it in court 

Mr, Caupie. I think he did, if you say it is in the record. 

Mr. DeWinp. Didn't vou know there was a long history of delays in 
this case that had been mentioned on numerous occasions / 

Mr. Caupie. Mr. DeWind, I don’t recall that there were. I tell you 
the only time I really got familiar with the case—I remember I ap- 
proved sending the case out for indictment—was when Mr. Catley 
came over there and talked to me about the case. And about the other 
extensions, I declare, I don’t have any recollection of them. 

Mr. DeWrinp. Well, would you recall, Mr. Caudle, that when the 
“ase came over from the Bureau of Internal Revenue in June of 1945, 
there was a letter from the special agent in the case referring spe- 
cifically to the delaying tactics practiced by the defendants and their 
counsel, to the date of the letter, and bringing that specifically to the 
attention of the Department of Justice? 

Mr. Caupie. No, sir: I don't remember that, Mr. DeWind.  T do not 
remember it. And I tell vou the fact. Lreally don’t remember when 
I approved sending that case out for these people to be indicted. 

Mr. DeW inp. Well, if you know so little about this case and the 
background of it and what had been involved, why were you making 
telephone calls pressuring Saypol ? 

Mr. Cavupie. Mr. DeWind, L wasn’t pressuring Saypol, and | wasn’t 
doing anything unusual, 

Mr. DeWinp. Well, you were sending telegrams to Mr. Margiotti. 
when Mr. Saypol was objecting, saying that you had no objection. 
Do you recall that pressure / 

Mr. Cavupie. Well, I don’t know whether it was pressure, but when 
a very prominent lawyer and an able lawyer is engaged in the trial 
of one of your own cases and you got him confined, and then you have 
another case going to trial, and the man calls vou up, what in the world 
are you going to do/ 

Mr. DeWrnp. Mr. Margiotti was just one in a long succession of at- 
torneys in this case, wasn’t he? 

Mr. Cavuptr. Maybe, but I didn’t know it, Mr. DeWind. 

Mr. DeWinp. If you didn’t know it, then why were you inter- 
fering in the case? 

Mr. Cauprir. Well, I wasn’t interfering. IT was trying to be accom- 
modating to the fellow as best I could. I wanted to pass on the in- 
formation to Mr. Saypol. 

Mr. DeWinv. Didn't you note that the record in the case showed 
that every time it got close to trial a new attorney came into the 
case ¢ 

Mr. Cavuptr. No, sir, I did not ever know that there were more 
than Mr. Bernard Wright and Mr. Caffey and Mr. Margiotti in the 
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ease. Because Mr. Wright had never talked to me about the case. 

Mr. DeW inv. Well, there were three sets of attorneys, and the 
change comes each time the case is ready for trial. 

Mr. Cavupie. Sir? 

Mr. DeWtxp. There are three sets of attorneys, at least, that you 
have mentioned, and the change comes each time the case is ready 
for trial. 

Mr. Caupte. It is not unusual about some of the tax cases over 
there, where t hey stagger attorneys on you. 

Mr. DeWinp. Is that a tactic, a delaying tactic / 

Mr. Caupie. Sometimes it is, sir. Sometimes it is a delaying tac- 
tic. However, I did not know it was a delaying tactic. 

Mr. DeWinxo. If you had read the file, vou would have learned 
that. 

Mr. Caupie. Tf T had read the tile I would, but T tell you when 
that came over to me—and I don’t remember when it did: there 
were just hundreds of files— I know I approved the thing for prose 
cution, because L adopted the recommendation of my men that these 
men were guilty. And I sent it to the United States attorney with 
the request that it be sent to a grand jury. And the only thing I 
read about the case would be the memorandum regarding the prose- 
cution and the reasons for it. 

Mr. DeWinp. Do you recall that shortly after this further exten 
sion was obtained by Mr. Margiotti with the assistance of your tele- 
gram, a petition was presented, not to Mr. Saypol but to the Depart- 
ment of .bustice, concerning the health of Mr. Aaron ? 

Mr. Cavour. Yes, sir. Mr. Catley brought a petition over there. 
Mr. Catley brought a petition over there about that with four or 
live aflidavits of doctors, saving that Mr. Aaron was a very ill man 
and he was too sick to be tried. And I believe they stated that the 
ordeal of a trial would probably result in the mans death. I can't 
recall. It has been so long ago. 

Mr. DeWinxp. All right. Now, that was apparently the first time 
that Mr. Aaron's health had come in question in the case / 

Mr. Catpur. It was the first time. And I understood Mr. Catley 
to tell me it was because Mr. Smith had made a speech out in some 
priace, out in Notre Dame or somewhere, and the speech Was a pre 
pared one, and it was printed, laying down the health policy of the 
Department, that the ordeal of a trial—the Department did not ex 
pect to try a man if they thought it might result in his death. 1 
think Mr. Catfey told me that, sir. 

Mr. DeWinp. All right. Mr. Chairman, I would like to have read 
into the record at this time a portion of a memorandum dated June 
14, 1950, to Mr. Saypol from Murs. Shientag relating to this case and 
specifically to the question of health. 

Chairman Kine. If there is no object ion, it will be read. 

Mr. DeWinp. Mr. Chairman, what | want here is one paragraph 
from this memorandum read, which has been marked and shown to 
Mr. Rothwacks. 

Chairman Kine. Very well, 

Mr. Roruwacks. Mr. Chairman, I request permission to read the 
entire memorandum, which contains only four paragraphs, on the 
ground that the context of the paragraph is more fully explained 
when the whole memorandum is before this committee. 
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Mr. DeWrnpv. Mr. Chairman, this paragraph I want read is not 
out of context, and Mr. Rothwacks has no standing before this com- 
mittee in the matter of determining what should be read. 

Mr. Caupie. I haven’t seen the memorandum, Mr. Chairman, but 
I think the whole thing should be read. 

Mr. Roruwacks. Mr. Chairman, the Attorney General, in his sin- 
cere effort to cooperate with this committee, pursuant to the arrange- 
ments made between you and him, has instructed me to exercise my 
discretion when asked to read into the record portions of any 
memorandum, 

Mr. DeWrnp. I suggest, Mr. Chairman, that Mr. Rothwacks read 
this memorandum to himself and then consider the question of read- 
ing this one paragraph. 

Chairman Kine. Very well. 

(Mr. Rothwacks examines document.) 

Mr. Rormwacks. Mr. Chairman, in my opinion, the remaining 
part of this memorandum is very pertinent and relevant to the para- 
graph which Mr. DeWind wishes me to read, and I request permis- 
sion to read the entire memorandum. 

Mr. DeWinp. Just a moment, Mr. Chairman. 

(Mr. DeWind examines document.) 

Mr. DeWinp. I don’t appreciate what Mr. Rothwacks is saying, 
but I think we will get along faster if we let him read it. 

Mr. Roruwacks. This is a memorandum dated June 14, 1950, to 
Mr. Saypol from Mrs. Shientag, in re: United States v. Jacob Freidus 
and Samuel E. Aaron. 

Special Agent Walters, of the Intelligence Unit of the Bureau of Internal 
Revenue, has today brought to my attention a letter received by him from the 
regional counsel of the Bureau relating to a request by the defendant's attorney, 
Mr. Caffey, to the Department of Justice to have a medical examination of the 
defendant, Aaron. The regional counsel states that the Department of Justice, 
by letter of June 1, 1950, advised “that, in view of the allegations made, it would 
be appreciated if arrangements be made to have Samuel bk. Aaron examined by 
a physician on the Government’s behalf” and that Aaron's counsel will pay for 
the service of an expert whom the Bureau may select. The regional counsel 
then requests of the Intelligence Unit “that arrangements be made to have a 
physician of the United States Public Health Service make an examination of 
Samuel FE. Aaron and to state in his report whether a trial would endanger tax- 
payer's life or unduly aggravate any heart condition he might have. * * *” 
Accompanying the letter is a petition of John W. Caffey, together with the state- 
ments of six doctors. The petition is dated June 1, 1950. 


And this is the paragraph which Mr. DeWind requested to be read: 


On May 5, 1950, defendant's attorneys moved for a 90-day adjournment of the 
trial then set for May 15. At that time, on behalf of Aaron, there was submitted 
a memorandum from a Dr. Silver, referring to his cardiac condition. The Govern- 
ment opposed a long adjournment—pointed out that Dr. Silver was a relative of 
the defendants, and that Aaron had been able to travel throughout the country 
despite the alleged heart condition. Mr. Margiotti said he would request the 
court to designate a physician to make an examination, and Judge Goddard said, 
“Any more on the way of adjournment on the ground of physical condition, you 
should let the United States attorney know in advance.” The court also, in 
referring to telegrams between defendant's counsel and the Attorney General’s 
office, asked counsel if it was not a bit unusual te go over the heads of counsel. 
The motion for an adjournment bevond May 15 was denied. 

Despite the foregoing, Mr. Caffey’s application of June 1, 1950, was made 
without notice to this office. 

Moreover, on June 7, 1950, when the case was again on the calendar for trial, 
I spoke with Mr. Caffey and Mr. Guerin about adjournment. Mr. Caffey did not 
advise me that he had previously made an application to the Department of 
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Justice for abatement of the criminal action against Mr. Aaron, Mr. Aaron was 
in court on June 7 and Mr. Caffey ascertained from him what would be a con- 
venient date for trial early in September, in view of the Jewish holy days. Mr. 
Caffey reported back that his client preferred trial after September 23, that 
being the end of the holy days, but the trial was set down for September 18. 
FLORENCE P. SHIENTAG, 

Mr. Kean. Mr. Chairman, may I ask a question at this point ¢ 

Chairman Kine. Mr. Kean. 

Mr. Kean. In the statement just read by Mr. Rothwacks, there were 
the words “or unduly aggravate his condition.” 

I understood from your testimony, Mr. Caudle, that only in case 
the trial would probably cause his death—— 

Mr. Caupte. That is right, sir. That was our policy. 

Mr. Kean. Now, this memorandum said: “or unduly aggravate his 
condition.” 

Mr. Caupte. Yes, sir. 

Mr. Kean. That is a very different thing. 

Mr. Cavupte. It isa very different thing, you understand. But that 
memorandum as he read was prepared in the United States attorney's 
office in New York, and I don't believe by us. Because if I remember 
the representation made, the man was too ill to be tried and that the 
ordeal of a trial would result in his death. And I think the letters 
they refer to there from the doctors will show that, sir, and I wish 
you had those statements of the doctors read. I wish you would, 
sir. 

Mr. Kran. Under no condition, would you recommend at any time 
that a trial be not held on account of the fact that it would unduly 
aggravate a condition? 

Mr. Cavpite. Mr. Kean, never. And I never have done that, sir. 
It is just a real rugged test that has just got to be tested out with 
the facts about the man’s true condition. And like in a case like when 
the indictment has been returned, it is up for the judge to pass on 
the question of whether or not. It is not up to us. But we will assist 
the court and get the facts about a man’s health. 

Mr. Kean. This was a case for the judge, but in many other cases 
when the trial hasn’t gone as far it is a case for the decision made 
by the Attorney Gener: ‘al and the Bureau, in other cases? 

Mr. Cavupie. It is a rugged test when we decline to prosecute a man 
on account of his health. It is not because it might aggravate his 
condition. I think everybody's condition is aggravated. 

Mr. DeWinp. Mr. Chairman, at this point I would like to have Mi 
Rothwacks read into the record two paragraphs from a memorandum 
dated June 21, 1950, to Mr. Murphy from Mr. Saypol. Mr. Murphy 
was one of Mr. Saypol’s assistants in the United States attorney's 
office. 

Chairman Kine. If there is no objection, it will be read. 

Mr. Roruwacks. The two paragraphs are as follows: 

I telephoned to Mr. Caudle on Monday, June 19, 1950, and discussed with him 
the apparent circumvention of this office. My position is based on the fact that 
I am responsible for the prosecution, and additionally the subject matter of 
the correspondent is one for the court. As a matter of fact, as indicated in 
Mrs. Shientac’s memorandum, it has already been discussed before Judge God 
dard in open court. 

Mr. Caffey is not of record in the case. Mr. Caudle agreed with my views 
and asked that the petition be returned, and in due course if it is remitted if 
will be sent directly to me. 
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Mr. DeWinp. Mr. Caudle, in June of 1950, Mr. Saypol had evi- 
dently spoken to you and objected to the circumvention of his ollice 
which was going on in the case. 

Mr. Caupte. | remember that Mr. Saypol called me about that, and 
he stated substantially what is in that memorandum. And I agreed 
with him. 

Mr. DeWinpv. You agreed with him? 

Mr. Cavupte. I sure did, 

Mr. DeWrnp. You told him that there would be no more circum- 
vention of Mr. Saypol’s office ¢ 

Mr. Caupie. Yes, sir. I told him, Mr. DeWind, if I can recall, 
that I agreed with him, and I wished the case would be heard, 
placed upon the calendar; and try the case. Because attormeys 
coming to us and bringing in these health reports and things—L had 
no other alternative than to tell the lawyer to go and see the district 
attorney. That is what I told Mr. Caffey. 

Mr. DeWinp. All right. In June of 1950, did you not confer with 
Mr. Oliphant in the Bureau of Internal Revenue and ask him to 
arrange to have a health examination made? 

Mr. Cavupie. I do not know whether I did or not. If Mr. Oliphant 
said I did, I did. But I do know they raised the issue of health. And 
I told Mr. Caffey that the matter was up to the United States attorney 
and the judge. And the only thing that we could do was to bring 
the health of this man to the attention of the Bureau of Internal 
Revenue and let him be examined and let the court have the benefit 
of that information if they wanted to, 

Mr. DeWinp. Well, the files show that on June 1, 1950, vou wrote 
a letter to Mr. Oliphant with a copy of the petition that had been 
given to you by Mr. Caffey, and asked for Mr. Oliphant to arrange a 
Publie Health medical examination in the case. 

Mr. Cavore. I think that is correct, sir; yes, sir. 

Mr. DeWinp. Now, isn’t that both circumvention of the court and 
circumvention of Mr. Saypol’s office ¢ 

Mr. Caupie. Now, Mr. DeWind, it is just according to the way you 
are going to look at it and how you are going to interpret the thing. 

Mr. DeWinp. Well, Mr. Saypol looked at it only one way, didn’t he? 

Mr. Cavour. Yes, sir: and Mr. Saypol wanted that question of 
health to be decided by his office, and it was all right with me. Mr. 
Catfey came over there with four or five affidavits and certificates 
from doctors, and I wish those certificates would be read into the 
record. T wish you would read them, 

About this man’s alleged condition. And that was the first time 
it was brought tous. And I know that Mr. Smith and I discussed it. 
I may have discussed it with others in the division. And we knew 
that the only thing we could do was to send it over to the Bureau 
about his health, but the matter would be left up to the judge and the 
United States attorney. And I told Mr. Caffey that, sir. 

Mr. DeWinxp. Why didn’t you just leave it to Mr. Saypol and the 
court in New York to work it out? The matter had already been 
presented in court, had it not ? 

Mr. Cavpre. Yes, sir. 

Mr. Byrnes. Mr. Chairman? 

Chairman Kine. Mr. Byrnes. 
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Mr. Byrnes. Do I understand that the letter from Mr. Caudle to 
Mr. Oliphant was subsequent to the call that Mr. Caudle received 
from Mr. Saypol objecting to the circumvention of the office in New 
York? What is the time element there ¢ 

Mr. DeWinp. The call from Mr. Saypol came on June 19 of 1950. 
The letter requesting a public health examination was dated June 1, 
L950. 

Mr. Caupie. That was, then, what Mr. Saypol was calling me about, 
about this petition. No doubt that was what his telephone call to me 
was about. 

Mr. DeWrnxp. Oh, you think Mr. Saypol had learned of the Public 
Health examination ¢ 

Mr. Caupte. I think you just read a memorandum there awhile ago 
about the regional counsel's office, between Mrs. Shientag and Mr. 
Saypol. 

Mr. DeWinp. I believe you are right. It was Mr. Kemper. 

Mr. Cavupie. I didn’t hear. Isn't that right? 

Mr. DeWinp. I believe Mr. Kemper, the regional counsel, must have 
brought it to the attention of Mr. Saypol. 

Mr. Caupir. He did, sir. 

Mr. DeWinv. Didn't you say that after an indictment had been ob- 
tained the Department of Justice would have nothing to do with the 
health policy ¢ 

Mr. Caupte. Mr. DeWind, we usually have not anything to do with 
the health policy after indictment. But there has been exceptions. 
There has been exceptions to that rule. There has been exceptions. 

Mr. DeWinpv. What is the basis for the exception ? 

Mr. Caupie. Well, because sometimes the United States attorney 
does not want to assume the responsibility. 

Mr. DeWinp. Did Mr. Saypol indicate he didn’t want to assume it 4 

Mr. Cauptr. No, sir, he did not. 

Mr. DeWixp Why was an exception made in this case, sir? 

Mr. Caupie. | tell you, you can get Mr. Saypol and Mr. Caffey up 
here, but I think when he raised the issue, in my opinion, he would 
have to present the whole thing to the court, the whole thing to the 
United States attorney, it was up to the court, would not be up to us, 
and the only good that referral to the Public Health would be the in- 
formation, of whatever value that would be up to the judge. 

Mr. DeWrxp. What you are saying is that when Mr. Saypol called 
you and politely invited vou to get out of his case, you said you would. 
Isnt that what it came down to? 

Mr. Cavupte. When Mr. Saypol called me about that matter, Mr. 
DeW ind, that was when the regional counsel had brought the matter 
up. And I remember very well Mr. Saypol giving me a ring on the 
phone. And I think I told the gentleman—I can’t remember what he 
said, it was so far back, but I think the question was up to him and the 
court—these matters being presented to us down here—and they ought 
to be presented to the court. 

If you want me to give you some examples of some exceptions to 
that rule, I will be glad to do so, sir. 

Mr. DeWinpv. Do you know of any reason why an exception was 
made in this case / 

Mr. Cavupte. None whatsoever, except that I told him that would 
have to be brought before the court. 
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Mr. DeWtnp. The only basis for any exception were the constant 
inquiries by Mr. Caffey and Mr. Margiotti asking you to interfere in 
the case. That is all I have seen so far. 

Mr. Caupte. Well, now, Mr. Margiotti called me about his situation 
over there in Harrisburg, trying the Storr case. But you have got to 
bear in mind, Mr. DeWind, that a lot of those memoranda passing 
between the United States attorney and his assistant were about con- 
ferences that Mr. Caffey had in New York which I didn’t know a 
thing in the world about. 

Mr. DeWrnp. I wasn’t talking about that. I was talking about 
your particular part in the case, during the year and a half after it 
was brought to indictment. 

Mr. Caupie. I wanted the case to be tried, sir, and I don’t think I 
did anything to interfere with it except the one time I called up 
Mr.—— 

Mr. DeWrnv. You engineered at least three delays. 

Mr. Caupie. Don’t charge that to me now, because I don’t think I 
did, Mr. DeWind. I just don’t think I did. 

Mr. DeWinpv. Well, your office clearly produced three delays in 
the case, and in two of them the record specifically shows your partici- 
pation, I think. 

Mr. Caupte. In two of them. That may be right about one time 
with Mr. Murphy, and when Mr. Margiotti called me. Now, I don’t 
know what is wrong about that. You get these calls from attorneys. 
You are trying to be courteous to them. I don’t know what else you 
ean do. 

Mr. Gattacuer. Mr. DeWind, just a moment, please. 

(Mr. Gallagher consults with Mr. Caudle.) 

Mr. Cavupte. Let me ask you this, Mr. DeWind: This last post pone- 
ment, when Mr. Saypol opposed it, did the court grant the postpone- 
ment over his objection? Did the judge do it / 

Mr. DeWrnp. The records in your files that we have been able to 
obtain do not indicate what happened. 

Mr. Caupie. Well, don’t you have the United States attorney’s file 
there / 

Mr. DeWinvo. We do. We were able to get the United States attor- 
ney’s file. 

Mr. Caupte. I want to know what the judge did in the thing. It 
was before him, sir. 

Mr. DeWinp. The case was sent down for trial in September of 
1950. 

Mr. Caupuie. Yes, sir. 

Mr. DeWinp. Now, there is no record—— 

Mr. Caupte. Doesn't that indicate, Mr. DeWind, that the court 
himself postponed the case over the objection of the district attorney ? 
Doesn't it indicate that, sir? ; 

Mr. DeWinp. Well, how does that bear on this situation ? 

Mr. Caupie. Well, you are inferring here that I am getting the case 
deferred over to September of 1950. And it shows the whole thing is 
in the court’s hands. He is the only one who could continue this case, 
sir. 

Mr. DeWinv. Well, what I am talking about here is your participa- 
tion in the case and why the matter wasn’t left to Mr. Saypol. Do you 
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think Mr. Saypol was acting improperly in the matter and you had to 
interfere ¢ 

Mr. Caupie. No, sir; | don’t think he acted improperly in anything, 
sir. I think he is a very honorable man, and I have a lot of con- 
fidence in him. He ran a very fine office up there, too, sir. But why 
should I be so penalized here by you because I made a call from Mr. 
Catfey to Mr. Murphy and because Mr. Margiotti was trying a case 
over to Harrisburg and I sent a telegram to Margiotti about the thing ¢ 
I was hoping the case would get out of the way. 1 was tired of hearing 
about it. And all these letters and things—everything is sent out in 
my name. All the telegrams are sent in my name. My men have au- 
thority to do it without consulting me anyway. The Section Chief, 
the First Assistant. I was not the only one who conferred on cases. 

The inference here seemed to be that every, every, every thing that 
was done, I did it all by myself. My soul! I had lawyers in there I 
consulted with all the time, attorneys coming in to see me. 

Mr. DeWinp. You may or may not understand, Mr. Caudle, that we 
were able to get access to these files only within the past day or two, 
and specifically this particular file we got late yesterday afternoon, 

Mr. Caupie. Well, sir, | haven't had a chance to see any of them. 
I don’t know what is in them. I can’t remember. I wanted to get the 
everlasting case tried and out of the way, though. I know that. 1 
told Mr. Caffey so. 

Mr. DeWinp. Well, Mr. Caudle, so the record may show the situa- 
tion,on May 4, 1950, Mr. Saypol objected to any further continuance in 
the case before Judge Goddard in New York. On May 4, 1950, your 
telegram went to Mr. Margiotti saying the Department of Justice 
would have no objection to a further delay. And on or about May 12, 
1950, Mr. Saypol withdrew his objection to the delay on the basis of 
that telegram. 

Mr. Caupie. Now, was it based on that telegram? Was it based on 
that telegram, Mr. DeWind¢ You are making that statement, and I 
don’t believe that to be true. 

Mr. DeWinp. I believe that to be true, and I believe Mr. Margiotti 
will so state. 

Mr. Caupir. But you are surmising a whole lot here, because these 
men were going before the judge in New York, Mr. Margiotti was, 
and you are leaving the inference here that a courteous telegram | 
had was the basis. That was when Mr. Saypol, I think, gave me a 
ring on the phone. And there was an inference, because I sent the 
telegram | was so all-powerful on the case. 

Mr. DeWinp. On May 12, 1950, there is a record that you made a 
telephone call to Mr. Saypol, you to Mr. Saypol, not Mr. Saypol to 
you, in which you informed Mr. Saypol that you did not wish to put 
him in any embarrassing position, you were loath to communicate with 
him any more about the matter at all, but you would like for him to 
withdraw his objeetion to a continuance. 

Mr. Caupte. Well, now, I may have said that. 

Mr. DeWinp. The memorandum with your signature on it says so 

Mr. Caupie. Wasn't Mr. Margiotti at that time engaged in the trial! 
of a case over in Harrisburg / 

Just answer my question. 

Mr. DeWinp. I just don’t know. 
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Mr. Caupie. I think it is unfair for you not to. IT wish you would 
find out. The man is up to his neck in the trial of a case over in 
another case. Mr. Margiotti told me over the phone: just give him 7 
days after this case was over. 

Mr. DeWinp. Mr. Caudle, why weren't these matters given to Mr. 

Saypol, who was responsible for the case? 

Mr. Cavpie. You sure have asked that question a lot of times, and 
I don’t know how else I could answer it. I will tell you now, a lot 
of cases that go out to United States attorneys, it has been our policy 
not to interfere with them, and yet we can hardly he ‘Ip it, because of 
attorneys and because of requests made to communicate with the 
United States attorney, who runs his docket. 

Mr. DeWrnn. In view of the fact that you received a $5,000 com- 
mission in the Larry Knohl airplane deal in 1950, you surely do not 
make a serious objection as to the facts in this case / 

Mr. Caupte. No, sir: but T want all the facts brought in. 

Mr. DeWinp. That is all we are trying to do. 

Mr. Caupite. And I did not receive a commission from Mr. Larry 
Knohl either. I received it from Mr. Stonnell. and it was his sug- 
gestion, and | got the full approval of the Attorney General to co it. 

Mr. DeWinp. You have indicated earlier, Mr. Caudle, that the 
position of the head of the Tax Division, in these cases is one of 
tremendous responsibility and fine judgment, which should not be 
anything but disinterested. 

Mr. Cavpie. And I think the file will show that I was anything 
but disinterested about the matter, there. IT was trying to get the 
case tried, I wanted to, when Mr. Margiotti, who was a very able 
lawyer, is in the trial of another case and calls you up-—I am being 
penalized for it, and T can’t help that. Tean’t help it, to save my life. 
Mr. Knohl did net know one thing in the world about me receiving 
a Commission. 

Mr. DeWinv. All right. Now, do you recall that in August or 
September of 1950, the court in New York appointed a Dr. Hitzig 
to make a medical examination of Mr. Aaron? 

Mr. Cavpie. I do not know, sir. 1 don’t know for sure. T think 
the court did have this man examined on his own motion or upon the 
motion of the attorneys. 

Mr. DeWinp. Mr. Chairman, at this point in the record, 1 would 
like to have inserted a copy of a court order of the Honorable Ed- 
ward Weinfeld, United States district judge for the southern district 
of New York, which recites that by order of the court on September 
id, 1950, Dr. William M. Hitzig, of 787 Park Avenue, New York, 
N. Y .. Was appointed to examine the defendant, Aaron, and to file a 
written report of such examination as soon as possible. 

The record further recites that Dr. Hitzig’s report: was filed on 
September 25, 1950, and it concludes by saying: 


Ordered, adjudged, and decreed that the said defendant, Samuel E. Aaren, 
should proceed to trial herein on this Indictment C 129-125. 

It is signed by Edward Weinfeld, United States district judge. 

I have a certified copy of that order, certified by the clerk of the 
District Court of the United States for the Southern District of 
New York. [ would like to have it placed in the record at this point. 

Chairman Kine. If there is no objection. 
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(The material referred to is as follows :) 


UNITED STATES OF AMERICA, 
Southern District of New York, ss: 

I, Wittram V. Conneti, Clerk of the District Court of the United States for 
the Southern District of New York, do hereby certify that the writings annexed 
to this certificate have been compared with their originals on file and remain- 
ing of record in this office; that they are correct transcripts therefrom and of 
the whole of the said originals. 

IN TESTIMONY Wuereor I have hereunto subscribed my name and affixed the 
seal of the said Court at the City of New York, in the Southern District of New 
York, this 2Sth day of November in the year of our Lord one thousand nine 
hundred and fifty-one and of the Independence of the United States the One 
Hundred and seventy-sixth. 


[SEAL] Wirtram V. ConNELL, 


Clerk, U. 8. Dist. Court. 
Unrrep Srates Disrricr Court 
SOUTHERN DISTRICT OF NEW YORK 
United States of America v. Samuel BE. Aaron and Jacob Freidus, defendants 
NOTICE OF SETTLEMENT 


Sir: Piease Take Norice that the within Order will be presented for settle- 
ment and signature to the Clerk of the United States District Court at his office 
in the U. S. Court House, Foley Square, Borough of Manhattan, City of New 
York, on the 28th day of September 1950, at 11: 00 o'clock in the forenoon or as 
soon thereafter as counsel can be heard. 

Dated: New York, N.Y. September 26, 1950. 


Yours, etc., ° 
Irvine H. SAYPor, 


United States Attorney, Southern District of New York, Attorney for 
Plaintiff. Office & P.O. Address: U. 8S. Court House, Foleu Square, 
Borough of Manhattan, City of New York. 

To: Myers & GueERIN, Esqs., 
60 Wall Street, 
New York, N.Y. 


At A Sratep Term or THE UNrrep States District Court, HELD IN AND FOR THE 
Sournern District or New York, Unrrep States Court House, Borover or 
MANHATTAN, CITY AND STATE OF NEW YORK, ON THE ZSTH DAY OF SEPTEMBER 
1950 


Present : HonoranLe Evwarp WEINFELD, United States District Judge. 
United States of America v. Samuel BE. Aaron and Jacob Freidus, defendants 
Orxver C 129-125 


The defendant, Samvuet E. Aaron, having moved this Court for an order ap- 
pointing a physician to examine him to determine whether or not he is physically 
able to proceed to trial herein, and for an order adjourning the trial herein until 
after such physical examination has been had, and Doctor William M. Hitzig, of 
787 Park Avenue, New York, N. Y., having been appointed by order of this Court 
dated September 15, 1950, to examine the said defendant and to file a written 
report of such examination with this Court as soon us possible, 

And such report by Doctor William M. Hitzig having been filed herein on the 
25th day of September 1950, now, therefore, it is 

ORDERED, ADJUDGED, AND DECREED that the said defendant, Samcern E. Aaron, 
should proceed to trial herein on this Indictment C 129-125, 

EpWARD WEINFELD, 
United States District Judge. 


Mr. Caupie. Now, Mr. DeWind, then that means that the judge 
passed upon the issue of health himself and found this man was 
physically fit to stand trial; is that right ? 
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Mr. DeW np. Let’s come to that, Mr. Caudle, in a minute. 

Mr. Caupie. I just want to keep the record open, to keep it right. 

Mr. DeWunp. It is perfectly clear that Judge Weinfeld directed 
Mr. Aaron to stand trial following submission of Dr. Hitzig’s report. 

Mr. Gavvacuer. What was the date of that order, Mr. DeWind ¢ 

Mr. DeWinp. The date of the order is September 28, 1950. 

Mr. GautAcuer. Thank you. 

Mr. DeWinp. The file number is C 129-125. 

Mr. Caupte. That was dated what, Mr. DeWind? 

Mr. DeWinp. September 28, 1950. 

Mr. Caupte. Do you know how long the trial lasted ? 

Mr. DeWtnp. I don't know for the moment, but let’s try to make a 
record. 

Mr. Chairman, do you think it now might be appropriate to recess? 
Would 2:15 be agreeable? 

Chairman Kine. The committee will recess until 2: 15. 

(Whereupon, at 12:45 p. m., a recess was taken until 2:15 p. m., 
this same day.) 

AFTERNOON SESSION 


(The subcommittee reconvened at 2:15 p. m., pursuant to recess.) 
Chairman King. The subeommittee will be in order. 


TESTIMONY OF THERON LAMAR CAUDLE—Resumed 


Mr. Caupte. Mr. Chairman, may I make a statement, sir? 

Chairman Kine. You may. 

Mr. Cavupie. Yesterday, Mr. Curtis asked me if anybody from 
either one of the major political committees had called me about any 
case, and I remember I told Mr. Curtis that my best recollection was 
that a young lady was the only one who had called me. 

Now, [ am mistaken about that, but it didn’t occur to me until I 
came over in the car here from lunch. I do remember, and I want 
the record to show that Mr. Neale Roach, of the Democratic Commit- 
tee, called me about a case one time, about a case that was already 
under indictment, and I can’t recall the case now. And at one time 
Mr. Asa Carraway called me, of the Democratic Committee, and I 
can't for the moment recall what case that was. 

I do want the committee to know all that I know, and I do know 
that they did, and I am sorry to bring their. names into it, but it is 
nothing but fair that you should know so, and T would have said it 
yesterday if it had occurred to me, and it didn’t until just a little 
while ago. 

Mr. Byrnes. What did they ask you to do? 

Mr. Cavupie. I don’t remember, Mr. Byrnes. Mr. Neale Roach 
called me and he came over to see me about a case that an indictment 
had been returned on, or information had been returned, in New York 
in the southern district, and I can’t recall the name of the case now. 

Mr. Byrnes. Did you make a memorandum of it at the time and 
put it in the file? 

Mr. Caupte. I made no memorandum about many calls. Tt was a 
very brief conference, [ remember: and I think that Mr. Asa Carraway 
called me once, and the best I can recollect, and T think he called me 
about the Ripps-Mitchell case in Alabama, and I am not sure, but I 
think he did. 
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Mr. Byrxers. When Mr. Roach contacted you, do you remember 
anything at all as to what he wanted you to do 

Mr. Caupie. No.sir. What he really was trying to do, Mr. Byrnes, 
if I remember it correctly, he was trying to tind out the facts about 
the case, and it was a case that we had sent up to New York, and an 
information was filed, and he came over to see me, and [ told him that 
in mv opinion, the Government was voing to proceed in the case 
whenever the United States attorney was able to do se. And my best 
recollection is that LT told him that these men were also under further 
investigation. That terminated the conference, and | don’t think the 
gentlemen have ever mentioned it to me again. 

Mr. Byrnes. It is vour recollection that Mr. Roach was only con 
tacting vou to obtain information relative to the status of the case ¢ 

Mr. Cacpre. Relative to the status of the case. 

Mr. Byrnes. What about Mr. Carraway’s conversations with vou? 

Mr. Caupie. [just can’t remember what that conversation was, Mr. 
Byrnes. If L remember, it was about the Ripps-Mitechell case, and I 
think it was about when the indictment had been returned or when I 
sent the case out, and I can't remember what he told me about it. ana T 
just don't recollect it, sir. 

Mr. Byrnes. Your memory is that he contacted vou after you re- 
ferred the case out to the United States attorney ¢ 

Mr. Cavpie. Tam sure it was, my best recollection is, after T sent 
the case out to the United States attorney, yes, sir. 

Mr. Byrnes. You do not recall whether he wanted anything more 
than facets about the case ¢ 

Mr. Caupur. Novsir. DPthink he wanted to know what I was going 
to do, and [TE told him T was determined to prosecute the people, and 
that is mis best recollection. 

Mr. Byrnes. Did he ask you to go easy with them, or anything 
like that ? 

Nir. Caupur. No, sir: neither one of the two ventlemen did that. 
Neither one of them did. They just really wanted to know whiat my 
intentions were: and l told them what ry intentions were. That is 
rin best recollection. 

I would have told about it vesterday, and I didn't think of it until 
a moment ago, and it may be that someone else called me, but at 
the moment I simply ean't think of it. But if it does come to me, 
I sure will tell vou. 

Mr. Byrnes. LT believe vou said in the Roach case you made no 
memorandum : ane lid you make an memorandum ot the Carraway 
eall ¢ ; 

Mr. Caupir. No, sir, Congressman. DT will tell vou why. T very 
seldom had the time to make memoranda, and the calls came in so 
fast at my office, and if we had a conference with anybody, if we had 
a conference | would ask one of the gentlemen who sat in to make 
a memorandum for the file. 

Mr. Byrnes. You did not make a memorandum of the individuals 
who expressed interest in the case? 

Mr. Caupur. Nov sir. If that was done. I would have to be die- 
tating memorandums almost every few minutes. 

Mr. Byrnes. As I understand it, these are the only two people 
who held official positions in either of the two political parties, the 
committees, that have contacted you? 
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Mr. Cacpie. The best I can recollect, and they were the National 
Democratic Executive Committee, and not the Republican Commit- 
tee. IT wish that I could remember the conversations, and I do re- 
meniber that I told them and they were spaced apart—I told them 
that | was going to pursue the matter, and as best I can recollect they 
wanted a status report about the matter, and that is what I told 
them. 

And Ido want you to know, Mr. Chairman, that if I can think of 
any other time that anvbods called me, | want the committee to 
know, because I didn’t make memoranda of these things, and I hope 
that the committee don’t think that L have to remember everything. 
It is just almost impossible. 

Chairman Kine. The committee understands that. 

Mr. Cavupie. If there is anything else, I will tell you, if it comes 
to me. 

Chairman Kine. Very well. 

Proceed, Mr. Counsel. 

Mr. DeWinp. Mr. Caudle, after the. various delays in bringing 
this case to trial that we discussed before lunch, do you recall that 
the case was finally set for trial on September 22? 

Mr. Cavupur. No, sir: 1] don't remember that, Mr. DeWind. LT know 
it was set for trial right after the summer months were over, and do 
you mean—— 

Mr. }i Wiunp. | beleve the record dloes show it Wis set for trial, 
T will try to establish that. 

Mr. Cavorie. Was that set by the court in May, when the court con 
tinued that / 

Mr. DeWinp. That I cannot tell. 

Mr. Catone. T wish vou would clear that up, please, sir. 

Mr. DeWinxp. Mr. Candle, there appears in the record a memoran 
dum to Mr. Murphy signed by Florence P. Shientag. 

Mr. Cavorie. That is in the United States atforney’s office in New 
York. and not in the Justice Department. 

Mr. DeWinp. That is right. It is dated September 14, 1950, 

Mr. Chairman, may I have Mr. Rothwacks read the first portion 
of this memorandum 4 

Chairman King. If there is no objection, that will be done. 

Mr. Roruwacks. Task the chairman’s permission to read this entire 
memorandum, which states that the following cases are to be adjourned 
as indicated: ; 

September 18, 1950: Cases on calendar, September 18 and 20. Memorandum 
to Mr. Murphy: 

Under the heading “The following cases are to be adjourned as indicated, 
September 18, 1950." 

Samuel Aaron and Jacob Freidus—adjourned to October 2. Physical exami- 
nation of defendant Aaron and his report thereon are pending. 

Zobell, Charles Aaron, et al.—adjourned to October 9%. 

Long Hedick—adjourned to October 20. 

Florence Cole and Dora Sach—adjourned to October 23. 

Under the heading of September 20, 1950: 

A. B.C. Freight Forwarding Co.—-adjourned to October 18. 
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Mr. DeWinp. The only thing that relates to this matter is the first 
paragraph of it, which says that the Aaron-Freidus case is put over 
until October 2 because of the pending medical examination. 

Mr. Caupte. Yes, sir. Do you know whether or not that was made 
upon the motion of the attorneys for the defendants before the court, 
to have the man examined, or not ? ; 

Mr. DeWrnp. No, Mr. Caudle; I just don’t know. 

Mr. Cavupte. 1 wish you would find out for me, Mr. DeWind. 

Mr. DeWinv. Let us go ahead. I don’t think that that would be 
very relevant here. 

Now, you will recall it was on September 18, 1950, that you received 
the check for $5,000 representing the commission on the plane that 
Mr. Larry Knohl purchased. 

Mr. Cavupie. That is right. 

Mr. DeWrnp. Now, as soon as you received that check, did you then 
have the conversation with the Attorney General that you referred to? 

Mr. Cavupte. Yes, sir. 

Mr. DeWinp. I think that September 18 was a Monday; was it on 
a Monday, can you recall ? 

Mr. Caupte. I do not remember when it was, and I don’t remem- 
ber the date of the check, but I remember I went up to see the Attor- 
ney General when I received the check. 

Mr. DeWinpv. Was this in his office, or at his home? 

Mr. Cavupie. It was at his home. 

Mr. DeWrnp. Does the fact it was at home help at all to establish 
a day, or not ¢ 

Mr. Caupie. No, sir; it does not. It may have been on a Sunday, 
or Saturday, or I just don’t know. 

Mr. DeWinp. Well, the bank records indicate that the check was 
cashed or deposited on September 19 and cleared on September 20; 
and, as I understand it, you had had your conference with the At- 
torney General before you cashed the check ? 

Mr. Caupte. I do not remember, Mr. DeWind; I just don’t remem- 
ber. I know this: When I got the check, I know I talked it over with 
Mrs. Caudle, and I told her, and we both agreed that I ought to see 
the Attorney General because of the fact that Mr. Knohl was inter- 
ested in the Aaron-Freidus case, and I didn’t want any criticism to 
come from it. And when I put it in, with my conversation with him, 
I just don’t know, sir. ; 

Mr. DeWixp. Did you have the check at that conference ! 

Mr. Caupte. I do not know, but I had a letter. 1 believe I had a 
letter from Mr. Stonnell explaining the check. 

Mr. DeWtnxp. Well, do you remember saying, “I told Mr. Me- 
Grath—and, now, I want you to know the facts about this matter 
‘I have this check, and here is a letter from Mr. Stonnell about the 
matter, and I would like you to know that Mr. Larry Knohl has 
Lought the plane; the transaction has been completed, and it has been 
voing on for about 3 months; and that Mr. Knohl has two friends 
that are under indictment in New York City, and that these men are 
certainly going to be tried without any question at all; that this trans- 
action, in my opinion, has no connection with it. 

Do you remember that? 
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Mr. Caupie. That was substantially what the conversation was 
about. 

Mr. DeWtnp. That is accurate; is it ? 

Mr. Caupte. I know I told the Attorney General, Mr. DeWind, 
that Mr. Knohl had organized an oil company out in Kansas, and the 
man had called me over the phone, wanting to buy a plane, and I had 
seen Mr. Stonnell’s plane, and Mr. Stonnell was an old friend of mine 
and Mr. Stonnell wanted to sell it. So, I told the Attorney General 
that Mr. Larry Knohl was a friend of these two men that were in- 
dicted, and that they were going to try it, and I thought the trial date 
had been set, and that nothing was going to interfere with the trial, 
because I thought the men were guilty and they would certainly be 
tried. And he told me that he could see no connection between the 
cominuission coming from Mr. Stonnell and a separate transaction 
where the Government was not involved, and he thought it was all 
right for me to have it, and it was proper for me to have it. And, if he 
had said to the contrary. it would have been returned to Mr. Stonnell. 

Mr. DeWinv. In other words, let me get one thing down. In this 
report of what you said, you said “I have this check.” That is what 
you told the Attorney General: “I have this check.” Now, that must 
have indicated that you had received the check at that time. 

Mr. Caupie. Well, now, I had received the check, Mr. DeWind; and 
whether I had the check in my hand or had deposited it before I saw 
the Attorney General, I cannot recall. But I do know that I told him 
every detail about the thing and got his permission to receive it; and, 
if he had registered any objection to it, it would have been returned 
to Mr. Stonnell. 

Mr. DeWinxp. And no objection was registered, you say ¢ 

Mr. Caupie. None was registered. 

Mr. DeWinp. Now, did you say that “Mr. Knohl did not know I 
even would get a commission on it” 4 

Mr. Cavupte. Mr. Knohl did not know, Mr. DeWind, that I was to 
receive a commission on that plane. 

Mr. DeWinpb. Do you think that would make a difference ¢ 

Mr. Caupie. Sir? 

Mr. DeWinp. Would that have made a difference ? 

Mr. Caupte. Well, I do want to say, on the part of Mr. Knohl, that 
he did not know. 

Mr. DeWinp. Would that have made a difference if he had known? 

Mr. Caupte. It would have made no difference to me about the trial 
of that case, sir. 

Mr. DeWinp. That is not what I am asking. Would you have had 
any different feeling about accepting the check if Mr. Knohl had 
known that you were getting it / 

Mr. Caupte. No, sir; I wouldn't have had any, but I would have 
told the Attorney General about it just like I did. 

Mr. DeWryp. Do you think that that would make a difference, 
whether Mr. Knohl should know about it or not? 

Mr. Cavupte. I don’t think so, but I want to say on the part of Mr. 
Knohl that he did not know that I was going to receive a commission 
in the matter at all. He had no idea I was, and I don’t think the man 
ever found out about it; and he didn’t find out about it until way 
long after these men had been tried and one had been sentenced to 2 
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years and one was sentenced to 4 years. But I didn’t want to do 
anything wrong. 

Mr. DeWinv. Did Mr. Knohl learn ultimately that you received a 
conunission ¢ 

Mr. Caupue. Yes, sir; I think he did. I am almost sure he did, sir. 
It was a pretty good while, after that, that he found out. 

Mr. DeWunp. A pretty good while? 

Mr. Caupie. Well, I think it was a substantial time after the trial 
was over, and these people were in jail and had been sentenced. 

Mr. DeWinp. All right, so I understand it, you say that you told 
the Attorney Ge neral that you had the check, and that Mr. Knohl had 
been interested in the case, and that the defendants were certainly 
going to be tried, and that they had already been indicted, and that 
Mr. Knohl did not know you were going to get a commission, and 
would it be all right to go ahead ? 

Mr. Caupie. I didn’t think I told the Attorney General that Mr. 
Knohl did not know, because that was not material to the thing, 
and 

Mr. DeWinp. Well, vou told us earlier that vou did say to the At- 
torney General “Mr. Knohl did not know T even would get a com- 
mission on it.” 

Mr. Caupie. That is right. 

Mr. DeWinp. You did tell the Attorney ¢ reneral that ? 

Mr. CAup.e. Well, if 1 made that statement to you in executive 
session, I think I was in error, because I don’t believe I said that. 

Mr. DeWinp. Did vou tell the Attorney General that Mr. Knoht! 
did know about the commission / 

Mr. Cacpue. No, sir. 

Mr. DeWinp. You just didn’t mention the topic é 

Mr. Cacpue. No, sir, because Mr. Knohl did) not know anything 
about i commission, 

Mr. DeWrxp. But you don’t think you said so? 

Mr. Caupie. I know I didn’t say so to the Attorney General, or 
to anvbody, and Iam sorry that vour records show that IT said that, 
if it cid Sis that the ek (general knew that Mr. Knol! knew, 
or the Attorney General knew that IT knew that Mr. Knohl knew, 
that I was rong to get the COMMISSION, because TL didn’t do it. 

Mr. DeWinp. You are getting corrftised about what the record 
ere Suh =. 

Mr. Caupir. I 

Mir. De Winn. Just a moment, Iwill vet it stra elit fo) Vou. 

What the record said here is that you told the Attorney General 
that Mr. Knohl did not know that vou were going to get a com- 


] 


Hhiisslon, 

Mr. C'A\t DLE. Now, maybe l did, but I don't recall that | did. 

Mr. DeWixp. You don’t remember saying to the Attorney General 
“Knohl doesn’t know Lam going to get a commission” / 

Mr. Cavuprie. T don't remember that. sir: I jist don’t remember. 
suit, Twill tell vou. T did tell the Attorney General that Mr. Knohl 
was a close personal friend with two men who were indicted, and 
that we felt they were guilty, ana could not resist the conviction. 
And he said, “It seems to me this is a separate transaction, with the 
diovernment not invelved in it, involving an oil company out 
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Kansas City. and LT think it is all right and proper for you to have 
it, provided you take your wife to New York.” 

Mr. DeWinp. And you went ahead and accepted the check ? 

Mr. Caupie. Yes, sir. 

Mir. GaLnacuer. Give me the page reference of the transeript, will 
vou, Mr. DeWind ¢ 

Mr. DeWinp. Yes. It is on page Iso. 

Mr. Gannaciuer. Where is it on the page 

Mr. DeWinp. In the middle of the page, 189, and it says: 

These men are certainly going to be tried without any question at all, but 
this transaction, in my opinion, has no connection with it, because Mr. Knohl 
did not know Teven would get a Commission on it. 

Mr. Cavorr. T may have told the General about that: and, if 1 
told him that, it certainly was the truth, because the gentleman did 
not know. and it was none of his business, anyway. 

Mr. Dr WIND. After the receipt of this commission, the 85.000 com- 
mission, did you play any active part in the case 

Mr. Caupie. I don’t remember that [ did, except I wanted the 
case tried. 

Mr. DeWinp. You wanted the case tried / 

Mr. Cavuone. Yes. sir: T wanted the case tried. and [T do not know 
when the health report was brought to me, and PT don't remember that, 
sir. 

Mr. DeWinp. Well, all right, did you have any conference in this 
case after vou received the commission / 

Mr. Cxvoie. Did Ihave any conference at all? 

Mr. DeWinp. Yes. 

Mr. Caupie. T don't think, Mr. DeWind, T had a conference with 
anvone that [can remember. 

Mr. DeWinxp. Did you take any significant act in relation to the 
case, after you got the commission ¢ 

Mr. Caupie. None that Tecan remember. and Twas anxious for that 
Case to be tried and ort ot the way, sir. | rat the commission on 
the Isth of September. and the case began to be tried on October 5; 
was it not 4 

Mr. DeWinp. October 9. 

Mr. Cavupie. Well, let me ask vou this question: Wasn't the date 
already set for trial when [ received the commission / 

Mr. DeWinxv. Well, apparently it was, and there is a notation Mr. 
Rothwacks just read. indicating the case had been set down tor Octo 
ber 2; and now, then, apparently something happened after that, and 
it was actually tried on October %. 

Mr. CAUDLE. Well, but you wouldn't charge that up to me, would 
you, Mr. DeWind / 

Mr. DeWtinp. No, indeed. 

Mr. Cavupue. It is a matter for the court. and T wanted the case 
tried, and L told the attorneys I felt like they couldn't resist a convie 
tion to save their life. 

Mr. DeWinv. Now, Mr. Caudle, T would like to show you a memo 
randum dated October 4. 1950. which is marked “Memorandum for 
File” and the file-record notation indicates it is a “Chief Counsel” 
file in the Bureau of Internal Revenue, and this memorandum is dated 
October 4, 1950. 
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Mr. Caupte. Who filed that? What memorandum is that? 

Mr. DeWrnp. I am going to show it to you in just a moment, and 
it is signed “Richard C. Schwartz, Assistant Head, Penal Division.” 
Now, Mr. Schwartz is the Assistant Head of the Penal Division of 
the Bureau of Internal Revenue ? 

Mr. Caupte. I know him. 

Mr. DeWinp. Could you take a look at this memorandum? 

Mr. Caup.e. Yes, sir. [Document is handed to the witness. | 

Mr. DeWinp. Would you read the memorandum ? 

Mr. Caupte. Yes, sir; I will be delighted to read it, sir. 

OcToser 4, 1950. 
In re Jacob Freidus and Samuel E. Aaron, Brooklyn, N. Y. 

Mr. Oliphant advised me that he had discussed with Mr. Caudle the question 
of the physical condition of Samuel E. Aaron as reflected by medical reports of 
a court-appointed physician, and that Messrs. Oliphant and Caudle had agreed 
that Aaron should not be prosecuted on the basis of the medical findings. 

Mr. Oliphant requested that I look at the files and take any action necessary 
to recall any previous request for a Public Health examination, such examination 
being unnecessary in view of his discussion with Mr. Caudle and the agreement 
reached between them. 

Mr. DeWinp. Now, this is dated October 4, 1950? 

Mr. Caupte. October 4, 1950, and I remember that Mr. Oliphant 
called me about some findings of Mr. Aaron, and I just can’t be 
accurate about it. 

Mr. DeWinv. Mr. Oliphant called you? 

Mr. Cavupte. I don’t remember, but I believe he did, and I don’t 
know about the health of this man, and I just don’t remember now, 
Mr. DeWind, but I know that there was no agreement for us not to 
prosecute this man Aaron, because it was to be left to the court. 

Mr. DeWinpv. Well, now, this memorandum, you notice, states that 
“Mr. Oliphant advised me”—that is, Mr. Schwartz—*“that he had 
discussed with Mr. Caudle the question of the physical condition of 
Samuel E. Aaron as reflected by medical reports of a court-appointed 
physician, and that Messrs. Oliphant and Caudle had agreed that 
Aaron should not be prosecuted on the basis of the medical findings.” 

Now, just hold it a moment, Mr. Caudle. 

Mr. Caupie. All right, sir. 

Mr. DeWinp. Prior to that time had you obtained a copy of Dr. 
Hitzig’s report which had been prepared for Judge Weinfeld ? 

Mr. Cavupie. IT don’t know, sir, and I remember when Mr. Caffey 
brought in this petition, to which I believe there were attached four 
or five statements of the condition of Aaron, and I believe all of these 
doctors stated they believed he could not stand a trial. 

Mr. DeWinv. Do you remember getting a copy of Dr. Hitzig’s 
report ? 

Mr. Cavpie. I do not recall it, but perhaps I did, and I don’t know. 
And who is Dr. Hitzig? 

Mr. DeWinpv. He was the court-appointed doctor appointed by 
Judge Weinfeld. 

Mr. Caupte. What did Dr. Hitzig say? 

Mr. DeWrnp. Let us hold that for a moment, and I am asking 
you: Do you remember getting a copy of that report ? 

Mr. Caupie. I may have, but I don’t remember, Mr. DeWind. 
I do remember one thing: 

Mr. DeWrnpv. Just a moment, Mr. Caudle. 

Mr. Cauptr. Well—— 
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Mr. DeWixv. Do you remember anything about Dr. Hitzig’s 
report ¢ 

Mr. Cavpie. I can’t remember; I just don’t recollect it, but I sure 
don’t deny that I even saw the thing, and I probably saw it, and I 
just don’t remember, because I haven’t reviewed this file here at all. 

Mr. DeWinp. Now, there is a letter in the file in this case dated 
October 4, 1950, addressed to Mr. Oliphant, which bears your signa- 
ture. ‘ 

Mr. Caupte. Who dictated the letter; do you know! Do you see 
the initials up there? 

Mr. DeWinp. The initals are “TLC: MR: vjd.” 

Mr. Caupte. That would be Mr. Rothwacks who wrote the letter. 

Mr. DeWinv. This letter says: 

Deak Mr. OvipHant: With respect to the above-entitled criminal tax case 
which is pending in both the eastern and southern districts of New York, we are 
enclosing herewith for your consideration and comment eight medical reports 
concerning the health of Samuel E. Aaron. We particularly call to your atten- 
tion the report of lr. William M. Hitzig dated September 22, 1950. Dr. Hitzig 
was appointed by the court for the southern district of New York to examine 
Samuel FE. Aaron for the purpose of determining his trial fitness. 

We have been advised by defense counsel that the Freidus and Aaron case 
has been set for trial in the southern district of New York on Monday, October 

, 1950. 
’ In view of the short time remaining before the trial of Aaron, we would ap- 
preciate your comments on the enclosed medical reports as soon as possible. 

Mr. Caupie. Now, do you know when that report was given to my 
office ? 

Mr. DeWinp. That is what I am asking you, Where did you get that 
report ? 

{r. Caupte. I don’t know unless Mr. Caffey brought it to me, sir. 

Mr. DeWinp. Mr. Caffey brought it to you? 

Mr. Cavupte. I think so. 

Mr. DeWtnp. There is no indication in the file of any transmittal 
from the United States attorney; so, your explanation seems reason- 
able that Mr. Caffey brought you the report. 

Mr. Cavupie. I know he complained about the health of this man, 
and he didn’t think he could stand a trial. I didn’t know when it 
was, but I know one thing, and I know one thing for certain: the 
court was going to pass upon the health of that man, and I would 
not take any part in moving the court to dismiss Mr, Aaron under 
any circumstances. I know that. 

Mr. DeWixp. Do you remember conferring with Mr. Oliphant 
about the case and reaching an agreement with him that the case 
should not be prosecuted ? 

Mr. Caupie. No, sir. Mr. Oliphant is a fine person, but we never 
did agree that the case should not be prosecuted. I think what hap- 
pened is that they had a medical report on that man. 

Mr. DeWinpv. But you sent him the medical report? 

Mr. Caupie. Yes, sir; we sent it over and I had no other alterna- 
tive but to 





Mr. DeWinpv. You asked him to consider whether or not the case 
should be prosecuted ? 

Mr. Cavptr. To have the man medically examined. 

Mr. DeWinp. No; just a moment, Mr. Caudle. This is Dr. Hitzig’s 
report. The examination has been held by a court-appointed doctor ; 
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and vou send the results of the examination with some other medical 
reports prepared by physicians hired by the defendant, apparently ; 
and vou ask Mr. Oliphant to consider the matter. 

Mr. Caupie. I think—— 

Mr. DeWrnp. It is right here in the letter. 

Mr. Caupne. 1 know it is, but Tam trying to think of the circum- 
stances of sending it over to Mr. Oliphant. 

Mr. DeWinp. Now, just a moment. Mr. Candle. Mr. Schwartz 
has a memorandum that Mr. Oliphant called him in and said, “Mr. 
Caudle and | have discussed this matter. and we have agreed there 
should be no prosecution.” 

Mr. Caupue. I know that Mr. Oliphant and T discussed it. and I 
know that it was the opinion of the Bureau, if I could just remember 
the thing right. and you must not hold against me if I don’t remem- 
ber every detail. The sSureau felt on account of that report this 
nian ought not to be prosecuted. 

Mr. DeWinp. All right: maybe we can help your recollection on 
that,too. There is a letter in the file dated October 5. 1950, addressed 
4 Vou, anal it Is signed by Mr. Mason 1}. Leming, acting chief counsel, 
and this letter says: nm 

This will acknowledge receipt of your letter dated October 4, 1950, trans- 
mitting copies of medical certificates, including report of Dr. William M. Hitzig, 
appointed by the court to examine Mr. Aaron, all concerning the risk involved 
in seriously jeopardizing the defendant's health if he is tried. 

These reports have been examined and particular attention given to the 
report of Dr. Hitzig. 

This office will concur in a recommendation, if made by vour Department, 
for the dismissal of the pending prosecution in the case of Samuel E. Aaron, 

Very truly yours, 
Mason B. Lemna. 

Mr. Cxupie. I think T remember receiving such a communication, 
and TL think T talked to Mr. Turner Smith about it and said this case 
had to go to trial, and it was up to the court, and we were not to take 
any part. 

Mr. DeWinp. You mean to say that vou initiated consideration by 
Mr. Oliphant of this medical report—just a moment. 

Mr. Caupie. All right. 

Mr. DeWinp. And thereafter you had a conversation with him in 
which, according to Mr. Sehwartz’ memorandum, you agreed that 
the ease should not be prosecuted, and then the Bureau writes you a 
letter saying, “if you want to recommend no prosecution, we will go 
along.” Now doesn’t that refresh vour recollection about what 
happened ? 

Mr. Cavorr. IT do remember something about the Bureau taking a 
position that they agreed with the medical report he was too ill maybe 
to be tried, but T will tell vou one thing 

Mr. DeWInp. They said. “If vou want to recommend it, we won't 
object.” 

Mr. Cavorir. But T didn’t recommend it, did T? 

Mr. DeWinp. Let us see about that. 

Mr. Caupre. All right. sir. Tam sure T didn’t. The matter was 
up to the court. 

Mr. DeWinxp. Now vour recollection is that you got this Hitzig 
report from Mr. Caffev ¢ 
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Mr. Caupie. 1 think so: it could have come from Mr. Margiotti. 
I just don't know. T thought the court had to pass upon his he alth, 
and I know I wasn’t going to do it, and the man was under indictment, 
and our policy was for the court to prove it if the attorneys moved 
for it. and we were not voing to do it. 

Mr. De WINnp. Now, ] have here a photostatic COPS of the Hitzig 
report, dated September Ye 150, which vou received and transmitted 
to Mr. Oliphant. 

Mr. Cavonre. When did I — ive it? 

Mr. DeWinp. PT can't tell, but T think Mr. Caffew gave it to you. 

Mr. Catpur. Tle may hy: ives I don't know, sir. 

Mr. DeWinn. The conelusion of that re port reads as follows : “Con- 
clusion” —— 

Mr. CAUDLE. What are we holding back about this report, Mr. 
DeWind? T want the whole thing read. 

Mr. Roruwacks. Mr. Chairman. that COPN of Dr. Hitzig s report 
was given to one of the counsel for the subcommittee, and DT respect 
fully uree that the entire report he _ inte the record, 

Mr. Cavour. Tf T tried a tax case like vou an > trying 
would es aad dog in the De icatian nt of rt tice: | know that. 

Chairman King. What was that. Mr. Caudle / 

Mr. Cavour. T just told Mr. DeWind that if we considered tax cases 
like he is trving me here, sir, T would be a mad dog over in the Tax 


to try me. we 


Division. 

Chairman King. Well, Mr. ( audle, you know that you are nota 
defendant here, and we are duty hound to eet al facts, and it Is very 
difficult to arrive at, and T would calm myself if T were vou and just 
take it easy. You will not be unduly injured “oO long is | ean help it. 

Mr. Byrnes. Is this a matter of public record in the trial of this 
case now in the court, a part of the court file as well as the Justice 
Department's file ¢ 

Mr. Roruwacks. I didn't hear vou, 

Mr. Byrnes. Is this particukor report, this document, a part of the 
public record in the trial of this case, as well as part of the record of 
the file of the Justice Department ¢ 

Mr. Roruwacks. [have no personal knowledge of that. and all I 
know ts that it is a part of the files of the Department of Justice. 

Mr. DeWinp. T think perhaps the problem has been resolved, if I 
understand Mr. Rothwacks now when he said he wanted this read into 
the record. He meant he really wanted to make it a part of the record ; 
and, of course, it should be made a part of the record: and [ think, 
Mr. Chairman, the entire report ought to be made a part of the record 
at this point, 

Chairman Kine. If there is no objection, it is so ordered. 

(The information referred to follows:) 

New York 21, N. Y., Se pte mber 22, 1950 
Hon. Epwarp WEINFELD, 


Judge Southern District Court of New York, 
United States Court House, Foleu Square, New York, N.Y. 

HoNnornaBl_e Str: This is to certify that T examined Mr. Sam A. Aaron at my 
office today I obtained the following stery—in 1938S he was rejected for in 
surance by two companies because of the electrocardiographic finding of bundle 
branch block. Tle was not detinite whether or not his blood pressure was already 
elevated at that time. There has been known hypertension for several years, 
the range (systelic) being between 150-180 mm, and on one recent occasion 
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was said to be in the vicinity of 230 mm. For the past three years he has been 
troubled by recurring precordial pressing pains which frequently radiate to 
either or both upper extremities. These episodes of chest pain usually appear 
following exertion or excitement and are relieved by nitroglycerine tablets 10 
15 minutes after their application to the base of the tongue. For the past few 
months he has been conscious of increased fatigability and intermittent ankle 
edema. There has been voluntary reduction of his weight during the past few 
months, the total weight loss amounting to about 30 Ibs. He has reduced the 
use of tobacco recently and his activities have also been significantly curtailed. 
Of late he has had considerable emotional strain because of an impending court 
proceeding. 

Physical eramination revealed a sad appearing man of average stature and 
flabby build. He did not seem to be acutely ill. His weight was 162% Ibs. 
His respirations were normal and the pulse rate was 76 per minute. There was 
slight retinal sclorosis. There was no distension of the cervical veins in recum- 
bency and no hepato-jugular reflux on manual compression of the right upper 
quadrant was visibly obtained. The heart sounds were of fair quality. There 
Was an impurity of the first sound. A, was louder than P.. The left ventricle 
was somewhat enlarged to percussion. The peripheral vessels were slightly 
thickened. The blood pressure was 166/100 (recumbent) 180/106 (sitting) and 
184/106 (standing). The lungs were negative. The diaphragms moved freely. 
The abdomen was essentially negative except for a slightly palpable but non- 
congested liver and an old appendiceal scar. The extremities showed no edema. 
The peripheral arterial pulses were normal. 

Jaboratory: Electroecardiograms taken before and after exercise showed the 
classical patterns of an atypical right bundle branch block. This is a relatively 
“benign” type of bundle branch block. (The subject was able to walk about 18 
ascents on the Master two-step device before complaining of percordial pressure. 
There was no obvious electrocardiographic evidence of coronary insufficiency 
but this could very well have been masked by the bundle branch block.) 

X-ray of the chest showed rounding of the left side of the heart indicative 
of moderate left ventricular hypertrophy. The aorta was equivocally dilated 
and somewhat tortuous. The aortic knob was prominent, but this was not 
remarkable for a man of his age and hypertension. There was no evidence of 
either pulmonary congestion or of parenchymatous disease of the lungs. 

The circulation time (“arm to tongue time”) with Decholin was 17 seconds 
which is near the upper limit of normal. This excludes congestion of the lung 
due to left heart failure. Urinalysis was negative chemically and microscopi- 
cally. The erythrocyte sedimentation rate was normal. The oscillometric meas- 
urements of the lower extremities were absolutely normal. 

My impression is that Mr. Aaron is suffering from (1) essential hypertension, 
(2) hypertensive and arteriosclerotic cardiovascular disease with an anginal 
syndrome on the basis of recurring coronary insufficiency, with right bundle 
branch block of known 12 years duration and with enlargement of the left 
ventricle. 

Interpretation: The physical and laboratory findings point unequivocally to 
the fact that Mr. Aaron is suffering from a moderately severe form of organic 
heart disease which is most prevalent during late middle age. This cardio 
vascular syndrome results from changes inflicted upon the blood vessels of the 
body by a twofold mechanism—hypertension which increases the workload of 
the heart thereby causing its enlargement and arteriosclerosis which may dimin 
ish the vascularity of the heart muscle and thereby interferes with its cardiac 
efficiency. Such is the status of the heart and blood vessels in Mr. Aaron’s case 
except that his heart is still fully compensated or still adequate to maintain the 
efficiency of the circulation. The right bundle branch block probably due to 
vascular or even old inflammatory changes in a localized area of the heart hap- 
pens to be a relatively benign form of block and may exist for years without 
changes or without seriously jeopardizing the function of the myocardium. The 
angina pectoris bespeaks the presence of coronary artery disease with angina 
(pain) caused by effort or excitement. It is due to coronary insufficiency which 
results from narrowing of either just one or all heart vessels from arteriosclerosis. 
The lack of adequate oxygen in the heart muscle upon effort or excitement sets 
olf a reflex which compels the individual to halt his activities or to employ 
nitroglycerine for relief. It serves as a safety valve and indirectly protects 
the heart from a more serious complication. Mr, Aaron presents however an 
atypical response to nitroglycerine which usually brings relief from this chest 
distress in a matter of seconds or even minutes. His heart enlargement is indic- 
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ative of the work—hypertrophy that accompanies long standing high blood pres- 
sure. The heart enlargement in his case is predominantly a hypertrophy rather 
than a dilatation of the left ventricle and physiologically this implies that the 
high blood pressure heart is still in its early or at most in its moderately ad- 
vanced phase. 

Even though I am mindful of the fact that emotional excitement in a court- 
room may lead to serious complications which may even be catastrophic, I can- 
not agree that Mr. Aaron is unable to stand trial unless his emotional reaction 
in the courtroom would be extremely violent and the litigation unduly prolonged. 
Under such circumstances the possibility of a serious or even catastrophic com- 
plication is greater in a man of his age with clinical coronary disease and hyper- 
tension than in a man of comparable age not suffering from these vascular con- 
ditions. I cannot summon any statistical evidence nor uncover any other 
mechanism which might shed light on the percentage risk involved. That a risk 
exists must be borne in mind and it is not impossible (although it is highly 
improbable) that his acute emotional experiences in a courtroom (the intensity 
of which cannot be predicted) might lead to a bout of heart failure as a result 
of heightening of the blood pressure or even to a severe bout of coronary in- 
sufficiency. These acute complications might be lessened by skillfully medicating 
Mr. Auron with sedatives during the trial to depress the high peaks of blood 
pressure and by employing fresh and more soluble nitroglycerine tablets at the 
incipienecy of his anginal attacks. 

Conclusion.— Because IT have personally observed many patients with even 
more serious heart disease undergo dramatic and strenuous situations (includ- 
ing emotional courtroom procedures) and come out unscathed, [| am reasonably 
certain that Mr. Aaron can stand trial without seriously jeopardizing his health. 
I must reiterate, however, that although I cannot calculate on a percentage basis 
the risk involved—this possibility does exist. 

Respectfully yours, 
WILi1aM M. Hirzie, M. D. 

Mr. DeWinpo. Now, Mr. Caudle, I would like to read you-—— 

Mr. Gatuacuer. May I suggest that if any part of the report is to 
be read it all ought to be read. 

Chairman Kine. | might say, Mr. Gallagher, that the reading of 
that entire report would be intensely uninteresting except to a physi- 
cian or surgeon that might be in the audience. It is a highly technical 
medical description of the gentleman's disorder. And I believe that 
the conclusions would be all that would be important. 

Mr. DeWinp. Mr. Caudle has already testified that it is only the 
conclusion that he goes by. 

Chairman King. That is as Ll understood it. 

Mr. DeWinv. The conclusion in this report says: 

Conclusion: Because I have personally observed many patients with even 
more serious heart disease undergo dramatic and strenuous situations (includ- 
ing emotional courtroom procedure) and come out unscathed, | am reasonalsly 
certain that Mr. Aaron can stand trial without seriously jeopardizing his health 
I must reiterate however that although L cannot caleulate on a percentage basis 
the risk involved—this possibility does exist. 

Respectfully yours, 
. Witttam M. Hirzie, M. WL. 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. So that the record may be completely fair, there is 
another portion of the report which is not named as in the conclusion 
but seems to contain some material that might be considered a conclu 
sion. I will read that: 


Bven though I am mindful of the fact that emotional excitement in a courtroom 
may lead to serious complications Which may even be catastrophic, I cannot agree 
that Mr. Aaron is unable to stand trial unless his emotional reaction in the 
courtroom would be extremely violent and the litigation unduly prolonged. 
Under such circumstances the possibility of a serious or even catastrophic com- 
plication is greater tn a man of his age with clinical coronary disease and hyper- 














1120 INTERNAL REVENUE INVESTIGATION 


tension than in a man of comparable age not suffering from these vascular cor 
ditions. I cannot summon any statistical evidence nor uncover any other mech- 
anism which might shed light on the percentage risk involved. That a risk eXists 
must be borne in mind and it is net inmpossible Calthough it is highly improbable) 
that his acute emotional experiences in a courtroom (the intensity of whieh can 
not be predicted) might lead to a bout of heart failure as a result of heightening 
of the blood pressure or even to a severe bout of coronary insufficiency. These 
neute complications might be lessened by skillfully medicating Mr. Aaron with 
! 


sedatives during the trial to depress the high peaks of blood pressure and by 
employing fresh and more seluble nitroglycerin tablets at the inecipiency of his 


anginal attacks, 
And then comes the paragraph: 


Because LT have personally observed many patients with even more serious 
heart disease undergo dramatic and strenuous situations (including emotional 
courtroom precedures) and come out unscathed, Tam reasonably certain that 
Mr. Aaron can stand trial without seriously jeopardizing his health I must 
reiterate however that although T cannot calculate on a percentage basis the 
risk invelved—this possibility does exist 


Now, is that the kind of medical report on W hich you would recom- 
mend no prosecution ¢ 

Mr. Caupie. No, sir: that type of medical report we would never 
interfere with as to trial. 

Mr. DeWinxp. How did you and Mr. Oliphant reach the agreement 
that this was a ease that should not be prosecuted ¢ 

Mr. Cavpnr. Lam going to tell you. IT can’t recollect what I talked 
to Mr. Oliphant about, and I talked to him about the health of this 
man and the report that was sent over, and 1 believe I did, and 1 may 
not even have talked to him, but I think I did. 

Mr. DeWinpo. Mr. Oliphant certainly thought you had. 

Mr. Cacpie. You won't find a thing in that file where I tried to tn- 
terfere with this man being tried, and I thought he ought to be tried. 

Mr. DeWinp. All right. 

The next document I would like to bring to your attention is a letter 
dated October 6, 1950, which is addressed to Mr. Saypol. 

Mr. Cacpte. From who? 

Mr. DeWinp. The letter is signed by Turner L. Smith. 

Mer. Cacpie. All right, sir. 

Mr. DeWinp. First Assistant to the Assistant Attorney General. 
This is United States Vu Jacob Pr ‘dus and Samuel E. Aaron. 


For your information in the above-styled matter, we enclose copies of (1) letter 
of this office to the chief counsel, Bureau of Internal Revenue, dated October 4, 
150, and (2) letter of the acting chief counsel to this office dated Oetober 5, 1950 

Deputy Attorney General Peyton Ford was given the following information 
this morning concerning this matter : 

“The criminal tax-evasion case against Samuel EF. Aaron and Jacob Freidus 
is scheduled for trial Monday, October 9, in the United States District Court for 
the Southern District of New York. Subsequent to indictment, the issue of 
defendant Aaron's health was raised by medical affidavits submitted on his 
behalf, asserting serious heart condition. United States Attorney Saypol ar 
ranged for the examination of Mr. Aaron by a doctor designated by the court 
This procedure was taken with our full concurrence. At a conference at this 
office in another matter last Friday, Assistant United States Attorney Block, of 
the southern distriet of New York, informally advised Mr. Rothwacks, Chief of 
my Criminal Section, that the judge (presumably Judge Weinfeld) had read the 
medical report of Dr. William M. Hitzig and had cone!uded that the defendant 
Aaron should stand trial. Dr. Hitzig’s report to Judge Weinfeld coneludes that 
he is ‘reasonably certain that Mr. Aaron can stand trial without seriously jeopat 
dizing his health, but the ‘possibility dees exist’ that the ‘acute mental experienc 
ina courtroom (the intensity of which cannot be predicted) might lead te a ben 
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ot heart failure as a result of heightening of the blood pressure or even to a 
serious bout of coronary insufficiency. Dr. Hitzig states that this risk cannot be 
calculated on a percentage basis. Tle further states that the ‘acute complications 
might be lessened by medicating Mr. Aaron with sedatives during the trial to 
depress the high peaks of blood pressure and by employing fresh and more soluble 
nitroglycerin tablets at the incipiency of his anginal attacks.” On the basis of Dr 
Hitzig’s report alone, this office is of the opinion that, if the matter of health had 
been presented prior to transmission of the case to the United States attorney's 
office, prosecution would have been declined as to Mr. Aaron. The Bureau of 
Internal Revenue is of a similar opinion, as indicated by its letter of October 5, 
1950, to this office (attached). However, the question of health arose after 
indictment and the determination of Mr. Aaron's ability to stand trial is before 
the court. As indicated above, we have informally been advised that Judge 
Weinfeld has already determined that Mr. Aaron should stand trial. 
Sincerely yours, 


Turner L. Surin, 
First Assistant to the Aasistant Attorney Genera 
(For the Attorney General). 

Mr. Caupbe. Now, Mr. DeWind, | don't remember anvehing about 
that letter. LT must have been away, and | do not remember anvehing 
about the letter except I know IL told Mr. Smith the best I can recol 
lect that T thought that Mr. Aaron ought to stand trial unless the 
court on its own motion could find for a fact the man was not pliys 
cally able. 

Mr. By WiInp. Had vou hot agreed with Mr. Oliphant the day be- 
fore that prosecution should be dropped ¢ 

Mr. Caupie. | see the memorandum there. and the memorandum 
savs I did. but T don’t believe T did, Mr. DeWind, because T was 
determined that Mr. Aaron should be tried and Freidus should be 
tried, ana if t! e\ Were hot to he tried il would le up to the court, ana 
we Were Hot going to participate or take any part in the men not bemeg 
tried. 

Mr. DeWinp. Arve vou saving this letter dispatched was contrary 
to Vour instructions ¢ 

Mr. Cavour. To Mr. Smith / 

Mr. DeWinp. The letter to Mr. Saypol. 

Mr. Caupte. Written by Mr. Smith 4 

Mr. DeWinp. Yes. 

Mr. Cavupir. To will sav to vou LT just can’t recollect these things 
back here then. Mr. DeWind. 

Mr. DeWixp. Do you want to look at the letter 4 

Mr. Cavpie. No. sir: vou read the letter, and that ts enough, and 
Mr. Smit! wrote it on his own. 

Mr. DeWinp. He did 

Mr. Caupnr. He must have. and I know I talked to Mr. Smith. 

Mr. DeWinp. The initials on the letter are TLS: MR. 

Mr. Caupie. That would be Mr. Rothwacks and Mr. Smith. 

Mr. DeWinp. All right. Now vou are saving after vou had a con- 
ference with Mr. Oliphant. which certainly Mr. Oliphant understood 
Was ah agreement not to prosecute 

Mr. Caupte. Wait now, right there: Mr. Oliphant and myself, we 
have never agreed on a single case not to prosecute like vou would 
infer that being lone, and if the man was physically unable to stand 
trial. why then the reeord will bear that out. 

Mr. DeWinp. Mr. Candle. Tam not inferring anything. There is 
it memorandum mn this file which said Mer. lbp lint advised hie he 
lined dliseussed with Mi. 4 nucle the (pile tion of the plivsic al condition. 
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Mr. Cavupte. But Mr. Smith referred to some letter from the Bureau 
there, does it not? 

Mr. DeWrnp. I beg your pardon. 

Mr. Caupie. Doesn't Mr. Smith’s letter there, the one he signed, 
refer to some letter in the Bureau? 

Mr. DeWrnp. Yes; that is the letter which says if you want to 
recommend no prosecution, we won't object. 

Mr. Caupie. Well, I didn’t recommend it, if that is what it is. 

Mr. DeWinpv. Here is a letter which says that it would not be the 
policy of the Department of Justice to prosecute this case if this 
medical report had been received before the case was referred to the 
United States attorney. Now is that an accurate statement / 

Mr. Caupte. I don’t think so, sir. 

Mr. DeWrnp. I don’t think so either. 

Mr. Cavpie. No, sir, and I don’t think that the letter would reflect 
the policy, because Dr. Hitzig’s report showed that in his opinion he 
could stand trial. 

Mr. DeWinxp. Well, are you now denying that vou and Mr. Oliphant 
reached an agreement that on the basis of the Hitzig report the case 
should not be prosec uted ¢ 

Mr. Cavpte. Mr. DeWind, I tell you, T know if Mr. Oliphant said 
so, he is an honorable man but I know he and I did never agree, not me, 
not to prosecute Mr. Aaron. 

Mr. DeWinp. Well, vou got a letter back from the acting chief 
counsel saying that if you wished to recommend no prosecution, we 
will go along. 

Mr. Cavpie. Yes, sir: but I didn't go along. 

Mr. DeWinp. Well, I don't know. [ will leave that to your con- 
clusion, perhaps, this letter that was dispatched to the United States 
attorney certainly says, “We would not prosecute this case if it was 
left to us.” 

Mr. Cavpie. But T didn’t write the letter, and T will tell you one 
thing, I must not have been in town the day that letter was written 
because that letter was written even if 1t—— 

Mr. DeWinxp. Listen, Mr. Caudle. Where do you suppose that Mr. 
Turner Smith got the idea to tell Mr. Rothwacks to write a letter 
setting forth this information / 

Mr. Caupze. I will tell you: you just don’t know, Mr. DeWind, but 
Tam going to tell you one thing. I was determined to prosecute Mr. 
Aaron and if it wasn’t prosecuted we were not going to take any 
part in it and it would be up to the court not to do it. 

Mr. DeWinp. Why did you initiate a medical discussion with Mr. 
Oliphant ¢ 

Mr. Cavupir. I will tell you why; I will tell you exactly why; it was 
one of the things Mr. S: aypol talked to me on the phone about, if I 
remember, they brought the medical—— 

Mr. DeWixp. When did Mr. Saypol talk to you? 

Mr. Gautacuer. Let him make his answer, Mr. DeWind. 

Mr. DeWrnp. I want to identify the time. When did Mr. Saypol 
speak " you on the phone? 

Mr. Cavpie. This morning you referred to the telephone call Mr. 
Pct called me on the phone. 

Mr. DeWinxp. Back in June 1950? 
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Mr. Caupie. And he and I agreed right then and there—then and 
there—it was up to Mr. Saypol and the judge, and in bringing the 
medical reports, and I think I told Mr. Saypol, and I am not sure, that 
any testimony about the man’s health was simply to assist the court in 
determining what his physical ability was, and I think Mr. Saypol 
told me that his office would handle that, sir. That is my best recol- 
lection. 

Mr. DeW inp. This memorandum read into the record indicates you 
did agree to get out of the case and not to circumvent Mr. Saypol’s 
office any further? 

Mr. Caupie. No, sir; I did never agree to get out of the case and I 
would not agree to get out of the case. 

Mr. DeWinp. You agreed not to circumvent Mr. Saypol’s office ? 

Mr. Caupie. I certainly wasn’t going to circumvent Mr. Saypol’s 
office, and you would infer I would send a man over Mr. Saypol’s head 
and move to dismiss the case on account of his health, and that is what 
we would have had to have done. 

Mr. DeWinp. Just a moment: here is the situation: Dr. Hitzig files 
his report with Judge Weinfeld, and Judge Weinfeld enters an order 
directing that Mr. Aaron stand trial. 

Mr. Caupie. Right. 

Mr. DeWinp. Thereafter, and a week after the entry of that order, 
you are talking with Mr. Oliphant about whether or not the man 
ought to be prosecuted. 

Mr. Caupir. You say I was talking tohim. Mr. Oliphant may have 
called me and I don’t know and your record indicates we talked to each 
other. 

Mr. DeWrnp. Mr. Caudle, the record clearly shows vou transmitted 
the medical report to Mr. Oliphant. 

Mr. C\upte. Well, now, did I do it or did someone do it in my name / 

Mr. DeWinv. I don’t know. 

Mr. Cavupie. I don’t know, either, and that is the point Tam making, 
because my name is signed to everything in the place. 

Mr. DeWrnp. A little earlier you said vou did remember talking 
with Mr. Oliphant about it. 

Mr. Caupue. I have got a bare recollection of Mr. Oliphant and I 
talked about the health of this man, and I know that, and another 
thing, I know that I told Mr. Smith that we were not going to have 
anything in the werld to do to dismiss that case against Mr. Aaron 
because of his health and it was going to be up to the United States 
attorney and the court, and T know that to be a fact. 

Mr. DeWinp. Now, Mr. Candle, did you give a copy of this letter 
to the attorneys for the defendant ? 

Mr. Caupie. The one Mr. Smith wrote and signed his name to? 

Mr. DeWinp. Yes. 

Mr. Caupir. Not me; not me, sir. 

Mr. DeWinp. Did anybody give it to him? 

Mr. Cavupie. I have no knowledge. 

Mr. DeWtnxp. You have no knowledge. 

Mr. Cavpte. I don’t know, sir. 

Mr. DeWinp. Well, an examination of the files of the Department 
of Justice has failed to reveal in the file any copy of this letter. 

Mr. Caupie. IT will tell vou, don't let that be reflected upon me, be- 
cause L did not write the letter, and L know [told Mr. Smith that this 
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man Was going to be tried, unless he died, and death was the only thing 
going to stop the trial unless the court itself intervened and would not 
prosecute Mr. Aaron. Now, because the letter is not in the file, don’t 
charge it up to me, sir. 

Mr. DeWixp. [Tam not charging it up to you. 

Mr. Cavore. But you are inferring. 

Mr. DeWinp. TL was asking vou whether vou had given a copy of 
this letter to anvbody. 

Mr. Cavupir. LT certainly did not, on my soul. T wouldn't do sucha 
thing. | told-——— 

Mr. DeWixp. Do vou have any possible explanation of why Mr. 
Turner Smith after the instructions that vou had given him, should 
write a letter of this kind 4 

Mr. Cavpir. I do not know unless Mr. Caffeyv talked to Turner 
Smith, and LE know if Mr. Turner Smith signed the letter, if he signed 
the letter | was not in town. and I was not there, and I know if he was 
acting on his own because the letter would go out under my own name, 
and | tell you one thing, | know LT told Mr. Smith that man had to be 
tried and he had to be tried unless the court on its own motion and the 
dist rict attorney said it shouldn't be. 

Mr. DeWinp. Having told Mr. Smith this man should be tried, Mr. 
Smith writes a letter to Saypol saving we wouldn't prosecute this man. 

Mr. Cavoir. Well, now, don't charge the letter up to me, because 
I didn’t write it. 

Mr. DeWinpn. Well, but then why does Mr. Smith go off and fail to 
obey your instructions ? 

Mr. Cavuprir. I don't know, sir. because [ told Mr. Smith that under 
no circumstances will we move to have any part of dismissing this case. 

Mr. DeWinp. And Mr. Oliphant’s impression that you and he had 
agreed that there should be no prosecution is just something he got up? 

Mr. Caupie. No; Mr. Oliphant may have had that impression. 

Mr. DeWinxp. How do you suppose he got it? 

Mr. Cavpne. I don’t know, sir, but T Just don’t know what my con- 
versation with Mr. Oliphant was, but T know that man was going to 
he tried. 

Mr. DeWinp. Mr. Turner Smith had drawn the impression that 
the case was not one that vou would prosecute 

Mr. Cavour. Maybe Mr. Turner Smith did. but on that letter it 
would not come within our health policy. 

Mr. DeWinp. Precisely, and vet the letter says it would. 

Mr. Caupie. No, sir: even the letter from Dr. Hitzi@ would not 
come Within our health poliey, 

Mr. DeWinp. And vet this letter says the information was given, 
and it savs Deputy Attorney General Peyton Ford was given the fol- 
lowing information this morning concerning this matter. And part 
of that information gvas on the basis of Dr. Hitzig’s report alone. 

This office is of the opinion that if the matter of health had been presented prior 
te transmission of the case to the United States attorney's office, prosecution 
would have been declined as to Mr. Aaron. 

Who transmitted that information to Peyton Ford? 

Mr. Cacupre. Certainly it wasn’t me. T don’t remember ever talk 
ing to Mr. Ford about it. 

Mr. DeWinp. You conferred with Mr. Oliphant and vou wrote a 


letter to Mr. Oliphant, to please consider the case 
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Mr. Cavupie. I know, but you are saying that I did it, but I didn’t 
write the letter. 

Mr. DeWinp. All Texan say is it bears your name. 

Mr. Catone. ‘TLC and MR and it is Mr. Rothwacks, and it would 
indicate Mr. Rothwacks wrote the letter, and not me. He isa nughty 
honorable fellow, too, by the way. 

Mr. DeWinxp. And Mr. Oliphant said he talked to you personally 
about it. 

Mr. Caupir. I know he said that. and L believe he did talk to me 
about the case, Mr. DeWind. ; 

Mr. DeWinxp. And then he told Mr. Schwartz’ as-istant that you 
and he had noreed not to prosecute the case, 

Mr. Cacpie. Yes, sir: he probably told his assistant that, and he 
mav have had that impression, but if he got it he sure God misunder- 
stood me. 

Mr. DeWinp. So Mr. Oliphant misunderstood you, and Mr. Turner 
Smith misunderstood you, 

Mr. Caupte. Now, you are asking an impeaching question here now, 
Mr. DeWind. 

Mr. DeWinp. Possibly so. 

Mr. Caupie. TP can't tell about Mr. Smith, except T remember there 
at that time that man was going to be tried unless the court dismissed 
it On his owl or Mr. Sayvpol ana the court dismissed and we weren't 
going to have anything to do with it. 

Mr. DeWixp. Now, don't vou Suppose if the attorney for the de- 
fendant. Mr. Aaron, had been able to get a copy of this letter and had 
been able fo vo to Jrudge Weinfeld and suv *Judge, this crise you are 
going to try Is CONTPALS to the poley of the Department of Just le _ 
that it would have been a very influential thing / 

Mr. Cacprr. TE don’t think it would have had one bit at all pon 
the judge and he would have made his findings anyway. 

Mr. DeWixpo. Possibly not, but it is a pretty good argument. 

Mr. Cavupier. I don’t know about that: vou talk here this morning 
about the telegram that I sent to Margiotti, and that was a case where 
the case went over from May until September. 

Mr. DeWixp. You did two things. You sent a telegram to Mr. 
Margiotti. anal vou entled Say pol and asked him to put it over, 

Mr. Catone. Twill tell you something. I don’t believe that I sent 
the telegram. and L don’t believe T sent the telegram and IT think Mr. 
Smith sent the telegram, and Tam not sure, and you can bring him 
around and find out but T think he was the one who sent the telegram. 

Mr. DeWinxp. All right, but vou personally called Mr. Saypol and 
asked him to put it over. 

Mr. Caupnue. Sir, we who’ Me/ 

Mr. DeWixp. There is a memorandum that bears your personal 
signature in the file, dated May 12, 1950. 

Mr. Cavour. Didn't T talk to Mr. Murphy? Wasn't it Mr. Mur- 
phy ¢ 

Mr. DeWinn. This memorandum dated May 12. 1950, which bears 
your name and tittals. 

Mir. Cavour. In Mr. Saypol’s office. 

Mr. DeWixp. What is that / 
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Mr. DeWrnpv. This is a memorandum in the Department of Justice 
file, and it is a memorandum for the file from you. 

Mr. Caup.e, All right, sir, what is the date? 

Mr. DeWrnp. May 12, 1950. Let Mr. Rothwacks read the letter. 

Mr. Roruwacks. It is a memorandum from the file dated May 12, 
1950, in re Jacob Freidus and Samuel Aaron: 

At the request of the Attorney General's office through Mr. Kilgus, I telephone 
communicated with United States Attorney Irving Saypol and informed him 
that an urgent request had been made by Charles Margiotti, now engaged in 
the trial of a criminal tax case at Scranton, Pa., to have the trial date in the 
Aaron-Freidus case postponed for 1 week after the termination of the Storr 
case. I said to Mr. Saypol that, in view of the prior adjournments in this 
matter, we did not at all wish to place his office in an embarrassing position, and 
that we were in fact loath to communicate with him on this matter again. How- 
ever, the excellent reputation of Mr. Margiotti with this office, his standing as 
one of the outstanding trial attorneys in the country, and his record of fair deal- 
ing with this office in prior matters persuaded us to present his plea to the 
United States attorney with the thought that, if no prejudice or embarrassment 
were involved, some minimum adjournment could now be obtained. Mr. Saypo! 
stated that Mr. Margiotti should present his plea to the court in New York and 
that his office would offer no resistance to a final minimum delay. 

That is signed by Theron L. Caudle. 

Mr. DeWrnp. Now that, you will recall, was on May 12 after Mr. 

Saypol on May 4 had resisted in open court any further bh 

Mr. Cavpie. Well, now, doesn’t it say there that I was requested by 
the Attorney General's office? 

Mr. DeWrnp. It does. 

Mr. Cavpie. Well, sir, I probably was asked to do so, then. 

Mr. DeWrxp. Well. how did that come about ? 

Mr. Cavptr. I can’t tell you, and I just don’t know: maybe the 
Attorney General called me, and I don’t know. Maybe Mr. Kilgus 
called me and said the Attorney General wanted it done. 

Mr. DeWrxp. Who is Mr. Kilgus? 

Mr. Cauptr. Mr. Kilgus has been the secretary for Mr. MeGrath 
for a long time, when he was United States Senator, and I think while 
he was Governor, and he was his executive secretary or in his office 
there before he moved down into the physical unit of the Department 
of Justice, and that just goes to show that I wasn’t going to stop the 
everlasting case. 

Mr. Byrnes. Could I go back just a moment, Mr. Candle—maybe 
it has been covered—but why in the first instance did you send this 
medical report over to Mr. Oliphant ¢ 

Mr. Cavupie. Well, sir, here is the letter here, sir, Mr. Byrnes. 

Mr. Byrnes. The letter of October 4? 

Mr. Caupte. Yes; and I think—-my name is signed to all of the 
correspondence—but I think Mr. Rothwacks will say—and he is up 
there, sir—that this letter was written by him because the TLC was 
always the first initial, and then the one who wrote the letter was the 
second initial, 

Mr. Byrnes. You are testifying that you never instructed him to 
write such a letter? 

Mr. Caupie. | do not remember it, but as far as I was concerned | 
had no objection for Mr. Oliphant to know how sick this man was 
alleged to be. 

Mr. Byrnes. Why would it be any of his business, and why was it 
any of your business at this point as to what the health of this man 
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was! I thought you were trying to tell us before that this was a 
matter that was entirely up to the court and the United States attorney 
in New York. 

Mr. Caupte. That is right, and I remember talking to Mr. Saypol 
about it, and he said they would determine his health up there and the 
judge would do it, if I remember. 

Mr. Byrnes. What business was it of yours down here at all, at this 

voint ? 

Mr. Caupie. Well, Mr. Byrnes, when the attorneys bring in in- 
formation to you—and I can't recollect what took place back there— 
if they insist on the Bureau having this information here, it is the 
formality to send the thing over to them. 

Mr. Byrnes. Why didn’t the attorneys go to the Bureau then, if 
they thought the Bureau had to be advised, and why does the United 
States attorney have to be contacted between the attorneys and the 
Internal Revenue Bureau? 

Mr. Caupte. I don’t know, Mr. Byrnes, but I do know this, that 
I was determined to try the case, and I was tired of hearing about it, 
and I was tired of talking to defense counsel. 

Mr. Byrnes. If you were determined to try the case, Mr. Caudle, 
then why would you be concerned about the health of one of the de- 
fendants and be contacting Mr. Oliphant over in the Bureau trying 
to give him information as to the ill health of one of the defendants, 
and what does that have to do with the trial of the case and getting it 
over with? 

Mr. Caupie. It doesn’t have anything in the world to do with it, 
as I see it, and Mr. Oliphant could have his opinion about the thing, 
and I just can’t remember all of the details back there about it, but 
| know one thing, that I knew that it was up to the court to determine 
this thing, and Mr. Saypol and I agreed it was up to him, and I think 
the attorneys were insisting on this matter being sent over to the 
Department, and I just don’t know, sir. But I want to ask Mr. 
Rothwacks does he remember if this letter was not written by you. 

Mr. DeWrnp. If Mr. Rothwacks is to be asked that question, he 
will be asked it on the witness stand. 

Mr. Cavupte. All right, sir. 

Mr. Byrnes. I would like to know whether you have an explanation 
as to why you became so concerned over the health of this one de- 
fendant, when you testify here that the whole matter was up to the 
judge in New York anyway. 

Mr. Caupie. It surely was up to the judge in New York, Mr. 
Byrnes, and I believe I remember talking to Mr. Saypol. 

Mr. Byrnes. Why were you concerned about it at this point? 

Mr. Caupte. Well, I just don’t know, sir, and I can’t remember 
back there, and here we have a letter signed by Mr. Smith when I 
was away, and I certainly was not there, and Mr. Smith knew that 
I was determined to prosecute this case and not interfere with it, and 
here we have a memorandum here from Mr. Oliphant and saying he 
and I agreed not to prosecute Aaron, and I never did agree to that, 
sir. And I can’t help what the gentleman said, but it was up to the 
court. 

Mr. Byrnes. If I understood correctly, you told Mr. Oliphant 
when you had a telephone conversation with him, that as far as he 
was concerned and the Justice Department was concerned, you were 
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really washing your hands of the matter. and that had to be deter 
mined by the court: is that what you told Mr. Oliphant ? 

Mr. Caupie. No, sir: 1 don’t remember, Mr. Byrnes, and [ sweat 
to God T can’t remember the conversation on the phone away back 
in 150: Tean’t do it. Except IT do know that T know that T talked 
to Mr. Smith. and Ttold him that these people had to be tried. 

Mr. Byrnes. If that was the case and if vou told Mr. Oliphant of 
that ina telephone conversation, why on the same lay would Mr. 
Oliphant write back to you and say in effect, or have a letter written 
to you saying in effect that, as far as his office is concerned. they 
would coneur in a recommendation if made by vou that the action 
be dismissed as far as Mr. Aaron is concerned? Why would he send 
such a letter if vou had told him that you absolutely wanted it to be 
prosecuted and nothing would change vour mind ¢ 

Mr. CAUDLE. Mr. Byrnes, I tell vou T do not know, and T do not 
know. : , 

Mr. Brrnes. I don’t either. 

Mr. Caupte. And I tell you it is a strange thing to me, when T was 
determined to prosecute this man and leave it up to the court, to have 
Mr. Saypol say his office would determine whether or not his office 
would appoint a doctor, and now whether or not Mr. Caffey or Gen 
eral Margiotti had come to Mr. Turner Smith about this thing: T just 
don’t know, sir. Except I do know this, regardless of what is here, 
that IT was determined and told Mr. Smith that this man had to be 
tried unless Mr. Saypol and the court himself dismissed the case. 

Mr. Byrnes. He wasn’t very convinced that vou believed that, then, 
was he, if he turned around and practically the next day wrote a 
letter such as he did write / 

Mr. Cavpte. That is my best recollection to him. Mr. Ib rnes, 

Mr. Kean. Mr. Caudle, do you intimate that Mr. Rothwacks wrote 
this letter to Mr. Oliphant with your signature without vour an- 
thority ¢ 

Mr. Cavupier. Mr. Kean, I will tell you the facts. I don’t remem- 
ber a thing in the world about it: that far back. I don’t. Mr. Roth- 
wacks, if he wanted to write the letter, could have written the letter 
and mentioned it to me—was it all right with me—and he may have 
recommended it that it be done—I don’t know—but I know that TLC 
is the head of all of the letters, and the second initial is the one who 
writes the letter, and whether Mr. Rothwacks discussed it with me 
I don’t remember, and he may have, and T just don’t remember. Burt 
fy — 

Mr. Kran. Do you know the initiation for this letter? Did it come 
from Mr. Rothwacks? 

Mr. Cavupte. Mr. Kean, T tell vou T can’t tell vou beeause I don’t 
know, T just can’t tell vou because T don’t know, whether Mr. Caffey 
talked with Mr. Rothwacks and talked to Mr. Turner Smith while 
I was away: IT don’t know, sir. Mr. Rothwacks talked to me, sir, 
if he did, I don’t remember about it. but notwithstanding all of 
that 

Mr. Kean. A letter with vour signature on it—wonld that be actu 
ally signed by you, or did other people have the authority to sign 
vour name ¢ 

Mr. Cavpre. IT very seldom signed a letter in my Division, very few 
letters. 
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Mr. Kean. Letters would be signed with vour name by other peo- 
ple who had the authority to sign them ¢ 

Mr. Caupie. Yes, sir: that is right: whether I signed this letter, 
God knows: I don’t know; but get the original and the photostat of 
the letter and let me see, because LT don’t remember. 

Mr. Kean. You Hiav never have seen the letter / 

Mr. Caupte. IT don't think IT ever did: T just dont remember it. 

Mr. Kran. And probably sommeohe else signed it. and who hac the 
authority to sign vour signature / 

Mr. CAUDLE. Fach section chief las the power To sigh mV lame, 
as Well asthe principal assistant, the first assistant. 

Mr. Ki iN. In other vords, Mr. Rothwacks could have signed this 
letter / 

Mr. Caupie. He did have the authority to do so: ves, sir. 

Mr. Kran. He could have written the letter and put your initials 
on it and signed it 4 

Mr. Caupie.. That was the poliey of the Department, Mr. Slack 

can doit for the Ap pellate Section, and Mr. Mannie Selle ‘rs can for the 

Compromise Section, and Mr. Sharp can for the Civil Section, and 
the first assistant can, too, sir. Very few letters aa lL have signed 
since I have been in the Division, very few letters I have signed, un- 
less it is some letter I dictated myself. 

Mr. Kean. And you also intimate that your associate Mr. Smith’s 
letter Wats written without your approval ¢ 

Mr. Cauptr. Well, I will tell you, Mr. Kean, 1 just don’t remember 
who talked to Mr. Smith. and, if Mr. Smith wrote the letter and 
signed his name. | was not there. sir, that is one thing about it. be- 
cause LT will tell vou one thing, | was determined to try this case, and 
if Mr. Aaron was not to be tried it was to be up to Mr. Saypol and the 
judge, and I can’t remember the conversation I had with Mr. Saypol, 
but any evidence that we had about the man here, it was understood 
it Was just to assist the court and nothing more. 

I absolutely was not going to interfere with Mr. Saypol’s policies 
up there. sir. I just would not do it. 

Mr. Kroeu. Mr. Caudle, do you have any knowledge of the final 
disposition of this Aaron and Freidus case / 

Mr. Caupie. Yes, sir, The ‘Vy were vigorous sly prosec uted, and they 
were convicted, and the trial lasted—Mr. M: argiotti had one or two 
heart attacks, and they were vigorously prosecuted, and Mr. Aaron 
received a 2-year sentence, and Mr. Friedus received a 4-year sen- 
tence. They were sent to the penitentiary, and I reckon he is in there 
now, sir. They were vigorously prosecuted. 

Mr. BYRNEs. That prosecution was handled by the United States 
attorney in New York; is that right / 

Mr. Caupie. That is right—by Mr. Saypol. 

Mr. Keoen. All such eases as these that are tried are tried by the 
United States attorney's office ¢ 

Mr. Caupie. That is right. 

Mr. Kroc. Except in unusual cases, where the United States at- 
torney might ask the Department to assign someone / 

Mr. Cavpie. Exactly. And when it is sent to him: it is in his 
jurisdiction ana under his power, and we never interfere unless he 
asks for assistance. 
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And another thing, Mr. Congressman, whenever a motion to dismiss 
is concerned, one of the most difficult things in the Department of 
Justice, after an indictment has been returned, is to get an indictment 
dismissed. That is one of the most difficult things, because we realize 
that after a grand jury has found an indictment, to dismiss it you 
have got to be insulated with every fact that justifies it if the public 
will understand what you have done. And I do not believe that we 
would ever, just out of the sky, write a United States attorney and 
tell him to dismiss the indictment, unless we first got his reaction and 
his recommendations for it, sir. 

Mr. Keocu. You do not have to tell me that, Mr. Caudle; I know 
those things. 

Mr. Caupte. Thank you, Mr. Congressman. 

Mr. Kean. May I ask one more question ? 

I notice on Mr. Smith’s letter, the initials are “TLS: MR: vjd.” and 
in other words, Mr. Rothwacks could have written this letter on his 
own, and signed Mr. Smith’s signature ? 

Mr. Caupie. Maybe so, Mr. Rean. I just don’t know, Mr. Kean. 

Mr. Kean. He could have? 

Mr. Caupie. Maybe he could, if Mr. Smith was absent at that time, 
maybe so. But I tell you, I just don’t remember that letter at all. 

Mr. DeWinv. Mr. Caudle, until today, had you ever heard of this 
letter to Mr. Saypol, saying that the Department of Justice would not 
have prosecuted this case in the first instance ? 

Mr. Caupte. Mr. DeWind, I don’t think so, sir. 

Mr. DeWinpv. You have never heard anything about this letter 
before? 

Mr. Caupte. You mean the one Mr. Smith wrote? 

Mr. DeWinp. Yes. 

Mr. Caupie. I don’t think so, sir, and I haven’t reviewed the file, 
and I know I was so determined to prosecute the thing, Mr. Smith may 
have done it on his own, and he had authority to do so if he wanted 
to, if I was away, but I just don’t remember it. I sure don’t. And 
now, you may doubt me, now, and I think you do, but I tell you, I 
don’t, because I was determined about this case here. 

Mr. DeWrnp. Let me ask you this, Mr. Caudle: You remember that 
the Aaron and Freidus case had also been referred to the United 
States attorney for the eastern district of New York in Brooklyn ¢ 

Mr. Caupie. That was another case. 

Mr. DeWrnxp. But it involved the same defendants, did it not? 

Mr. Caup.e. There were two cases. 

Mr. DeWinp. And so the case had been referred to two districts / 

Mr. Caupte. Yes, sir. 

Mr. DeWinp. Do you remember on January 13, 1951, Mr. Caffey 
wrote you a letter regarding the eastern-district prosecution, in which 
he said to you: 


It would appear to me that, based upon former findings by your office, as well 
as by the Bureau, it would be perfectly in order, upon request of taxpayer, for 
your office and the Bureau to give the district attorney's office for the eastern 
district of New York the same opinion and advice regarding Aaron as was 
submitted to the southern district attorney. 


That is January 15, 1951. 
Mr. Cavupre. He may have written a letter, and I don’t remember 
it, Mr. DeWind. 
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Mr. DeWinv. You mean to say when you got that letter you didn’t 
say “What is this all about ?” 

Mr. Cavpte. I don’t know, Mr. DeWind, whether I ever read the 
letter, because a lot of letters come in that I don’t read, unless it is 
brought to my attention; and I don’t remember. 

Mr. DeWinp. This letter happens to start out, I believe, “Dear 
Lamar.’ 

Mr. Caup.e. Yes, sir. 

Mr. DeWrnp. Do you think you read it? 

Mr. Caupte. I may have. 

Mr. DeWinp. W ould it cause you some surprise: “Good heavens, 
what did we do!”? This letter indicates that you had earlier ad- 
vised against prosecution, and the same opinion and advice would 
be in orders says Mr. Caffey, to give to the eastern district. And how 
did Mr. Caffey know pews that / 

Mr. Caupte. I just don’t know, Mr. DeWind, because I do remember 
talking to Mr. Caffey about the thing, to tell him that I thought his 
people were aie and he couldn't resist a conviction, and they ought 
tobe tried. Now, I just don’t know, sir. 

Mr. DeWinp. Well, now, here you receive a letter from Mr. Caffey 
indicating that your office had given an opinion and advice to the 
southern district which Mr. Caffey thought would be nice to give 
to the eastern district, and = at did you do then? Did you look into 
the file? 

Mr. Caup.e. No, sir: I don’t believe I did, and I know there was 
some discussion about it, and some recommendation about the matter 
from the United States attorney, and I just don’t know. 

Mr. DeWinv. Weren't you shocked to discover that you had given 


an opinion and advice that the taxpayers’ counsel thought was pretty 
good ? 
Mr. Caupte. Well, now, Mr. DeWind, I tell you, T can’t remember 
telling Mr. Caffey I eh think Mr. Aaron ought to be prosecuted, 
Mr. DeWinp. Mr. Caffey knew about it, and he wrote you in 1951: 


Dear LAMAR: It would be appropriate, perfectly in order, for you to give 


the same opinion and advice to the eastern district * * *. 


Mr. Caupie. Well, now, but you see, I didn’t give any advice: Mr. 
Smith wrote the letter. 

Mr. DeWinp. But it was brought to your attention in January 
that Mr. Smith had apparently been straying off the reservation / 

Mr. Caupte. No; I don’t say that, now, sir, and I just don’t remem- 
ber talking to Mr. Smith about the thing, except insisting on the 
man—— 

Mr. DeWrnp. Weren't you terribly surprised when you got the let- 
ter‘ 

Mr. Caupie. I don’t think so. Aaron was indicted over in the 
eastern district, and then Freidus and Aaron were indicted over in 
the Manhattan district. 

Mr. DeWrnp. But weren't you terribly surprised to learn that your 
office had given opinion and advice not to prosecute ? 

Mr. Cavup.e. W ‘ell, I know one thing: If any such letter had been 
handed to me, based upon Dr. Hitzig’s report, I would have turned 
it down. 

Mr. DeWinp. Well, that is hardly responsive. As a lawyer, I 
think you know it is not responsive. What I asked you was: When 
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you got the letter from Mr. Catfey telling you that he would like 
to have you advise the eastern district not to prosecute on medical! 
grounds, in the same way you advised the southern district, what 
did you do about it 4 

Mr. Cavupie. I do not remember, and I do not remember, sir. 

Chairman Kine. Mr. Rothwacks, will you take the stand, please / 

Do vou solemnly swear that the testimony you will give will be 
the truth, the whole truth, and nothing but the truth, so help you 
God / 


Mr. Rovuwacks. I do, sir. 


TESTIMONY OF MEYER ROTHWACKS, CHIEF OF THE CRIMINAL 
SECTION OF THE TAX DIVISION OF THE DEPARTMENT OF 
JUSTICE 


Mr. DeWixn. Mr. Rothwacks, would you state your full name 
please ¢ 

Mr. Roriwacks. Mever Rothwacks. 

Mr. DeWisp. In October of 1950, Mr. Rothwacks, what was yout 
position in the Department of Justice / 

Mr. Roviwacnks. Tthink that | was made chief of the Criminal Tax 
Section of the Department of Justice on or about September 15, 
L950), 

Mr. DeWinp. Mr. Rothwacks, would vou look at the letter dated 
October 4, 1950, addressed by Mr. Caudle to Mr. Oliphant, in the 
Freidus and Aaron matter / 

Mr. Roruwacks. Yes, I see it. 

Mr. DeWinp. Now, on this letter, there appears at the top left 
hand corner the initials, “TLC: MR: vid": is that right / 

Mr. Roruwacks. That is right. 

Mr. DeWtnp. This is the letter that transmits to Mr. Oliphant the 
Hitzig report in the Aaron and Freidus case: is that right / 

Mr. Roruwacks. [t appears to be so. 

Mr. DeWinp. Now, do you have any recollection about the cireum- 


stances under which vou prepared that letter ¢ 
Mr. Rovinwacks. Well, E-know from the copy of the letter before 
me that L prepared the letter, and it bears my initials and my secre 


tarv’s initials, 

Mr. DeWinxp. Can vou recall whether vou were directed by some 
bod, to prepare that letter / 

Mr. Roriuw ac Ks. l cannot reeall whether | was directed by ani 
body to write the letter, Lyuat that would have been the normal pro- 
cedure in cases of this kind. [assume that we did receive a report 
from Dr. William Hitzig. and it would have been a normal thing to 
have submitted that report to the Chief Counsel of the Bureau of 
Tnternal Revenue. 

Mr. DeWinp. That is true, even when the case is under indictment 
and awaiting trial? 

Mr. Rortiwacks. Yes, it would, for this reason—and may Lexplain 

There have been several cases, not many, beeause while we have 
been talking about health cases as if they were involved in all of our 
tax fraud CUSES, actually the percentage in which they are involved 
is very few. In some cases, which L can specifically reeall, after 
indictment has been returned and where medical statements are sub- 
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mitted on behalf of the taxpayers, the material is forwarded either 
to the United States attorney directly, or, if there has been no public 
health examination, to the Chief Counsel of the Bureau of Internal 
Revenue, because it is he who orders the Public Health examination. 
And that might have been a possibility in this case. 

Mr. ly WuINpb. Now, the Hitzie report you have seen, have vou 
not / 

Mr. Roruwacns. Yes, sir, L have. 

Mr. DeWinp. On the basis of that report, would a recommendation 
against prosecution be made by the Department of Justice / 

Mr. Roruwacks. On the basis of that report exclusively ¢ 

Mr. DeWinp. Yes. 

Mr. Roruwacks. No. And may I supplement that just a bit? 
The report does indicate clearly that Mr. Aaron had a rather serious 
heart condition, and when we get a report, as we have in the past, 
from some doctors, that a taxpaver can stand trial but that it might 
be necessary to give him nitroglycerin tablets during trial, that gives 
us pause—pause enough to want to have the man examined by a Public 
Health doctor. 

Mr. DeWinp. Well, now, in this particular case, at the time the 
letter was written, Judge Weinfeld had set the case for trial, hadn't 
he. despite Dr. Tlitzig’s report 4 

Mr. Roruwacks. | think that is correct. 

Mr. DeWinp. Then of what concern was it to the Department of 
Justice to receive this report and transmit it ¢ 

Mr. Roriuwacks. Very limited concern, but this: That the court, 
on its own motion, or motion of defendant. or on a motion for a 
rehearing us to the medical status, could consider a further Publie 
Health report if one were submitted. But that would have to be not 
at the motion of the Department of Justice, because our tirm policy 
has been. after indictment has been returned. not to move the court 
to dismiss for health reasons, and we have never done that in a single 
instance, as far as | can reeall. 

Mr. By WiuNpb. Well. now, the purpose of this letter Was not to get 
a Public Health report, was it 4 

Mr. Roriwacks. That is not the stated purpose. The purpose 
of the letter was to submit information to the Bureau of Internal 
Revenue. 

Mr. DeWinp. Wasn't the Purpose of the letter expressed in the 
last paragraph / 

Mr. Rovuwacks. Yes | reading}: 

. * we would appreciate your comments on the enclosed medical reports 
as soon as possible 

And. of COlrse, theoretically, that leaves Open to the chief counsel 
the rielt fo state or siueevest or have n Public Hlealth Service report 
made. and that is a possibilitv. And [Tam conjeecturing, and I don't 
know, 

Mr. DeWinn. We don’t want conjecture, Mr. Rothwacks. 

Mr. Ror. \C KS, The Answer Is, | don't know what the purpose 
was. and the purpose was to submit the report of Dr. Hitzig to the 
Bureau of Internal Revenue. spel for whatever comment the ehief 


counsel night rake 
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Mr. DeWrnp. Now, this last paragraph, the portion which you 
read, says: 

In view of the short time remaining before the trial of Aaron, we would 
appreciate your comments on the enclosed medical reports as soon as possible 

Mr. Roruwacks. That is right. 

Mr. DeWrnp. That is not asking for a Public Health doctor's ex- 
amination; it is asking for comments on these medical reports. 

Mr. Roruwacks. Exactly. Not necessarily exclusively a comment 
on the report; it would be a comment on the entire matter of health, 
and that might include, conceivably, a further—or I don’t believe 
there was a Public Health report, but it might include a Public 
Health—— 

Mr. DeWrnp. Let us eliminate the conjecture. What the letter 
says is, “we would appreciate your comments on the enclosed medica! 
reports” ¢ 

Mr. Roruwacks. Exactly. 

Mr. DeWinpv. Now, the only officially appointed doctor in that 
matter was Dr. Hitzig? 

Mr. Roruwacks. As far as T can recall. that is right, sir. There 
had been no Public Health Service examination. 

Mr. DeWinpv. And you have said on the basis of Dr. Hitzig’s report 
alone it would have been contrary to the Department's policy to ree- 
ommend against prosecution ¢ 

Mr. Roruwacks. Yes, sir. 

Mr. DeWinp. Now, why was this letter prepared by vou for Mr. 
Caudle’s signature ¢ 

Mr. Roruwacks. My shop is the letter-preparing shop. sir. We 
prepare hundreds of letters, and they are prepared on the basis of 
recommended action. 

Mr. DeWinp. You didn't undertake to write this letter of October 
14, 1950, on your own motion ¢ 

Mr. Rornwacks. I would think not, sir. T would think that it 
was done in connection with a submission to me of Dr. Hitzig’s report 
and a statement as to what was desirable to be done in connection with 
that report. 

Mr. DeWinp. All right. Now, who would have told you about 
that ? 

Mr. Rornuwacks. Either Mr. Smith or Mr. Caudle. And I cannot 
and I do not have any recollection as to who the individual was, might 
have been. 

Mr. DeWrnp. You have no recollection of discussing this matter 
with anybody ? 

Mr. Rormwacks. No, sir. 

Mr. Byrnes. Does the file, there, show anything about a memo 
randum ¢ 

Mr. Roruwacks. No; I looked for that. Mr. Congressman. It 
does not. 

Mr. Byrnes. Do T understand that the file does not even contain 
a letter transmitting the doctor's report to the Department ‘ 

Mr. Rornmwacks. I will have to check. 

Mr. Kean. Would a letter, all letters going from the Department, 
your Department, to Mr. Oliphant, be prepared in this formal form, 
so that they would be signed by the Assistant Attorney General ¢ 
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Mr. Roruwacks. There are very few letters, sir, that are actually 
signed by the Assistant Attorney General. 

Mr. Kean. No; but prepared as if they were. 

Mr. Roruwacks. Oh, this is the standard form of preparation : yes. 

Mr. Kran. You would not send letters like this over to Mr. Oliphant 
signed by yourself ¢ 

Mr. Roruwacks. Yes. ‘That would be the standard operating pro- 
cedure, the letters prepared for Mr. Caudle’s signature. 

But in the great majority of instances as far as criminal tax work 
was concerned, the letter would be signed by me. As far as civil trial 
work was concerned, the letter would be signed by Mr. Andrew D. 
Sharpe, head of the Civil Trial Section, or the letter could be signed 
by Mr. Mannie Sellers, head of the Compromise Section, or Mr. Ellis 
Slack, head of the court of appeals section. 

Mr. Kean. Yes. But they would be signed by you with Mr. 
Caudle’s name—— 

Mr. Roruwacks. Yes, sir. 

Mr. Keax. What I am trying to get at is that you wouldn’t, in 
the normal course of events, send over a thing like this to Mr. Oliphant 
without signing Mr. Caudle’s name to it 

Mr. Roruwacks. Exactly, sir. 

Mr. DeWrxv. Would you put your initials on it in any way to indi- 
cate who had signed the letter ¢ 

Mr. Rornwacks. If the letter was dictated by me, my initials would 
always be on it. 

Mr. DeWinv. No, Mr. Rothwacks. Your initials show the prepa- 
ration of the letter. 

Mr. Roruwacks. Yes. 

Mr. DeWixv. But some of the letters would undoubtedly be signed 
by Mr. Candle, some might be signed by Mr. Smith, some might be 
signed by vou. Did you have any system of indicating who signed 
the letters / 

Mr. Roruwacks. No; except with reference to the other letters— 
what is the date of it:—by Mr. Turner L, Smith—— 

Mr. DeWinp. I will come to that. 

Mr. Roruwacks. That was actually signed. I saw the copy in the 
United States attorney's file. That was actually signed by Mr. Smith. 
But | would have to get the Bureau file to determine who signed this 
letter dated October 4, 1950. [ would say, though, that the chances 
are that that letter was signed by myself. 

There are some letters that Mr. Caudle did sign, or that any Assist- 
ant Attorney General in charge of the Tax Division would sign, but 
most letters, the great majority of letters, would be signed by his 
section chiefs, prepared for his signature, that is, for his name, but 
actually literally signed by his section chiefs. 

Mr. DeWinv. Now, Mr. Rothwacks, do you have any notion of why 
the Department of Justice would want internal revenue comments on 
a medical report that on its face would not be the basis for a recom- 
mendation of no criminal prosecution / 

Mr. Roruwacks. Oh, yes. That is done on very, very many occa- 
sions, when the health issue is raised. 

Mr. DeWrnpv. And even when a judge has sent the case for trial 
despite the report ? 

Mr. Roruwacks. Well, that situation is relatively unique. 
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Mr. DeWinp. That is the situation we are talking about. 

Mr. Roruwacks. No, [thought your question was: Do we send over 
medical reports like this to the chief counsel's office’ And my an 
swer to that was: “Yes”: we do. 

Mr. DeWinv. Of course, that is still in the Department. But here 
is a situation 

Mr. Rormwacks. No: even when it is not in the Department, Mr. 
DeWind. I tried to explain that to vou before. There are several 
cases, several cases, in which indictments have already been returned, 
and the health issue was raised for the first time after an indictment 
was returned. Now, the Department's policy is not to move the court 
to dismiss. but we do submit to the court any medical materials that 
are given to us either by the Bureau of Internal Revenue in the form of 
public health reports or by the taxpayers’ own doctors. We will sub- 
mit them to the United States attorney to present to the court for the 
court’s own information and edification, but without a motion to dis- 





iiss, 

Mr. DeWinp. Just a minute, Mr. Rothwacks. 

Mr. Roruwacks. Yes, sir. 

Mr. DeWixn. You know that has no application to this sitnation. 
This report—just a minute—this report from Dr. Hitzig was a report 
that had been presented to the court already, 

Mr. Roriuwacks. Yes: [I know that. 

Mr. DeWixp. Now, what possible purpose was to be served by 
submitting that report to the Bureau of Internal Revenue ¢ 

Mr. Rorvuwacks. Mr. DeWind, LT discussed that with vour Mr. 
Schapiro for hours. 

Mr. DeWinn. Well! 

Mr. Roriwacks. The only possible purpose I can see, and 1 want 
to state this right now: Mr. Caudle and Mr. Oliphant, no matter how 
much they agreed that the case of Mr. Aaron should not be tried, were 
absolutely powerless to prevent that trial. 

Mr. DeWinp. Now, just a minute. Justa minute. Suppose a letter 
is prepared stating that it ts against the Department of Justice poliey 
to prosecute ina case of this kind. 

Mr. Rovuwacks. Yes; when the case is before us. 

Mr. DeWinxp. Yes: that it would be against your policy to prosecute 
this case. 

Mr. Reritwaecks. If the case is before us before indictment, Mr. 
DeWine. 

Mr. DeWinb. Of course, that is the only time you pass on it. 

Mr. Rormwacks. That is right. 

Mr. DeWinp. But if the question was for you to pass on, you 
wouldn't prosecute f 

Mr. Roruwacks. I didn’t get that. 

Mr. DeWinv. If the question were for you to pass on, you wouldn't 
prosecute ¢ 

Mr. Roruwacks. On the basis of this report alone ¢ 

Mr. Dre Winp. No: suppose a letter stating that on the basis of this 
report you would not prosecute, if the matter were for your decision— 
if such a statement were made and presented to the judge, might it 
not greatly influence the judge to reconsider his decision? Wouldn’t it 
be something for the judge to give serious thought to? 
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Mr. Rormwacks. Mr. DeWind,. that is a rational possibility, cer- 
tainly. Certainly. 

Mr. DreWIND. Well, enh vou see ans other rational possibility in 
writing that letter / 

Rornuwacks. No: | cannot. [can't see any reason why the 
letter Was written. as a matter of fact. 

Mr. DeEWrnn. Well. that would be a reason. wouldn't it / 

Mr. Roruwacks. Except for informational purposes, to tell Mr. 
Saypol that although our decision might have been different had the 
case heen here before indictment, nevertheless the court had already 
ruled and the court was to go on. , 

Mr. ia) WN». Not "our decision night have been itferent.” “Our 
decision would have been cditherent.” 

Mr. Rorawacks. That is right. 

Mr. DeWinp. That statement. Vou said, would have a rational ex- 
planation if it were to be produced and shown to Judge Weinfeld on a 
petition for reconsideration. It would make some rat ional sense, would 
it not 4 

Mr. Roruwacks. That is in the realm of conjecture, and [ think 
what vou say is a rational possibility : ves. 

Mr. DeWinxp. But the informational possibility, that you just 
wanted to tell the United States attorney that the case was sent down 
for trial, which was a matter which had been brought to his atten- 
tion some 2 weeks before—that is not very ral ional, 

Mr. Roruwacks. That is less rational than the other. IT will agree 
with vou. Because in this case an indittment having been returned 
and the eourt having already appointed the doctor, and the doctor 
having already said the man must stand trial, there is nothing that 
anvbods in the Department of Justice could have done under the 
policy to prevent trial. That is why the case doesnt make sense to me. 

Mr. DeWinp. Let's see if we can make a littl more sense to it. 
Suppose Mr. Saypol. upon receipt of this letter, had decided that in 
view of the Department's policy hot to prosectite in a case of this 
kind. that he should take the matter before the court and say, “IT de- 
cided that } want to conform to the Departinent policy, and | urge 
the court to drop this case.” Would that have been a possibility? 
Can't the United States attorney decide to drop a case 

Mr. Ry ig veks. | could say that speaking theoretically that is a 
possibility. but speaking with respect to Mr. Saypol’s oflice there was 
absolutely no possibility “ that happening in this case. 

Mr. DeWinp. I think it is entirely clear that Mr, Saypol’s views 
in this case were in shar be edt cnosa# with the views of the Depart- 
ment all the way through 

Mr. Rornwacks. Yes, 

Mr. DeWinp. Now. if there is no rational explanation for this pro- 
ceeding except to create a possibility of not prosecuting the case, 
\ hv did you write this letter to Internal Revenue / 

Mr. Roruwacks. Which one, sir? 

Mr. DeWinp. The first one: the only one you wrote. 

Mr. Roruwacks. October 47 

Mr. DeWinp. Yes. 

Mr. Roruwacks. T must surmise that the letter was written because 
ag “hy “ev of Dr. William M. Hitzig was presented to me. 

. DeWinv. Now, did Mr. Caffey present that to vou 
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Mr. Roruwacks. I have no recollection of it, and I would say “No.” 


I would say “No.” 

Mr. DeWrnp. Did any representative of the taxpayer present that 
to vou? 

Mr. Roruwacks. I have no recollection of it, and I would say “No.” 
Had that been done, Mr. DeWind, there would have been a memo- 
randum in the file under my name. 

Mr. DeWinp. All right, now. Given these circumstances, what is 
the rational explanation of why you would write this letter? 

Mr. Rornwacks. The submission of the report to me and a request 
by Mr. Smith or by Mr. Caudle or both that it was proper and appro- 

riate to write this letter. 

Mr. DeWinp. So the explanation is that you were asked to do it? 

Mr. Roruwacks. Mr. DeWind, I have no specific recollection of the 
matter at all. Iam reconstructing. I have absolutely no recollection 
of it. 

Mr. DeWtnp. Well, you feel pretty certain that you must have been 
asked to do it? 

Mr. Rorawacks. Well, Mr. DeWind, one as section chief handling 
hundreds of cases just doesn’t write letters without a reason. 

Mr. DeWrnp. That is, you would not have undertaken to do this 
on your own motion, because you would have thought it an irrational 
thing to do, so you must have done it on somebody else’s motion. 

Mr. Roruwacks. Well, Mr. DeWind, I wouldn't go that far. 

Mr. DeWrnp. Wouldn’t you really go that far? Isn’t that just 
what you mean? That this is something you would not have done on 
your own ¢ 

Mr. Roruwacks. When I speak of irrationality, I am not speaking 
of this letter of October 4, 1950. 1 am speaking of the possible con- 
struction placed on the other letter by your committee, to the effect 
that there was some pressure or suggestion put on Mr. Saypol not to 
prosecute this case—when I tell you categorically, firmly, and vigor- 
ously, that the unswerving policy of the Tax Division of the Depart- 
ment of Justice, after an indictment has been returned, is to leave 
to the court and to the court exclusively the determination of the 
question whether or not there shall be a dismissal of an indictment for 
health reasons. 

Mr. DeWinb. You have no choice in that manner? 

Mr. Rormwacks. Therefore, this makes no sense to me. It is a 
gratuitous thing. It is a meaningless thing. It is empty. 

Mr. DeWinp. But I think we have got two explanations already 
that do make sense, one that the counsel for the taxpayer could make 
use of this before the judge, possibly. 

Mr. Rornwacks. That is a rational possibility. One could not 
deny that. 

Mr. DeWinp. And Mr. Caffey apparently did learn of the existence 
of this what he called opinion and advice. 

Mr. Roruwacks. I had no knowledge of that, sir. 

Mr. DeWtnp. Well, there is a letter in the file indicating that he 
did. Now, the other possibility is that it might influence Mr. Saypol. 

Mr. Rormwacks. No, I think that would be an impossibility in these 
circumstances, absolute impossibility. 

Mr. DeWinxp. But it could. 
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Mr. Roruwacks. No. Categorically, no. I have worked with Mr 
Saypol long enough to know that he would not in a matter like this 
be influenced at all with respect to the dismissal of the case of Aaron 
in this instance. 

Mr. DeWinp. Oh, this is a matter, you mean, of personal appraisal 
of Mr. Saypol ¢ 

Mr. Roruwacks. On the basis of long experience with his office, I 
know categorically that he would not be influenced to the slightest 
extent, and neither would Mr. Bruno Schachner, who handled these 
cases in Mr. Saypol’s office. I know that from long experience with 
him. 

Mr. DeWtnp. That is your appraisal of the quality of these people, 
and Lam not disagreeing with it. 

Mr. Roruwacks. Exactly. On the basis of my long experience 
with them. 

Mr. DeWrxp. But talking in terms of power and possibility, Mr. 
Saypol could certainly have received this letter, and if he had felt 
inclined to go along with the Department's statement of policy, he 
could have gone to the judge and said, “Please dismiss this case.” 

Mr. Roruwacks. Mr. DeWind, I can’t conceive of that as a possi- 
bility. 

Mr. DeWinv. Allright. Now, this statement of Department policy 
contained in this letter is not an accurate statement of Department 
policy; is that right ¢ 

Mr. Roruwacks. Oh, the statement of Department policy is aceu- 
rate, but the application of facts to the poliey isn’t accurate. 

Mr. DeWixp. That is what I meant. In this particular ease, the 
statement is made that had this Hitzig report been presented to the 
Department prior to referral, the case would have been dropped. 

Mr. Rorawacks. Well, all IT can say to that, Mr. DeWind, is to 
give you a personal opinion. If L were asked, on the basis of Dr. 
Hitzig’s report alone, what | would do, let’s say if the case had been 
before our office without indictment, most certainly on the basis of 
that case, | would have ordered a Public Health Service examination. 
Most certainly. 

Mr. DeWinp. So here vou have an inexplicable letter which mis- 
states the Department policy, in your opinion. 

Mr. Rormwacks. It does not misstate the Department's policy. I 
said that before, and you agreed with me, Mr. DeWind. It states cor- 
rectly the Department's policy. But the application of the facts to the 
policy is not correct, 

Mr. DeWinp. I don’t notice that the letter states the Department’s 
policy in any way except to state that, on the basis of Dr. Hitzig’s 
report alone: 

This office is of the opinion that if the matter of health had been presented 
prior to transmission of the case to the United States attorney's office, prosecu 
tion would have been declined as to Mr. Aaron, 

That is the only statement of Department policy. 

Mr. Roruwacks. Well, Mr. DeWind, we are talking in context of 
a communication between the Tax Division and the United States 
attorney's office that has done a very substantial amount of work 
with us. They know our policy, what our policy is, in these matters. 

Mr. DeWinp. I think we are talking round and reund. 

Mr. Rormwacks. Perhaps so. 
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Mr. DeWinp. And I think you know it, too. What I am saying is 
this, that this letter, which is inexplicable to you, contains an applica- 
tion of Department policy which to you seems to be very inaccurate. 

Mr. Roruwacxs. Mr. DeWind, I would like to make my own state- 
ment of the construction of that letter. 

Mr. DeWtnp. Is that a fair statement of that ? 

Mr. Rortiwacxs. No, it is an incorrect statement from my point 
of view. 

Mr. DeWinp. All right. You state what your point of view about 
this is. 

Mr. Roruwacks. All right. I will state it. The Department’s 
policy after indictment had been returned is to leave the matter of the 
dismissal of an indictment for health reasons entirely and exclusively 
to the exercise of the court’s discretion. Now, even after an indict 
ment has been returned, the Department will still submit to the United 
States attorney Public Health reports or reports of private doctors 
submitted by taxpayers’ counsel, and request the United States at 
torney to submit all of that material to the court for the guidance of 
the court in his determination whether or not a dismissal shall follow. 

Mr. DeWinp. Mr. Rothwacks, I didn’t make myself clear to you, 
evidently. 

Mr. Roruwacks. All right. 

Mr. DeWinp. I am not talking about that policy at all. Tam talk- 
ing about the Department's policy in health cases where it decides 
the matter before referral. 

Mr. Roruwacks. All right, sir; Now, on that—— 

Mr. DeWinp. Just a minute. 

This letter states that the Department, if it had considered this 
Hitzig report prior to referral—*“prosecution would have been de- 
clined as to Mr. Aaron.” 

Mr. Rormwacks. Yes. 

Mr. DeWinp. Now, I gather it is your view, vour personal view, 
that that is an inaccurate statement / 

Mr. Rornwacks. My personal view is this: That if the Hitzig re 
port had been submitted to me for my determination, whether a «is 
missal should follow on the basis of that report alone, | would have 
been constrained to rule in favor of prosecution on the basis of Dr. 
Hitzig’s unequivocal statement in the last paragraph of his letter that 
although he admits the possibility of a fatal heart attack during trial, 
he nevertheless thinks that the man can stand trial. 

Mr. DeWinv. Well, now, if you thought that the statement of w! 1 
the Department would have done in this case was inaccurate and had 
been misapplied, why did you prepare this letter / 

Mr. Roriuwacks. Well, Mr. DeWind—— 

Mr. DeWixp. I will point out something to you, Mr. Rothwacks, 
that I am sure you will notice: That this statement is not your staie- 
ment but in quot: itions, being information said to have been given to 
Deputy Attorney General Peyton Ford. 

Mr. Rormwacks. Yes. 

Mr. DeWixp. Now, can you tell us from what this quotation was 
drawn / 

Mr. Rorimwacks. Yes, I think it was from a memorandum from Mr. 
Peyton Ford. 








INTERNAL REVENUE INVESTIGATION 1141 


Mr. DeWinpv. Did you prepare the memorandum from Mr. Peyton 
Ford ¢ 

Mr. Roruwacks. I will have to see, sir. I will have to see. [Ex- 
amines file. | 

The memorandum which is before me is signed by Turner L. Smith, 
and I don’t have any initial here. I don’t know whether it was pre- 
vared by me or not, 

Mr. DeWinp. If it was prepared by you, would it not have your 
initial on it? 

Mr. Roruwacks. The yellow sheet would have my initial on it. 
And it might very well have been prepared by me. Let me check my 
file and see, 

Well, it is not signed, but it is Mr. Smith’s memorandum, not mine. 

Mr. DeWinv. Well, would that be the explanation, that in this letter 
you quoted simply Mr. Smith’s views in the matter and not your own ¢ 

Mr. Roruwacks. Well, the explanation is that the views quoted in 
the letter are the views stated in a memorandum prepared under the 
-ignature of Mr. Smith. 

Mr. DeWinp. Did you talk to Mr. Smith about this at the time vou 
prepared this letter / 

Mr. Roruwacks. T have absolutely no recollection of that, and there 
is no memorandum in the file which would aid me. If there had been 
« conference, there probably would have been a memorandum. 

Mr. DeWinp. Well, weren't you concerned about the misstatement 
of the application of the Department policy ¢ 

Mr. Rormwacks. Mr. DeWind, I was not at all concerned about 
this matter, because it was as clear as crystal to me that an indictment 
lad been returned and, Judge Weinfeld having ruled that the de 
fendant must stand trial on the basis of Dr. Hitzig’s report, that our 
own policy made it impossible that trial would not follow. 

Mr. DeWinp. Now, are you saving that because vou thought it was 
impossible that this letter could have any effect vou therefore didn't 
care ¢ 

Mr. Rormwacks. I am not saying that at all. T don’t have any 
recollection of giving the matter very much consideration. IL have 
no recollection about it. But I know—I am just as sure of the fact as 
that Tam here—that under these circumstances it is sheer insanity to 
think that under the circumstances of this ease anyone could have 
supposed that Mr. Aaron would not go to trial for health reasons. 

Mr. DeWixv. Why did you write a letter that you thought was 

leer Insanity ¢ 

Mr. Roruwacks. I did not write a letter that T thought was sheer 

sanity. The letter did not state that Mr. Aaron was not going to 
be tried, . 

Mr. DeWinxp. What possible reason is there for the letter? 

Mr. Rornwacks. Well, that is a matter of interpretation. 

Mr. DeWinp. Can you think of any suggestion why such a letter 
should be written / , 

Mr. Rorunwacks. Yes. It isto me simply a statement of the United 
“tates attorney that, although the Department of Justice—and as Mr. 
Caudle has testified and as I will testify, wrongly so—had concluded 
on the basis of Dr. Hitzig’s report alone—alone—that prosecution 
would not be undertaken if an indictment had not been returned, 
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nevertheless an indictment had been returned, and we expected tly 
cnse to proceed, 

Mr. DeWinp. Then, Mr. Rotlwacks, let’s try to get at it this way. 
Would you have initiated the writing of this letter on your own? 

Mr. Rormuwacks. No, T don’t think so. 

Mr. DeWinp. That vou are perfectly clear on ¢ 

Mr. Roruwacks. I have no recollection of such initiation, Mi 
DeWind. 

Mr. DeWInp. Well, looking at the letter and considering the en 
cumstances, are you entirely clear that you would not have initiated 
this on your own? 

Mr. Rornwacks. All T ean say is now that if the matter were before 
me now, I would not have initiated that. What [I might hav 
done—— 

Mr. DeWinp. Well, it contains a misstatement, by citing a case, an 
application—it misstates the Department’s policy to the United State; 
attorney. And that would be something I should think you would 
not wish to initiate. 

Mr. Roruwacks. That is right. Most certainly I wouldn't wish to 
initiate it. 

Mr. DeWinp. That is what Iam trying to get you to say. 

Mr. Rormwacks. I do say that firmly. 

Mr. DeWinpb. Now, isn’t the same thing true of the letter that 
went to Mr. Oliphant asking for comments on the Hitzig report : 
that you would not have initiated that on your own motion ¢ 

Mr. Rormwacks. No; IT can't go that far with that letter, Mr. 
DeWind, because it seems to me perfectly possible that the Dr. Hitzig 
report might have been used as the basis for the obtaining of a Pub- 
lic Health Service report to be submitted to the United States at- 
torney for whatever purpose he deemed it useful or necessary under 
the circumstances. 

Mr. DeWinp. Well, now, do you consider it peculiar that on the 
very sume day that your letter was written, October 4, 1950, Mr. 
Oliphant advises Mr. Schwartz that he has agreed with Mr. Caudle 
that there should be no prosecution in this case and directs Mr. 
Schwartz to see that no Public Health examination is started ¢ 

Now, that memorandum dated October 4 is the same date you wrote 
this letter. 

Mr. Roruwacks. To see that no Public Health Service examina- 
tion—— 

Mr. DeWinp (reading) : 

Mr. Oliphant requested that I look at the files and take any action necessary (> 
recall any previous request for a Public Health examination, such examinat 
being unnecessary in view of his discussion with Mr. Caudle and the agreeme 
reached between them. 

Mr. Rormwacks. Well, Mr. DeWind, all T can say is that if T were 
cliscussing this matter with anybody solely on the basis of the Dh 
Hitzig report—and excluding the desirability of a further Public 
Health report—I could not have reached that conclusion. That is a 
I ean say. 

Mr. Krogu. Mr. Rothwacks, I understood from some testimon) 
previously that the policy of the Department was to have a Publ 
Health examination only where there has not been any court-ap 
pointed doctor. Am I correct in that? 
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Dr. Hitzig was appointed by the court. 

Mr. Roruwacks. The gener al policy y of both the Treasur y De spart- 
ment and the De - artiment Pot Justice is to be guided very F urge ‘ly by the 
conclusions of Public Health Service doctors. 

Mr. Krogu. Even where there is a court-appointed doctor / 

Mr. Roruwacks. Even where there is a court-appointed doctor, we 
would in proper circumstances and appropriate circumstances wish 
to ph we before the court a report of the Public Health doctor for the 
court's Information and guidance, yes; in proper and appropriate eir- 
cumstances. But to me the matter was moot and academic here, be- 
cause the court had named its doctor, its referee: and the court, on 
the basis of that referee’s decision, had decided it would go ahead. , 
So. the letter is a gratuitous thing, meaningless. 

Mr. DeWixp. And the letter to Mr. Oliphant in that sense is also 
gratuitous and meaningless, 

Mr. Roriuwacks. Yes: in that sense it is, except on the possibility 
suggested by vou, Mr. DeWind, which is a theoretical possibility and 
has a rational basis, that there might conceivably be a rehearing on the 
matter by the court. That is a possibility. But I don’t know whether 
it was a probability. I wouldn’t know. That is a possibility, cer- 
tainly. 

Mr. DeWinp. Yes: that the statement to the United States attorney 
that this is not the sort of case that the Department of Justice of its 
own motion would prosecute could be very influential if a judge was so 
inclined to view it. And I would think if you were attorney for the 
defendant in the case, and you got a letter such as this, you would 
certainly feel that vou had a weapon in your hands which might or 
might not be effective, but vou certainly had it. 

Mr. Rorinwacks. I might agree with vou, sir, except that T couldn't 
possibly agree with vou, since this case was in the southern district 
of New York. 

Mr. DeWinxp. You mean Judge Weinfeld was so well known to you 
that you did not feel—— 

Mr. Rormwacks. No, not Judge Weinfeld. T know Mr. Saypol 
under these circumstances, would have vigorously and strongly op- 
posed such a thing. 

Mr. DeWinxp. Yes: I am inclined to think from the file that Mr. 
Saypol would have had no part in this, and apparently he did not. 
At the same time, this might have been presented to a judge who con- 
ceivably could have felt that the Department of Justice policy in other 
matters should have been uniformly applied in reference to defend- 
ants, and he might have dropped the whole matter. 

Mr. Rornwacks. That is a possibility, sir. 

Mr. Kean. Mr. Rothwacks, I understand from the previous testi- 
mony that the file copy of this letter which you wrote, which was 
signed by Mr. Smith, was not in the file. 

Mr. Rormwacks. That appears to be so, But it is in my office file, 
which T have here. 

Mr. Kran. Oh. it is in the office file? 

Mr. Roviwacks. Yes, sir; it is. 

Mr. Kean. Ordinarily thev make 





Mr. Rormwacks. Well, what happens ordinarily in most cases is 
that after a letter is prepared the original, of course, is sent to the 
addressee; a copy is sent to my office file; one copy is put into the file 





1144 INTERNAL REVENUE INVESTIGATION 


of the attorney handling the case—in this case, Mr. McLean—an! 
another copy is sent for filing in the Department of Justice officia 
files, So, there are three depositories. 

ar Kean. The one missing is the Department of Justice officia! 

e 

Mr. Roruwacks. That is right. The copy is not here, although | 
is in the other files, in my official office file. 

Mr. Kran. And how do those copies go out from your office? Do 
they get put in an out basket, and then does your secretary route the: 
to the various places? Or what happens? 

Mr. Rormwacks. They would be routed by the person preparing 
the letter, by the secretary preparing the letter. 

In this instance, it would be routed by Miss Dowrick, who was m) 
secretary. 

One of the letters was prepared by her. The other letter I have no 
knowledge by whom it was prepared, 

Mr. Kean. The letter I am talking about is the letter signed by Mr. 
Smith, to Mr. Saypol, which has the initials “EJD.” 

Mr. Roruwacks. That is Miss Dowrick. That is right. 

Mr. Kean. That is your secretary ? 

Mr. Roruwacks. That is right. 

Mr. Kran. And, therefore, if the copy is not—is it attached to th: 
letter when it goes to Mr. Smith for signature? 

Mr. Roruwacks. I really don’t know. I think not. T think th 
original letter that goes from Mr. Smith’s signature would go along 
with a copy for his own file, and the remaining copies would be sen! 
to the other depositors. 

Mr. Kean. What would happen if he didn’t sign it, if he didn’t 
like it?) Then it would make for a lot of complications, if they hax 
already started to be routed to the other files. 

Mr. Roruwacks. I think you must be right. The thing must be 
routed in all directions after the letter is signed. That is probably it. 

Mr. Kean. Wouldn't it have been possible for Mr. Smith, if he 
had wanted to, to have taken out one of those copies and sent it to 
the attorney or given it to the attorney, as has been intimated as 
possibility ¢ : 

Mr. Rormwacks. Well, Mr. Congressman, I could not express any 
opinion on that. 

Mr. Kran. It could have been possible? 

Mr. Roruwacks. Well, anything is possible. It could have bee: 
possible for me to have removed it, but I know I did not. And | 
don’t know that it was removed. This may be just an inadvertence 
It might be the one letter that just is not here. 

Mr. Kean. Do you find that often letters are lost and you can’t fir 
them in the file? 

Mr. Roruwacks. No, sir; not often at all. No, sir. But oceasio: 
ally you will find a letter misplaced or put into the wrong file. Tha: 
is very rare, very infrequent, and has to be expected when you are 
dealing with thousands and thousands of letters. But I could no’ 
venture any opinion on why this copy is not here although it is | 
my oflice file. 

Mr. DeWrnp. Mr. Rothwacks, I would feel, and I would like to 
know whether you agree or not, that it is a fair conclusion from t) 
testimony you have given here that you would not, unless requested 
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by Mr. Turner Smith or Mr. Caudle, have initiated this exchange 
of correspondence, the letter to Mr. Oliphant and the letter to Mr, 
Saypol. 

Mr. Roruwacks. Mr. DeWind, T think I can state, especially in 
view of the fact that it appears Mr. Caudle did have a conference 
with Mr. Oliphant in the matter, that certainly the letters must have 
been written and prepared as a result of that conference, and I could 
know about them only by having somebody tell me about them. But 
I do not have any specific recollection as to it, and I could not give 
you any specific recollection. 

Mr. DeWrnp. That is all I have. 

Chairman Kine. You may be excused, Mr. Rothwacks. 

Mr. Rormwacks. Thank you. 

Chairman Kine. Mr. Oliphant, will you come forward, please? 
Will you be sworn ? 

Do you solemnly swear that the testimony you will give will be 
the truth, the whole truth, and nothing but the truth, so help you 
God? 

Mr. Ourenant. I do. 

Chairman Kine. Be seated. 

Mr. DeWinp. Mr. Oliphant, would you give your full name, please? 


TESTIMONY OF CHARLES OLIPHANT, CHIEF COUNSEL, BUREAU OF 
INTERNAL REVENUE 


Mr. Ouiruant. My name is Charles Oliphant. 

Mr. DeWinpv. You are chief counsel for the Bureau of Internal 
Revenue? 

Mr. Ourenanr. I am assistant general counsel for the Treasury 
Department and operate under the title “Chief Counsel for the Bureau 
of Internal Revenue.” 

Mr. DeWinpv. Do you have with you your files and memoranda in 
connection with the Aaron and Freidus case ¢ 

Mr. OureHantr. I have with me such files as we have in connection 
with the Aaron and Freidus case. 

Mr. DeW inp. Now, can you find in that file a letter to you from 
Mr. Caudle dated October 4, 1950 ¢ 

Mr. Ouienanr. You appreciate, Mr. Chairman, that I had just been 
called on this matter and have not been able to go over my files at all 
with respect to them. 

I have a letter dated October 4, 1950, addressed to me, by the Assist- 
ant Attorney General in charge of the Tax Division, which is dated as 
received in my oflice on October the 4th. 

Mr. DeWrnp. Can you tell the committee, Mr. Oliphant: Does that 
letter bear the signature of T. Lamar Caudle? 

Mr. OureHant. That is correct. 

Mr. DeWinp. Can you also tell from your own knowledge whether 
that signature is his personal signature? Can you tell from your 
experience of seeing Mr. Caudle’s signature whether that is his own 
handwriting ? 

Mr. OvreHant. I couldn’t say whether it is or is not. 

Mr. DeWinp. Might I see that letter for a moment ? 

Mr. Ovrenant. Certainly. 
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Mr. DeWinp. Mr. Chairman, may the record show that Mr. Roth- 
wacks tells me that he signed Mr. Caudle’s name to that letter ¢ 

Mr. Oliphant, do you find in that file a memorandum prepared for 
the file by Richard C. Schwartz also dated October 4, 19504 

Mr. Ouvreuanr. There is. 

Mr. DeWinxp. You might take a look at that, if you would, unless 
you are already familiar with it. 

Mr. Ourenant. I have the memorandum before me, Mr. DeWind. 

Mr. DeWixp. Now, do you recall the conversation with Mr. Caudle 
that is referred to inthat memorandum ¢ 

Mr. Ourreuanr. If I may, I will read the memorandum that is in the 
file. 

Mr. DeWunp. I believe it has already been read into the record once 
today, if you don’t mind. 

Mr. Ouitenanr. It refers to a discussion that I had with Mr. Caudle, 
so that, obviously, I did have a discussion with Mr. Caudle. 

Mr. DeWinp. Do you recall the discussion that you had ¢ 

Mr. Ouienanr. IT have no independent recollection now of the dis- 
cussion. I would certainly assume that I did have the discussion. 

Mr. DeWinp. Well, this memorandum prepared by Mr. Schwartz 
does not bring the matter back to your mind; is that right? 

Mr. Ourrnant. I am basing my recollection entirely upon this 
memorandum, since I do not have a record of any telephone call with 
Mr. Caudle. I do not have in my personal office file any file with re- 
spect to this memorandum. 

Mr. DeWinv. Well, do you recall how this discussion took place? 

Mr. Ourreuant. This discussion could have taken place in Mr. 
Caudle’s office. It could have taken place by phone, when it wasn’t 
necessarily noted. But in any event, it did take place. 

Mr. DeWinp. Well, can you recall where it took place? 

Mr. Ovirnanr. | cannot say from my own recollection whether it 
was Mr. —— 

Mr. DeWtnp. All I am saying is: Do you have a recollection of 
where it took place ? 

Mr. Ouienanr. I do not have a recollection of whether it was by 
conference or whether it was by telephone. 

Mr. DeWinp. If it had been a telephone call, in the ordinary course 
of vour practice would you have had a memorandum in the file 4 

Mr. Ourenant. Not necessarily, sir. 

Mr. DeWinp. Well, would it be your general practice to make a 
record of telephone conversations concerning cases ¢ 

Mr. Ourenanr. Most cases we have a record of some kind with 
respect to telephone calls. 

Mr. DeWinp. Have vou checked your telephone memoranda to see 
if there is anything in them ? 

Mr. Ourpuanr. I have, sir. 

Mr. DeWrxp. Do you find any ? 

Mr. Ourruan'r. I do not, sir. 

Mr. DeWinp. Now, if vou had a conference in Mr. Caudle’s office, 
or in your own office, with Mr. Caudle, of this sort, would you have 
made a record of that? 

Mr. Ourenanr. Ordinarily, T should say not. The way I operate 
my office is: Where there is a conference in the office with, say, one 
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yerson or just two, I may make a detailed record. I may have some- 
wdy prepare a detailed memorandum. I may not. 

Mr. DeWinpv. Well, Mr. Oliphant, [ would like to show you a photo- 
static copy of a medical report made in this case by Dr. William M. 
Hitzig, a report addressed to the Honorable Edward Weinfeld, judge 
of the southern district of New York, and ask you whether you recall 
ever seeing this report before. 

Mr. Ourruanr. I do not recall having seen the report of Dr. Hitzig, 
dated September 22, 1950. 

Mr. DeWinp. Well. if vou conferred with Mr. Caudle, as this memo- 
randum says, and reached an agreement that Aaron should not be 
prosecuted on the basis of the medical findings, would you have exam- 
ined this report before you reached that conclusion ? 

Mr. Oureuanr. Well, Mr. DeWind, if T can, not having seen the 
report, [ would surmise that we had a telephone conversation in 
connection with this case. 

Mr. DeWinp. Would you agree with Mr. Caudle on the basis of a 
telephone conversation without seeing the report to agree to no 
prosecution ¢ 

Mr. Ourenanr. I would say this: The position of the Bureau of 
Internal Revenue with respect to health cases is that regardless of 
the number of medical reports submitted by private citizens, in every 
case where the health question is raised in the Chief Counsel's Office, 
whether it is in Washington or is in the field, that health question, 
the submission of reports by private doctors, is sent to the Intelligence 
Unit of the Bureau of Internal Revenue, in order that an examination 
may be made by a doctor in the employ of the United States. That 
would be a Public Health physician or a Veterans’ Hospital physician. 

In that same vein, once a case has left our office and has gone to the 
Department of Justice, as far as what may control the Department 
of Justice in determining what medical reports tyey will rely upon, 
we do not question. 

On the other hand, where a report is submitted or referred to as 
having been made by a court-appointed physician, T would not go 
behind the fact that a report by a court-appointed physician says that 
aman may ormay not be able to stand trial. 

The reason for saying that is that as far as my office is concerned, 
where there are conflicting reports which we have had in lots of cases, 
but where the United States health officer has stated that trial would 
endanger life. we in no case try to second guess the doctors and 
evaluate their report, because, of course, we are not medical men, 

Mr. Kran. Mr. Chairman 

Chairman Kine. Mr. Kean. 

Mr. Kean. There is a letter here from Mr. Mason B. Leming. He 
Was your assistant chief counsel 4 

Mr. Onienantr. He was the assistant chief counsel; ves. 

Mr. Kran. Now, he writes, on October 5, and says—lI will read the 
whole thing: 

This will acknowledge receipt of your letter dated October 4, 1950, trans- 
mitting copies of medical certificates, including report of Dr. William M. Hitzig, 
appointed by the court to examine Mr. Aaron, all concerning the risk involved 
in seriously jeopardizing the defendant's health if he is tried. 


Now, that isn’t endangering his life. Is this the policy of your 
Department, to not prosecute where it will seriously jeopardize the 
dependant’s health only ¢ 
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Mr. Ourenanrt. The policy in my office is that we do not recommend 
prosecution where trial might endanger life. 

Mr. Kean. Well, Mr. Leming evidently doesn’t agree with that 
am because he says: “seriously jeopardizing the defendant's 

ealth” in this case. 

Mr. Ourenant. Mr. Kean, I haven’t seen the letter, and I would 
have to ask Mr. Leming to speak for himself on it. 

Mr. DeWtnp. It is the next letter in that file. 

Mr. Kran. October 5. 

Mr. Outiruant. Pardonme. What was the date of the letter, please / 

Mr. Kran. October 5, 1910, the letter written by Mr. Leming to 
Mr. Caudle in re Samuel E. Aaron. 

Mr. DeWinp. Here is a copy of the letter, Mr. Oliphant, which we 
had made. 

Mr. Ovrenant. This letter carries the file number of our Penal 
Division file, and is addressed to Mr. Caudle by Mr. Mason B. Leming 
as acting chief counsel. 

May Task; Has the letter already been read into the record ? 

Mr. Kean. It has already been read into the record, ves. 

Mr. Oureuant. Would you repeat vour question again, Mr. Kean ? 

Mr. Kean. The question was: Is this your policy, net to prosecute 
eases which might seriously jeopardize the defendant’s health if he 
is tried? 

Mr. Ourenant. The policy of the Bureau is to not recommend prose- 
cution ina health situation where trial might endanger life. 

Mr. Kean. This is not your policy, then ? 

Mr. Orirenant. Whatever conclusion is reached in this letter by 
Mr. Leming, I will stand behind, sir. 

Mr. Kran. No: but the policy says: “Seriously jeopardizing the 
defendant’s health.” Is that vour policy, to not prosecute where it 
will seriously jeopardize health? You just state that the policy is 
only where it is a question of life and death, and here it is a different 
policy. In other words, Mr. Leming is stating in this letter a policy 
that is not the policy of the Department. 

Mr.*Ouruant. I believe that this letter does not state a policy of 
the Department. May I quote the last paragraph of the letter? 

Mr. Kran. Certainly. 

Mr. Ovrenant (reading) : 

This office will concur in a recommendation, if made by your Department, 
for the dismissal of the pending prosecution in the case of Samuel E. Aaron. 

Mr. Kran. Because it might seriously jeopardize the defendant's 
health. 

Mr. Oureuant. The first paragraph of the letter is as follows: 

This will acknowledge receipt of your letter, dated October 4, 1950, trans 
mitting copies of medical certificates, including report of Dr. William M. Hitzig 
appointed by the court to examine Mr. Aaron, all concerning the risk involved 
in serious jeopardizing the defendant’s health if he is tried. 

Mr. Kean. The reason I am following up this inquiry, Mr. Oli- 
phant, is because I have heard of a great many cases where a person 
has not been prosecuted owing to his health, where it is not a question 
of life and death. And I think this has been the policy of the Depart- 
ment, even though it may not have been the intention of the Depart- 
ment as far as you are concerned. 














INTERNAL REVENUE INVESTIGATION ; 1149 


Mr. DeWrnp. Mr. Oliphant, let me show you again the Hitzig 
report, and particularly the conclusion in that report on the last page. 
The conclusion is just one paragraph long, on the last page of the 
report. I don’t mean to have you read the whole thing. 

Is that the last page you are looking at, or the first page? 

Mr. Ourenant. As I said before, Mr. DeWind, I don’t recall hav- 
ing seen the report. 

Mr. DeWtnp. No; but did you look at the last page? 

Mr. Ourenant. I think I ought to be able to read the whole report. 

Mr. DeWtnpv. Well, it is full of a lot of medical jargon. I don’t 
know whether you would understand it or not. I certainly would 
not. It goes on for several pages. 

Mr. Oliphant, for the present purposes, I think you will find—and 
if you find it is not true, by all means go back and look at the report— 
but for present purposes, I think if you look at the paragraph on the 
last page, you will be able to answer the question I have put. 

Mr. Ouirnant. Will the record show that I have looked at only 
the paragraph on the last page ¢ 

Mr. DeWinp. Yes. 

Mr. Ourenantr. The conclusion is, according to the letter: 

Because I have personally observed many patients with even more serious 
heart disease undergo dramatic and strenuous situations (including emotional 
courtroom procedures) and come out unscathed, I am reasonably certain that 
Mr. Aaron can stand trial without seriously jeopardizing his health. I must 
eiterate, however, that although I cannot calculate on a percentage basis the 
risk involved, this possibility does exist. 

And it is signed by William M. Hitzig, M.D. 

Mr. DeWinp. Now, what I want to ask is whether, on the basis 
of that conclusion, the Bureau of Internal Revenue would recommend 
no prosecution in that case. 

Mr. Ourenanr. I would answer for myself, Mr. DeWind. Based 
on the conclusion in this last paragraph, I would not say that there 
should be no prosecution. I want to add that whatever else there 
may have been with respect to other reports, and whatever else there 
may have been in the record, I will stand behind Mr. Leming’s con- 
clusion. 

Mr. DeWinp. Now, the conclusion that we are talking about here, 
Mr. Oliphant, is not Mr. Leming’s conclusion, but your conclusion 
that you reached in a conversation with Mr. Caudle. What I wanted 
to ask is: On the basis of this court-appointed doctor's report, how 
could you agree with Mr. Caudle that there should be no prosecution 
in the case? 

Mr. Ouiprianr. As T have stated, Mr. DeWind, I do not recall ever 
having seen the report. As to any discussion that I may have had 
with Mr. Caudle, I must say that I found, one, that the doctor was a 
court-appointed physician, whom we do not try to evaluate in terms 
of what would be a layman’s knowledge and I must say, two, that my 
impression must have been that trial might have endangered life. 

Mr. DeWrnp. Well, now, as I see the situation, it is this: On October 
1, 1950, you tell Mr. Sehwartz that you have talked over the medica] 
findings in this case with Mr. Caudle and have agreed that there 
should be no prosecution, and will he please take all steps necessary 
to stop any Public Health examination. 
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Now, on that day there was transmitted to you a copy of the Hitzig 
report by Mr. Caudle, and the very next day the report is retransmitted 
in a letter signed by Mr. Leming, stating that the office will concur in 
a recommendation for no prosecution if made by the Department of 
Justice. And the letter says: “Particular attention has been given to 
the report of Dr. Hitzig.” 

Dr. Hitzig’s report was that he thought he was reasonably certain 
that the defendant could stand trial without seriously jeopardizing 
his health; no mention at all of the possibility of death; without seri- 
ously jeopardizing his health. 

I think the committee wants to find out what light you can shed 
on that agreement by you, followed by the letter from Mr, Leming 
also agreeing that there should be no prosecution in this case. 

Mr. Ourpenanr. Well, I can give the committee no facts other than 
I have. 

- Mr. DeWinp. How could the report come over and go back so fast? 
Apparently vou had reached agreement on October 4. The report is 
transmitted the next day, and the next day back it goes. 

Mr. Ouvrpnanr. I don’t see how that necessarily follows. It seems 
to me, from reading the memorandum of October 4, that it refers to 
my having advised Mr. Schwartz. It does not say, and I do not know, 
that I advised Mr. Schwartz on October 4 or before that time. 

Mr. DeWinp. Well, but the reports only came over from Mr. Caudle 

on October 4. The Hitzig report came over on October 4. Would 
the possibility be—and I got some implication of this, but T wasn’t 
sure this was what you meant—that Mr. Candle told you on the tele- 
phone and told you on the basis of the tome ‘al reports he had that he 
thought there should be no prosecution, and you concurred? You 
said that you wouldn’t attempt to evaluate a court doctor's report. 
Apparently you hadn’t seen it, or —- you hadn't seen it, when you 
talked to Mr. Caudle. Would it be that Mr. Caudle just said, he 
thought that dhe ve should be no prosecution, jie vou said, “Lamar, 
if that isso, I will goalong”? Is that a possibility? Or do you have 
any recollection whatsoever ? 

Mr. Ourruanr. I don’t have any particular recollection, Mr. De- 
Wind. I do want to put the very point in that as far as I am con- 
cerned, where there is a Public Health doctor's report which says a 
trial may endanger life 

Mr. DeWinp. But there isn’t such a report here, Mr. Oliphant. 
The only report here is that there is a report that it will net—— 

Mr. Ourenanr. Pardon me, Mr. DeWind—or as here, apparently 
a court-appointed doctor, T can only assume that the report said that 
the trial might endanger life. 

Mr. DeWinpv. Do you mean to say you never saw the report? You 
agreed without seeing the report ¢ 

Mr. Ovtrnanr. As I said, Mr. DeWind, T don’t recall ever having 
seen the report, 

Mr. DeWtxp. Well, would vou agree in such a situation without 
seeing the report ? 

Mr. Oureuantr. That could very well be. 

Mr. DeWrxp. Well, now, how would that come about? Tow would 
you agree without seeing the report / 

Mr. Ourenanr. Tf a report is referred to as having come from an 
official in the Public Health Service, or somebody appointed by a 
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court order, which gave me the impression that trial might endanger 
life, or in which I “gathe red that impression, 1 wouldn't go into it 
any further. 

Mr. DeWixp. Well, but if you didn’t see the report, how would 
you reach your conclusion ¢ 

Mr. Ournanr. Tam assuming that that was what the report could 
have said. 

Mr. DeWinp. Well, Mr. Oliphant, the report is right in front of 
you, and it said no such thing. So that that is not the answer here. 

Now, I understood you to say, well, maybe you agreed without see- 
ing the report. And I would like to know, if you did agree without 
seeing the report, how you would reach that agreement, and how you 
would explain it. 

Mr. Ouienany. IT have said, Mr. DeWind, that I do not recall ever 
having seen the report. 

Mr. DeWinp. Well, now, on what other basis in your practice as 
chief counsel could you have reached the agreement / 

Mr. Ovreuanr. There could very well be a telephone discussion of 
what the medical evidence is or where it is coming from. I am say- 
ing that as far as TI am concerned if a report is referred to as com- 
ing from an official source such as this, and any discussions as to it 
said the trial might endanger life, 1 would not go back of that. I 
have nothing to add to that, Mr. DeWind. 

Mr. DeWixp. What you have said seems to me to be almost entirely 
unresponsive tothe question, Let metry to put it another way. 

If Mr. Candle called you on the telephone and read you that con 
clusion, Rear you then agree that there should be no prosecution 
in the case ¢ 

Mr. Ouirnanr. I don’t believe that IT would. The rule that [ have 
tried to stick to is, as far as physical health is concerned, that the 
trial might endanger life. 

Mr. DeWinv. All right. Then your view might be that that report 
was never read to you and that you never saw it, because if you had 
you would not have agreed that the ease should not be prosecuted, 
I would conclude from what vou said that this is so, that your agree- 
ment hot to prosecute must have been reached on some basis other than 
reading that report or having it read to you. 

Mr. Byrnes. Is that correct, Mr. Oliphant’ Is that a correct as- 
sumption # Deo vou have ” answer to that? 

Mr. Onuiruantr, Well, T can’t answer the counsel's conclusions or 
assumptions. | could jus b state what Ihave. That is all. 

Mr. Byrnes. You don’t agree that that is a reasonable assumption, 
then. or vou do agree ? 

Mr. Ourrnanr. | wouldn't want to agree or disagree with some- 
body else’s conclusion or assumption, Mr. Byrnes. 

Mr. Byrnes. Well, he is suggesting as to what you might do under 
a given set of circumstances. You ought to be the best one to say 
whether he is making a good guess or not. Are you not? T should 
think you would be the best authority on that. But you have no com 
ment whatever to make? 

Mr. Oureuanr. Mr. Byrnes, I am trying to be as responsive as I 
can. I just have no expression with respect to conclusions, 

Mr. Byrnes. I do not think vou are being very responsive as far as 
gin ing the committee any inform: ition on which they could judge how 
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you happened to tell Mr. Schwartz, for instance, that you had come to 
an understanding with Mr. Caudle that Mr. Aaron probably should 
not be prosecuted on the basis of medical findings. You certainly 
have not been very responsive and helpful to the committee so far in 
that respect. 

Do you deny that you ever told Mr. Schwartz that you had dis- 
cussed this question with Mr. Caudle and had come to those conclu 
sions ¢ 

Mr. Oureuant. No, Mr. Byrnes. 

Mr. Byrnes. You believe this is an accurate memorandum of what 
you told Mr. Schwartz? 

Mr. Ourenant. | believe it is. Yes, sir. 

Mr. Byrnes. And yet you can give us no explanation as to how 
you came to those conclusions or ‘anything about the conversation: 
that you had with Mr. Caudle? 

Mr. Ouwenant. Without my having recalled ever seeing the report. 
it would be my assumption that this conversation was by telephone. 
And my statement, again, is that it is a court-appointed doctor. And 
I must have had the impression that the trial might endanger life, 
to agree to it, and try to go beyond that. 

Mr. Byres. In other words, your conversations with Mr. Caudle 
over the telephone must have been such as to lead you to believe that 
the medical report of the court-appointed doctor was such that the 
defendant’s health would be jeopardized if he went to trial. Is that 
correct ¢ 

Mr. Ouretiant. [believe that is correct, sir. 

Mr. Byrnes. Some place along the line in your conversations you 
gained the impression that those were the conclusions of the medica! 
report ¢ 

Mr. Ouvieuanr. What I am saying, Mr. Byrnes, is that the routine 
we have is that trial might endanger life. I must have gained that 
impression somewhere in the conversations. 

Mr. Byrnes. You have no remembrance of seeing the report? 

Mr. Ourrenant. I do not recall ever having seen the report. 

Mr. Byrnes. You do recall that you talked to Mr. Candle about 
the matter? 

Mr. Ouvrenanr. The file shows that I talked to Mr. Caudle about 
the matter. 

Mr. Byrnes. And therefore that must have been where you gained 
that impression as to the conclusions of the doctor in the vase ? 

Mr. Ouvrenant. That may well be. 

Mr. Byrnes. Well, can vou think of any other way that you might 
have become acquainted with those conclusions ? 

Mr, Ourenant. It may be that—as I say, we have not had a chance 
to go over this file. It may be. But I recall of none. 

Mr. Byrnes. Do you have a special messenger service renming be 
tween the Justice Tax Division and the Bureau in your office? 

Mr. Ouipuanr. Yes, sir. 

Mr. Byrnes. Is that in perpetual operation ? 

Mr. Ourenant. Yes, sir. 

Mr. Byrnes. It is not unusual, then, for a letter to be written, dic 
tated, and typed at least, on October 4, and you to get it on October 
tf 

Mr. Ouieuant. No, sir, that is not unusual. 
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Mr. Byrnes. Is that generally the mail service that you boys get? 

Mr. OureHant. I wish it were, Mr. Byrnes. 

Mr. Byrnes. It would appear that this letter and memorandum were 
given special treatment even as far as the mail service and delivery 
service between your oflice and the Justice Department. Would it 
appear that it was special 

Mr. Ourruanr. Well, I couldn't say, because, of course, I didn’t 
sign the letter that Mr. Leming signed. And being from the 4th 
tothe Sth, that is pretty rapid handling, ves. 

Mr. Byrnes. Are you acquainted with the fact that the letter of 
Mr. Caudle to you is dated October 4, and your records show that 
it was received on October; 4 is that correct ? 

Mr. Ourenant. Yes, sir, that is correct. 

Mr. Byrnes. What time was it received? Do you have that? 

Mr. Ouieuanr. No, sir, 1 do not have the time stamp. 

Mr. Byrnes. Do you generally have time stamps over there, or 
does it just show the date received ? 

Mr. OuirnHant. No, there is no time stamp here. 

Mr. Byrnes. That is pretty fast service, too, isn’t it? 

Mr. Ovtrenanr. | beg your pardon ¢ 

Mr. Byrnes. That is pretty fast mail service, is it not? 

Mr. Oureuant. Yes, if matters are sent by special messenger, we 
try to get them up as soon as we can. 

Mr. Byrnes. It would appear that this received special handling, 
then. 

Mr. Ouirnant. I couldn’t say that was necessarily the case. It 
would appear since the letter of October 4 was received in my office 
the same day that it must have been sent by a special messenger. ‘That 
would not necessarily follow. The Government has a regular pick-up 
and mail service, whereby mail will be received the same day even 
across the street. 

Mr. DeWinp. Mr. Oliphant, will you agree that on the basis of the 
Hitzig report, Aaron should not have been prosecuted / 

Mr. Oureuanr. May I see the report ¢ 

Taking only the last paragraph, which we referred to before, I 
personally would not agree that the taxpayer should not be prosecuted. 
But, as I said before, if that is the conclusion, I will stand behind it. 

Mr. DeWinp. Well, do you see any possible excuse for that agree- 
ment on the basis of that report? I mean, within the Bureau's policy, 
is it just a plain abuse of that policy or misapplication of the policy to 
agree on ho prosecution there / 

Mr. Ourruanr. | don’t regard anything as abuse of policy. 

Mr. DeWinp. Or a plain misapplication ¢ 

Mr. Oureu ant. Or misapplication. 

Mr. DeWinxpv. You do not ¢ 

Mr. Ourenanr. Not necessarily; no, 

Mr. DeWinp. Is there any conclusion there that the life of the de- 
fendant would be jeopardized ¢ 

Mr. Ourrnant. You are referring only to the conelusion stated on 
page 5 of the letter. And what is your question, Mr. DeWind ¢ 

Mr. DeWtinp. If you wish to look back on the preceding page, the 
only other material which is in the nature of a conclusion at all appears 
on the next to the last page and last page. If you wish to read all that, 
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then perhaps you could form a definite conclusion based on that whole 
report. 

Mr. Oureuantr. May I now read the whole report to myself ¢ 

Mr. DeWinp. Let us have a 5-minute recess, Mr. Chairman, while 
Mr. Oliphant does that. 

Chairman Kine. The committee will recess for 5 minutes. 

(Short recess. ) 

Mr. DeWinv. Mr. Oliphant, having examined that report, can you 
now say whether vou would agree with the position taken by the 
Bureau that they would not oppose abandoning prosecution 4 

Mr. Ourenanr. 1 will answer your question this way, Mr. DeWind. 
As Lsaid. | had not recalled ever seeing the report. It must have been 
read to me. 

Mr. DeWinp. You say it must have been read to you ¢ 

Mr. Oureuant. It must have been read to me. Referring, as I now 
have been able to, to the last paragraph on page 4, where there is 
specifie reference to catastrophic, possible catastrophic effects, and 
without getting into any detail of discussion one way or the other, I 
can say that on the basis of this report and such other material as must 
have been submitted in the usual course, 1 would have agreed that 
the man could not stand trial under Bureau policy. 

Mr. DeWinxp. What other material are you referring to? 

Mr. Ourpunantr. I would assume whatever other material is in the 
Bureau files, or the Justice files. As to this specific report itself, you 
have read the next to last paragraph as well as the last paragraph, 
and the reference to catastrophic consequences in connection with the 
words “unless his emotional reaction in the courtroom would be ex- 
tremely violent and the litigation unduly prolonged.” As you know, 
litigation in these tax cases is prolonged. 1 would say on the basis 
of just having read this report that under present Bureau policies I 
would recommend, and referring to these two paragraphs—I would 
recommend that the man not be tried. 

Mr. DeWinp. You are saying that if Mr. Caudle asked vou to agree 
not to prosecute in this case you would on the basis of this report 
readily have agreed ? 

Mr. Oureuanr. I am saying I assume this report must have been 
read to me, and [am saying that on the basis of this report T would 
agree that under present Bureau policies, the taxpayer should not be 
tried. 

Mr. DeWinp. Well, now, from that memorandum you wrote Mr. 
Schwartz you did, in fact, agree that in this case prosecution should 
be abandoned ¢ 

Mr. Ourenant. That is correct. 

Mr. DeWrxp, Now, you did not initiate that, did you? You did 
not initiate the move to abandon prosecution or to recommend aban- 
donment ¢ 

Mr. Oureuanr. That is right, sir. 

Mr. DeWinp. It must have been Mr. Candle who read that to vou 4 

Mr. Oureuanr. According to the memorandum in the file Mr. 
Caudle talked to me. Who else talked to me or what other attorneys 
had been in it or what other personne! of the Department, I don't 
know. 

Mr. Kran. Mr. Chairman, may I interrupt ? 
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In accordance with your policy, therefore, the moment a man gets in 
bad health, he can cheat all he wants to in taxes and not run the 
danger of going to jail. 

Mr. Oureuant. I don't believe that that is mv statement. 

Mr. Kean. Is that it? . 

Mr. OvrpHant. No. 

Mr. Kran. You say you won't prosecute when a man is in bad 
health sufficiently so that it would jeopardize his health, the kind of 
health that existed according to that doctor’s report? If he gets in 
thar condition, he can cheat all he wants to, and he is perfectly safe 

Mr. Ouiruantr. 1 would say that on the basis of these two para- 
graphs. referring as they do to possible catastrophic consequences 
where litigation is unduly prolonged, that under the present Bureau 
policies— 

Mr. Kean. You approve of that policy 

Mr. Oraeuanr. Under present Bureau policies 1 would agree there 
should be no prosecution. 

Mr. Kean. Do you approve of the policy / 

Mr. Ourrnanr. When IT say “Bureau policies.” of course, what I 
mean is the policies that have been set wp over a period of time. This 
is not created as a Bureau policy. These are precedents that are a 
result of court action and action by other departments in the Govern- 
ment, Where we know that we have patterns in cases that will not be 
prosecuted. 

As you know, Mr. Kean, our tests are: Is the man guilty? Do we 
have a reasonable chance of conviction 4 

As to my own personal views on the health question, T think they 
are somewhat divided. Essentially, determination of whether a man 
should go on trial on a criminal charge is one for the United States 
attorney in all kinds of cases, all kinds of Federal cases. 

Mr. Kean. Well. in the Federal cases ordinarily. outside of tax 
cases, they do not let him off free because he happens to have a heart 
murmur. 

Mr. Ourenanr. T would say that the essential responsibility is in 
the United States attorney in all Federal cases. 

Mr. Kean. I thought vou made the decision in these cases 

Mr. Ourpnanr. Tam talking about all Federal crimes. 

Mr. Kran. Oh, all Federal crimes. 

Mr. Ourrnanr. As to whether a particular case will go to an indict 
ment or be no-billed, or whether after an indictment a particular man 
will stand trial for a crime on which he is indicted and not vet con- 
victed—the best system, I believe, personally, would be one in which 
the question of the health of the taxpayer is determined by the court 
which will try the cause or the man responsible for its trial. And that. 
as Tsay. I think would be the best procedure. 

Mr. KEAN. There you are beoinning fo agree \ ith me, 

I think the judge ought to be the only one who will decide whether 
n man can stand trial, the same way as it is in other cases 

Mr. Ourruantr. As IT say, I have a mixed personal opinion on it. 
Under the practice as I have been with it, there have been cases where 
there has been a fatality after there has been a recommendation for 
prosecution or an indictment. 

Mr. Krogu. Mr. Chairman, may T ask a question 
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Mr. Oliphant, one is the policy of the Bureau. Is that in consonance 
with that of the Department of Justice in these cases of fraud with 
respect to the civil liability, if any, of the proposed defendant, or the 
defendant after indictment ? 

Mr. Ovien ant. I beliete that the Bureau policy—— 

Well, of course, the Bureau policy is in the trial of civil cases. As 
to those that go to the district courts or the Court of Claims, some 
one out of five, the policies are all determined by the Department 
of Justice. 2 3 

As to those that go to the Tax Court, we determine the policies. I 
think our policies are pretty much the same. 

Mr. Krocu. What is that policy ¢ 

Mr. Oureuant. Well, now, are vou speaking 

Mr. Krocu. Iam talking about a defendant or a proposed defendant 
in a criminal fraud case who must therefore have some civil liability 
too, who interposes this health plea, that is considered by the Depart- 
ment, by the United States attorney, if the case has reached that point. 
I am trying to find out what the policy is with respect to his discharge 
of his civil liability, including the penalty for fraud. 

Mr. OvieHantr. Of course, after there has been a determination that 
the case will not proceed to trial, we then will collect the civil liability. 

Mr. Kroeu. And then is your policy to collect the full civil liability 
whenever and wherever that is possible ¢ 

Mr. Otirnant. That is correct, including the fraud penalty. 

Mr. Byrnes. Mr. Chairman ¢ 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. Now, in this particular case when you received the 
doctor’s report and the call from Mr. Caudle, you were acquainted, 
were you not, with the fact that this defendant was under indictment ‘ 

Mr. Ouvreuant. When I received this report? 

Mr. Byrnes. Well, when you received the telephone call from Mr. 
Caudle. 

Mr. Otrenant. As I check the record now, I find that this defend- 
ant was scheduled for trial on October 9. 

Mr. Byrnes. Yes. And you were acquainted with that when you 
talked to Mr. Candle, and you were also acquainted with it when you 
got the letter from Mr. Caudle, were you not ? 

Mr. Ourenan'r. I may well have been; yes, sir. 

Mr. Byrnes. Well, that is part of the information contained in the 
letter of October 4, is it not? 

Mr. Ouirnanr. That is right. I may add, of course, that I never 
saw the letter of October 4. That doesn’t relieve me of any responsi- 
bility. 

Mr. Byrnes. You never saw the letter of October 4. What about 
the answer of October 5? 

Mr. Ourenant. No, sir. 

Mr. Byrnes. You never saw that, either? 

Mr. Otipnant. No, sir: not that I recall. 

Mr. Byrnes. But at the time you advised Mr. Schwartz of the infor 
mation, he made a memorandum on, you were acquainted with the fact 
that the trial of this case was set for October 9? 

Mr. OuirHanr. T would assume so, ves, sir. 

Mr. Byrnes. Were you acquainted with the fact that the report of 
Dr. Hitzig had been submitted to the judge in the case? 

Mr. OvipHanr. No, sir. 
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Mr. Byrnes. You knew that this was a doctor, though, who had 
been appointed by the judge to make a finding for the benefit of the 
court, did you not? 

Mr. OvipHant. I must have been so advised. 

Mr. Byrnes. No other examination was ever made by a United 
States Public Health physician of this defendant, was there? 

Mr. OurpHanr. 1 don’t know. I think the record will speak on that. 

Mr. Byrnes. But as far as your forming your judgment was con- 
cerned, you did not rely on any United States Public Health physician ? 

Mr. Ovienanr. Not that I recall; no, sir. 

Mr. Byrnes. You relied completely upon this report here? 

Mr. Ourenant. No. As I say, I can’t say that I relied completely 
upon this report. I say with respect to this report, as it is now here 
and before me, that I would have agreed that the case should not go 
to trial. 

Mr. Byrnes. Would you also come to that conclusion if you were 
advised that the case was set for trial 4 days hence ¢ 

Mr. Ovieuanr. Yes, sir. 

Mr. Byrnes. Would you still come to that conclusion if you were 
advised that the matter had been presented to the court and the court 
had decided that the prosecution should proceed ¢ 

Mr. OuieHant. No, sir. 

Mr. Byrnes. What was your answer to that? 

Mr. OviepHant. No, sir. 

Mr. Byrnes. So that if that fact had been brought to your attention, 
namely, that this report had been presented to the court and the court 
had decided that prosecution should continue, you would have arrived 
at a different conclusion ¢ 

Mr. Ouirnanr. I would not have tried to second-guess the report; 
no. That is right. 

Mr. Byrnes. So that some information with regard to this matter 
was not disclosed to you ?¢ 

Mr. Ouienantr. Well, I don’t recall. That is right. 

Mr. Byrnes. Now, what is the position of the Bureau, as far as 
imposing its views as to whether prosecution should proceed, when 
the case has already been turned over to the United States attorney ? 

Mr. Otrpnanr. Let me put it this way: As you well know, Mr. 
Byrnes, the responsibility is that of the Department of Justice once 
the case goes to the Department of Justice, and I can give you a quic k 
statement, I believe, of what the Bureau’s general] police: y is; that is, 
if a case is returned to us. 

Mr. Byrnes.. I don’t care about this case. What I want is the cases 
that aren’t returned to you. They are still in Justice. In fact. they 
have gone bevond Justice. They are in the hands of United States 
attorneys. There has been an indictment issued and the matter has 
been set for trial. 

What is the policy of the Department as far as making recommen- 
dations as to whether the health of the individual will be jeopardized 
by prosecution ¢ 

Mr. Ourenant. If we are requested by the Department of Justice 
for our views, we would furnish them. 

Mr. Byrnes. You give the Department of Justice your views on this 

subject no matter when the subject comes up? 
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Mr. Ouirenanr. On request from the Department of Justice. That 
is right. 

Mr. Byrnes. Even if they asked you after the fellow was through 
trial as to what vou thought his health condition was, you would still 
give them an opinion / 

Mr. Ourenuanr. No, sir; that would be an entirely moot question. 

Mr. Byrnes. Is it not a moot question even before that, once it is 
in the hands of the United States attorney and before the court ¢ 

Mr. Ourenanr. All we can do is to reply to requests from the De- 
partment of Justice. 

Mr. Byrnes. You do not take the position, then, that it is none of 
your business once the case is in the hands of the United States attor- 
nevé Or let me frame it the other way. 

Do you consider that it is still your business to be concerned about 
the health of a defendant in a tax case even after the case is in the 
hands of the United States attorney ¢ 

Mr. Ourenanr. Only if we are asked by the Department of Justice. 

Mr. Byrnes. You consider that the Department of Justice still has 
enough interest in that case and the question of whether or not prose- 
cution will be continued after the matter goes to the United States 
attorney and is before the court with an indictment having been 
returned against the man ¢ 

Mr. Ouirnantr. The Department of Justice includes the United 
States attorneys, and on request from the Department of Justice we 
would comply with whatever their request is. or whatever sort of 
information they wanted, or anything else. I should add to that: 


We do not deal with United States attorneys. As you know, under 
present procedures, our references are, in these criminal income tax 


cases—our references are to the Department of Justice and not to the 
United States attorneys, 

Mr. Byrnes. In other words, the United States attorney could not 
go directly to you to get your views. He would have to go through 
the Department of Justice. 

Mr. Ouvieuanr. If the United States attorney wrote to me for my 
views, | would return my views to the Department of Justice, send 
them to the Department of Justice for them to transmit. 

Mr. Byrnes. Do you recall, Mr. Oliphant, any other case where 
you have been called upon to give an opinion as to whether a defendant 
could physically stand trial, where the case had approached the trial 
date, within such a few days as was the case in this matter of Mr. 
Aaron ¢ 

Mr. Ourenantr. I do not recall any. There may well be some. I 
don’t recall any at all, but there may well be some. As you know, 
we have a tremendous flock of these cases to handle. 

Mr. Byrnes. In other words, you concern yourself with their health 
right up to the last minute. 

Mr. Oureuant. No, sir. We concern ourselves with the case until 
it is transmitted to the Department of Justice. From there on, talk- 
ing about the routines of our cases—from there on, we are bound by 
whatever the Department of Justice does, 

Mr. Keogu. Mr. Chairman ¢ 

Asa matter of fact, in this case, since the indictment had been re- 
turned and the court had ordered it set down for trial, nothing that 
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the Bureau did or the Department of Justice did could divest the court 
of its ultimate authority over the matter ? 

Mr. Ouienanr. | think that is correct. 

Mr. DeWixp. When you say that is correct, Mr. Oliphant, is it your 
understanding that a United States attorney could not move to dis- 
miss a case at this point? 

Mr. Outruanr. | believe that Congressman Keogh’s question is as 
to the court’s ultimate authority. Of course, the United States attor- 
ney can move to dismiss it any time. 

Mr. DeWtxp. Suppose the United States attorney tells the court 
he doesn’t wish to prosecute the case. Would the court generally dis- 
miss the case 

Mr. Ontenanr. That is a pretty general question. 

Mr. DeWinp. I just wanted to get the matter entirely clear so that 
I would understand what you were saying. 

Mr. Oliphant, I judge this situation presented by the Aaron and 
Freidus case and this medical correspondence was very unusual, was 
itnet? You do not remember another case like it ¢ 

Mr. Qurruant. T would not say it was unusual, Mr. DeWind. 

Mr. DeWinv. Do you remember another case where a case was set 
down for trial on a day certain and vou receive a health report ? 

Mr. Outrnanr. At the moment IT don’t recall of any such instance. 
There may well be. 

Mr. DeWixp. ‘This matier is a little more than a year old, and yet 
you say vou have no recollection of it whatever? Is that right ¢ 

Mr. Ourenanr. LT have spoken from the record on it. 

Mr. DeWinp. Well, is that right? You have recollection about the 
matter ¢ 

Mr. Oureuanr. In the short time that LT have had to refresh my ree: 
ollection from such files as are availiable to me, LT have given you my 
recollection of the matter. 

Mr. DeWinp. Well, that is no recollection, Your present recol- 
lection Is no recollection 4 

Mr. Ouvreuanr. The record will have to speak for that, Mr. DeWind. 

Mr. DeWinp. I am just asking you: Do you have any recollection 
whatever independent of this memorandum / 

Mr Ourenanr. This memorandum—I say [ have no record of a 
telephone call, or no record of a conference. 

This memorandum of the 4th obviously refers to a conference or a 
telephone call T must have had with Mr. Caudle. Since I do not 
recall having seen the report, it must have been by way of a telephone 
eall, which could be long or short. And T have stated just exactly 
what nis recollection ts to the extent it has been refreshed. 

Mr. DeWinp. Let me ask you, just to get it straight: Do vou have 
any independent recollection of this matter at the present time / 

Mr. Ovrenanr. T believe that all T have said here today covers my 
independent recollection of the matter. 

Mr. DeWinxp. You have no further recollection concerning it 4 

Mr. Ourpuantr. That is my understanding of the extent of my 
recollection: ves, Mr. DeWind. 

Mr. DeWinxp. Don't vou feel able just to answer the simple qules- 
tion: Do von have any recollection concerning this matter independent 


of simply reading this memorandum 4 
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Mr. Outenanr. T have stated, Mr. DeWind, that with the short 
time that I have been called on this question, which was earlier this 
afternoon, and seeing what is in my file—1l have stated what my recol- 
lection is and the extent of it. 

Mr. DeWinp. Well, the question I posed to you, it seems to me, 
can be answered readily “Yes” or “No.” It is one of those questions 
that can simply be answered “Yes” or “No.” 

Do you have any independent recollection of this transaction with 
Mr. Caudle or discussion with Mr. Caudle at the present time ? 

MI: Ovi ANnt. I would say that as of the moment, I have no further 
recollection of the case. 

Mr. DeWinpv. All right. Now, the only other thing I wanted to 
say Was: Earher both Mr. Caudle and Mr. Rothwacks testified that 
upon the basis of the Hitzig medical report they would emphatically 
not have recommended against prosecution; so that I understand you 
to say that your view of the health policy is considerably different 
from theirs. 

Do you try to keep the Bureau health policy and the Department 
of Justice health poliey together / 

Mr. Ovtenanr. The Bureau health policy, Mr. DeWind, is to rely 
upon the conelusions of what I should designate as public medical 
officers. The policies, as they are followed in Justice, are not my 
concern, Mr. DeWind. 

Mr. DeWinxv. Well, do vou consider it wise that your health policy 
and the Department of Justice health poliey should be in general 
agreement? Or do you think they should be separate policies un 
related to each other? 

Mr. Oviruant. The answer to that question, T believe, Mr. DeWind, 
is that our policies are only developed as they have previously been 
developed by the courts and the Department responsible for prosecut- 
ing the cases. 

Mr. DeWinp. Well, look, Mr. Oliphant. I just simply asked you 
Do you think that your policy and their policy ought to be in general 
harmony ¢ 

Mr. Ouiruanr. That is correct. 

Mr. DeWinp. That is why I thought I ought to tell you that Mr. 
Caudle and Mr. Rothwacks think that the Hitzig report would not 
constitute a basis for recommending against prosecution; and you say 
you think it would. And there seems to be a clear disagreement there, 
and I bring it to your attention. 

That is all, Mr: Chairman. 

Mr. Byrnes. I have just one question. 

Wasn't this quite an important case in the Bureau and also in the 
Department of Justice or certainly when it was in the Bureau wasn’t 
it considered quite a vital and important case ¢ 

Mr. Oureuanr. I don’t know. We had so many eases, that you 
can't say whether one is important or one isn’t. As far as my recol- 
lection is concerned, this is another case. 

Mr. Byrnes. Just a routine case / 

Mr. Ontenanr. This is another case. The only approach you can 
have on these cases is just that the cases come along, and then you 
handle them, and then you forget them. 

Mr. Byrnes. You mean that there is no such thing as the Depart- 
ment considering some cases more important than ‘other cases and 
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putting more diligence into them and probably assigning more agents 
to one than another? They are not all the same, are they ‘ 

Mr. Ourenanr. No, there are all degrees and variations. That is 
correct, Mr. Byrnes. 

Mr. Byrnes. But this case, as far as you can remember, is just a 
run-of-the-mill case ¢ 

Mr. Ouieuantr. That is correct. That is my recollection without 
having refreshed myself from the file or anything else. 

Mr. Byrnes. It must have been even a Jess than run of the mill, 
from what you can remember about it. 

That is all, Mr. Chairman. 

Chairman Kine. Are there further questions? 

You may step down, Mr. Oliphant. 

Mr. DeWinv. Mr. Chairman, just before Mr. Oliphant leaves: 

Didn’t you hear in connection with this case, Mr. Oliphant, that 
many letters had been received while the case was under consider- 
ation stating that there were rumors around that the case was going 
to be fixed 4 

Mr. Ouirenanr. I recall hearing no such rumors. 

Mr. DeWinv. You don’t recall that there are such letters in the 
files ¢ 

Mr. Oxvreuanr. I don’t believe I have ever seen any. 

Mr. DeWinp. That is, the file in this very case ¢ 

Mr. Ovieuant. That is correct. 

Chairman Kine. You may be excused, Mr. Oliphant. 

Mr. Ouienant. Thank you. 

Chairman Kine. Is Mr. Smith, Mr. Turner Smith, in the room, 
please / 

Mr. DeWinp. Mr. Chairman, I would like the record to show at 
this point that there are a number of letters in the files of the De- 
partment of Justice in this case reporting rumors that the case would 
be fixed, 

Chairman Kine. Will you be sworn, Mr. Smith, please ? 

Do you solemnly swear that the testimony you give in this matter 
will be the truth, the whole truth, and nothing but the truth, so help 
you God ¢ 

Mr. Smiru. I do. 

Chairman Kine. You may sit down, Mr. Smith. 

Mr. DeWinp. Mr. Chairman, in connection with the previous mat- 
ter, it would probably be appropriate for the Department of Justice 
to make available copies of those letters to be made part of the record 
here. 

We will check that matter, Mr. King, for the record, the question 
of whether these letters appeared in the files. 


TESTIMONY OF TURNER L. SMITH, FORMERLY FIRST ASSISTANT 
TO THE ASSISTANT ATTORNEY GENERAL 


Mr. DeWinpv. Mr. Smith, until August or September of this vear. 
were you first assistant to Mr. Caudle in the Department of Justice? 

Mr. Smrru. I was. 

Mr. DeWinv. When were you appointed first assistant ? 

Mr. Sourvru. Either late August or éarly September of 1950. 
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Mr. DeWinpv. You, I believe, have examined copies of the letter 
of October 4, 1950, to Mr. Oliphant in the Aaron and Freidus case, 
the letter of ‘October 5, 1950, from Mr. Leming to Mr. Caudle, and 
the letter of October 6, 1950, from you to Mr. : Saypol, have you 
not ? 

Mr. Somiru. Yes, sir, I have. Since arriving here a few minutes 
ago. 

Mr. DeWinpb. Now, could you please tell the committee, Mr. Smith, 
how the letter of October 4 and the letter of October 6 came to be 
written ? 

Mr. Smiru. October 47 

Mr. DeWinp. Yes, the letter of October 4 is the letter to Mr. Oli. 
phant. 

Mr. Surru. Mr. DeWind, let me state first of all that as I read 
these copies that were made available to me a few minutes ago, no 
independent recollection came back to me of the exact precise cir- 
cumstances about these letters. But | have gone over them, and | 
do get certain ideas in going over them as to what might have hap 
pened, 

Taking first of all the en of October 4. 1950, that is addressed 
to Mr. Oliphant over Mr. Caudle’s signature, requesting a statement 
of the views of the Fac about the health situation. And I note 
that it has the initials up at the top, TLS: MR. Now, that indicates 
to me, out of my general experience with our procedures over there, 
that Mr. Rothwacks dictated that letter. The original letter, if 
can be located, would disclose who signed it. 

Mr. DeWinp. That has been discovered, Mr. Smith. and it bears 
Mr. Caudle’s signature, and Mr. Rothwacks has said that he signed 
for Mr. Caudle. 

Mr. Surru. Well. then, T had assumed that, because it is a routine 
letter as I read it up to now, and under our procedure over there, 
the head of the Criminal Tax Section would sign it. 

Mr. DeWinp. Mr. Rothwacks has said that it is a fair conclusio: 
that he did not initiate the writing of that letter himself. Now, did 
you ask him to write the letter ¢ 

Mr. Surru. IT have no recollection whatsoever. It reads to me as 
a routine letter on a routine health situation. It is not the sort ot 
letter that would have cleared through the First Assistant or the 
Assistant Attorney General, as I read it now. 

Mr. DeWinp. You say it is a routine matter to submit a healt! 
report to the Bureau of Internal Revenue when a case is set dow) 
for trial on a date certain 

Mr. Svrru. Mr. DeWind, at any time when a health, a seriou 
health question is raised in a case, it has been our policy to have thy 
Public Health or the Government make an examination. It has bee 
done on the case before trial. 

Mr. DeWinp. This case involved a court-appointed physician wh 
had made an examination and submitted a report on the basis 
which the case was ordered to trial. 

Mr. Svirru. FE beg your pardon ¢ 

Mr. DeWinp. This concerned a case where a court-appointed pli 
sician had made an examination and had made a report on the bas 
of which the judge had ordered the case to trial. Now, is it the 
a routine matter to ask the Bureau of Internal Revenue what it think- 
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about the matter? You notice we have been advised by defense coun- 
sel, the letter says, not advised by Mr. Saypol but advised by defense 
counsel, 

Mr. Sarru. With the benefit of that added information, I would 
not characterize it as a routine matter. It would be routine to raise 
health at any time prior to trial. 

Mr. DeW inp. But this would seem to be a very unusual situation. 

Mr. Smiru. But | have only the benefit of this here, and IT didn't 
recall and don’t now recall the background. Is the file available here 
on this case? Is the Department of Justice file available here on this 
case ¢ 

Mr. DeWinp. Yes: it is. Mr. Rothwacks has the file. 

Mr. Sviru. Frequently, Mr. DeWind, if you can have an opportu- 
nity to go through the files and read a few memorandums prior to a 
particular letter and after that, why the whole file will come back to 
vou; but T have no independent recollection at all of this letter. 

Mr. DeWinp. Now, how about the letter of October 6 that you 
wrote / 

Mr. Sairrin. That is the letter that was handed me also this afternoon. 
It bears my signature. Mr. Rothwacks has advised me in the interval, 
that I signed the letter. It has the initials “TLS: MRO which indicates 
to me that Mr. Rothwacks drafted the letter and submitted it to me, 
and T signed it. No particular line in the letter brings back any abso- 
lutely firm recollection to me about the situation. 

I would like to say to the members of the committee, and Tam sure it 
has been said by many others, that there are hundreds of letters and 
memorandums voing out each week and each day, and there probably 
have been 50,000 pieces of mail coming across my desk during 2 or 3 
vears, and unless there was something to fix-—— 

Mr. DeWinp. Well, Mr. Rothwacks has said that he feels quite clear, 
IL think. that he did not initiate the writing of this letter. 

Mr. Smurru. Well, I have no recollection at all of suggesting such a 
letter to him. 

Mr. DeWrnpv. Do you have any recollection who sent the memoran- 
dum to Peyton Ford that was just quoted at length ? 

Mr. Surru. The thing that hit me first of all about it was that it was 
over my signature. Ordinarily, these letters go out over Mr. Caudle’s 
signature, and the fact that it is over my name as second man there in- 
dicates to me that Mr. Caudle must have been away at that particular 
time and the letter was pis pared for my signature. But that is purely 
surmise, Mr. DeWind. 

Mr. DeWinp. Both Mr. Rothwacks and Mr. Caudle have said that 
the statement in this quoted portion of the letter as to the application 
of the health policy in this case represents a misapplication of the 
health poliey. And Mr. Caudle has gone further and said that he in- 
structed vou specifically that he wanted this case brought to trial, that 
he thought they were clearly guilty and could not resist a trial. 

Mr. Smiri. TL never had any recollection whatsoever but what the 
case Was going to trial. That was my understanding of Mr. Caudle’s 
view, that he wanted it prosecuted. 

I notice here that Mr. Rothwacks has written—and IT am not sure 
Which isa quote and which isn’t— 

On the basis of Dr. Hitziz’s report alone, this office is of the opinion that if the 
Inatter of he: alth had been presented prior to transmission of the case to the United 
States attorney's office, prosecution would have been declined as to Mr. Anron 
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That language indicates to me that it was the view of whoever pre- 
pared that, and if I prepared it that was my view, because that is what 
it states. From our general experience and policy in handling these, 
that means to me that in that particular file there should be language 
by a Government doctor, a Public Health doctor, saying that, in effect 
if not in so many words, that criminal prosecution might jeopardize 
his life. Otherwise that statement would not be made, Mr. DeWind. 

Mr. DeWrinv. Well, the Hitzig report that is referred to has this 
conclusion : 

Because I have personally observed many patients with even more serious 
heart disease undergo dramatic and strenuous situations, including emotional 
courtroom procedures, and come out unscathed, I am reasonably certain that 
Mr. Aaron can stand trial without seriously jorpardizing his health. 

Now, that is the Hitzig report. 

Mr. Smrru. Is that all of the report / 

Mr. DeWtnp. That is not the whole report. That is the conclusion. 
The last sentence of the conclusion is: 

I must reiterate, however, that although I can not calculate on a percentage 
basis the risk involved, this possibility does exist. 

That is the total conclusion. 

Mr. Surru. Well, just listening to you read there, Mr. DeWind, at 
first blush it doesn’t seem that that meets the health policy. 

May Tread? I see there is a quote here in this letter. 

Mr. DeWinpn. I beg pardon? 

Mr. Smrru. I see there is a quote from Dr. Hitzig in this letter. It 
might refresh my recollection about remembering something. 

Mr. DeWinp. Let me show you a photostatie copy of the report, so 
that yon can look at that whole paragraph, because the quotations are 
taken somewhat out of context. You might want to look at the whole 
paragraph. 

Mr. Smiru. Yes. Thank you. 

Mr. DeWind, I would like to make one inquiry of Mr. Rothwacks, if 
he is still in the room. 

I notice this letter says that Deputy Attorney General Ford was 
given the following information this morning concerning this matter. 
That is the letter to Mr. Saypol ? 

Mr. DeWrnp. That is right. 

Mr. Smrru. And then the rest of the letter purports to quote the 
memorandum to Mr. Ford. IT would like to inquire—I don’t have any 
independent recollection about this particular memorandum, and | 
would like to inquire if I prepared that memorandum or if someone 
else prepared it over my signature, 

Chairman Kine. That would be finding out a whole lot, Mr. Smith. 
Nobody seems to know what anybody did, when, or why. They just 
don’t know. 

Mr. DeWinp. That memorandum is over your signature, Mr. Smith. 

Mr. Surru. Well, Mr. Chairman, the original memorandum in the 
Justice file would show the initials of the person preparing it, and 
then that would answer that. 

Mr. DeWinxp. Well, this memorandum was signed by you. It bears 
vour signature. And the copy in the files does not show, as I under 
stand it, any other initials. 

Mr. Surru. No other initials? 
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Mr. DeWinp. I believe that isa fact. Mr. Rothwacks can confirm it. 

Mr. Surru. Perhaps he will check on it. And T will pass on to 
this point. 

Now, the next thing that I must surmise about this letter is that it 
Was most unusual to be writing a memorandum to Mr. Ford along this 
line, and IT must conelude that he had requested a report on this case. 
Otherwise we would not have brought it to his attention. And per- 
haps if the whole memorandum can be located it might state why, 
following vour telephone conversation or something of that sort, the 
memorandum discloses only this quotation. 

Mr. DeWinp. This memorandum is headed: “Memorandum for the 
Attorney General, in re Samuel E. Aaron, New York, N. Y..” and it is 
typed at the end “Turner L. Smith, First Assistant to the Assistant 
Attorney General.” 

Mr. Surru. Are there any initials in the corner / 

Mr. DeWinv. No, there are no initials. 

Mr. Suirn. Are there any initials to indicate what secretary might 
have prepared it? 

Mr. Roruwacks. May T have the permission of the chairman to 
check my files ¢ 

Chairman Kine. Yes. 

Mr. Roruwacks. In the absence of Mr. Caudle, automatically any 
memorandum prepared for the Attorney General would be eg wee 
in his name. It might nevertheless be prepared by anybody below 


Mr. Smith as first assistant. It might have been prepared by me. 
actually, in his name. And I want to state that the end of this mem- 
orandum, which was submitted to Mr. Ford, is a handwritten state 
ment in my handwriting, dated October 6, stating: 


Discussed this matter originally with Mr. Ford. Tle stated that this was a 

decision for the court. He requested that I note here his perusal of this mem 
erandum, that it would not be necessary to transmit it to him formally. 
That is signed by my name. Which indicates that, as Mr. Smith had 
surmised, Mr. Ford had requested a memorandum in this case which 
was prepared for him, apparently a memorandum dealing exclusively 
with the question of health at this time. 

Mr. Svirn. Mr. DeWind, with that added information, I can feel 
very sure now that the memorandum was prepared at the instance of 
either the Attorney General's Office or Mr. Ford. It wouldn’t neces- 
— mean that they called me directly. Sometimes their secretary 
ca Is. 

Mr. DeWinp. Do you recall that you prepared the memorandum ? 

Mr. Smiru. No. I have no independent recollection of it at all. 

Mr. DeWrnpv. Mr. Rothwacks is quite clear in his mind that he 
did not—— 

Mr. Roruwacks. I did not say that I didn’t prepare the memo- 
randum. 

Mr. DeWrnp. You interrupted before I finished, Mr. Rothwacks— 
that he did not initiate the preparation of such a memorandum. 
Then he went on to say that the statement of the application of the 
health policy made in the memorandum in his opinion constituted a 
misapplication. Now, I also note that in the letter of October 6, 
1950, there is no statement made to Mr. Saypol, that this is a matter 
for the court’s decision. It simply quotes the information stating 
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that on the basis of this situation, the Department of Justice would 
not have prosecuted, if it had had the decision to make prior to the 
referral to the United States attorney. 

Mr. Surru. May | ask Mr. Rothwacks to read the notation that 
appears in hand note on it to see if that refreshes my recollection 
as to whoever I sent the memorandum to? 

Mr. Roruwacks. Do I have the permission of the chairman ? 

Chairman King. Yes. 

Mr. Roruwacks. Mr. Smith, you asked what? 

Mr. Smiru. What is the hand notation / 

Mr. Roruwacks. The hand notation is something in my own hand- 
writing, which indicates that I had discussed this matter with Mr. 
Ford on October 6. 

Mr. Surru. Would you read it again, Mr. Rothwacks ?¢ 

Mr. Roruwacks. It states—this is my writing on this memo- 
randum— 

October 6. Discussed this matter orally with Mr. Ford. He stated that this 

was a decision for the court. 
And I may state parenthetically that that, of course, was our policy 
then. "This aceorded with our policy after indictment, and after 
the court had decided that the case was to go ahead on the basis of 
its own medical examination, Now, continuing the memorandum: 

He requested that I note here his perusal of this memorandum, that it would 
not be necessary to transmit it to him formally. 


It is signed by my name. 
Now, I do have my office file here, and I see the memorandum was 
prepared by me for Mr. Turner Smith’s signature. 


Mr. Saxerru. Well, Mr. DeWind, with that still added help, I can 
say with certainty that undoubtedly I was asked to have a report 
submitted to either the Attorney General or the Deputy Attorney 
Cieneral in this case, and that as I normally would, L asked the section 
chief to prepare the report or get one of the me tmbers of his statl to 
prepare the report. Se it did go up as Mr. Rothwacks has just noted. 
And my next impression, after reading it in its entirety, is that Mr. 
Ford must have suggested to me that we send this report, give Mr, 
Saypol the report as is. But that is a pure surmise. T have no 
recollection whatsoever of Mr. Ford directing this letter or Mr. Caudle 
directing this letter, 

Mr. DeWrxp. Do you know Mr. Caffey ? 

Mr. Svrru. Mr. John Caffey ¢ 

Mr. DeWinp. Yes. 

Mr. Surru. Yes, I know Mr. Caffey. 

Mr. DeWrnp. Did Mr. Caffey bring this medical report of Hitzig 
to you; a copy of it ¢ 

Mr. Surru. Mr. Caffey, so far as I can recall now, has never sub- 
mitted any report to me at all. LI am speaking from recollection. 
The file will show. If the file would show that I acknowledged it, 
I would have to stand—— 

Mr. DeWinp. There is nothing in the file which would indicate that 
this report was transmitted by the United States attorney to the De 
partment of Justice. The report was prepared in New York and 
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submitted there, and vet a copy shows up in the Department of Jus- 
tice file. And this letter, which says: 

We have been advised by defense counsel that the Freidus and Aaron case has 
been set for trial * * * on Monday, October 9, 1950 
that is a letter which transmits a copy of the Hitzig report to the 
Bureau of Internal Revenue. 

Do you suppose that the report was delivered to Mr. Caffey ¢ 

Mr. Smiru. IT would assume so, 

Mr. DeWinp. Was it delivered to you ? 

Mr. Survru. He could have dropped it by or left it with Mr. Caudle. 

Mr. DeWinv. Did Mr. Caudle ever speak to you about this matter 
at this time ?¢ 

Mr. Surru. I remember a number of conversations. I have two 
distinct recollections or impressions about this case, Mr. DeWind. 
First of all, and Tam sure the file will reflect this, the only contact 
T had with it, so far as conference or hearing was concerned, was that 
I recall a long conference one day in Mr. MeInerney’s office, as I 
recall it, or perhaps it was in the office that I sueceeded to. Mr. Caffey 
was present. Tam very sure that Mr. Rothwacks was present; Mr. 
Caudle, perhaps. 

There would be a file memorandum of this, Iam sure. 

And a man named Mr. Larry Knohl, who was the investigator, as 
disclosed to us, for these people; and perhaps there were others. 

I have a very distinct recollection, Mr. DeWind, of that conference 
that day, because it was long and very argumentative. And they were 
very insistent. 

Mr. DeWinv. Well, what I want to get at right now, Mr. Smith, is 
this: Did Mr. Candle discuss with you the question of submitting this 
Hitzig report to the Bureau of Internal Revenue at or about October 
4, 150% 

Mr. Suivi. Mr. DeWind, I do not recall it if he did. 

Mr. DeWinp. You have no recollection? 

Mr. Surru. IT simply have no recollection. 

Mr. DeWinp. Did Mr. Caudle speak to you about preparing this 
letter to Mr. Say pol? 

Mr. Smiru. Not that T can remember, I can only assume that he 
was aWay and this went out over my signature. And I am also rather 
of the opinion—my best guess is, looking back on it, that Mr. Ford—— 

Mr. DeWinp. Was this just a guess, based on no recollection, and 
if it was, let us not have conjecture of that kind. We want it on the 
basis of recollection. 

Mr. Svrru. The reason T said that was because I had changed this 
before. 

Mr. DeWinp. There is a memorandum in the Penal Division file in 
the Bureau of Internal Revenue which says that Mr. Oliphant and Mr. 
Caudle discussed the medical health matter, and this is a memorandum 
dated October 4, and in that they agreed that the case should not be 
prosecuted, that is a copy of the memorandum that vou have there 
before you. 

Mr. Swirriu. Of course. T have no recollection of ever having seen 
this. and | could not have seen it. because this is from the Bureau 
file. This would indicate to me, Mr. DeWind, that Mr. Caudle did 
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diseuss it with Mr. Oliphant, and he may have made a suggestion 
to me about it, but I have no recollection about it. I never got any 
impression at any time from Mr. Caudle that he was going to dismiss 
these cases. 

Mr. DeWtnp. I beg your pardon? 

Mr. Smrru. I never got the impression at any time from Mr. 
Caudle that Lean recall that he was going to dismiss these cases, until 
I had read this I had forgotten there was a health issue in the case. 

Mr. DeWinp. Well, now, this letter to Mr. Saypol, what do you 
consider to be the purpose of that letter? 

Mr. Sarru. I conceive the purpose of this letter to be purely ad- 
Visory. 

Mr. DeWinpv. Advisory of what? 

Mr. Sarru. Advisory of the Department’s health policy. 

Mr. DeWinpv. You consider this to be for the purpose of advising 
Mr. Saypol that the Department of Justice would not prosecute this 
case ¢ 

Mr. Smiru. That is right. 

Mr. DeWinp. That is based on a Dr. Hitzig who says the man is 
well able to stand trial? 

Mr. Surru. That is the way I read the report, or the letter, and the 
effect of the letter, Mr. DeWind, on my mind is that we at that time 
tock this means of saying to the United States attorney that we are 
not going to move, or not going to direct you to move a dismissal. 

Mr. DeWtnp. It does not say that. 

Mr. Surru. It does not say that? 

Mr. DeWinv. It says this— 
would not be our policy to prosecute this case. However, we understand that 
the matter has been ordered to trial by Judge Weinfeld. 

Mr. Smirn (reading) : 

(in the basis of Dr. Hitzig’s report alone this office is of the opinion that if the 


matter of health had been presented prior to transmission of the case to the 
United States attorney’s office, the prosecution would have been declined as 


to Mr. Aaron. 
Mr. DeWinp. That says the Bureau of Internal Revenue is of a 
similar opinion, and then it says that— 


the question of health arose after indictment and the determination of Mr. 


Aaron's ability to stand trial is before the court as indicated above. We have 
been informally advised that Judge Weinfeld has already determined that Mr 
Aaron should stand trial, 

Now, what conceivable purpose can this letter serve / 

Mr. Smrrnu. Purely advisory, and as I read it now, I think it was 
a wholly gratuitous letter. 

Mr. DeWrnp. Intended perhaps to guide Mr. Saypol in his con- 
sideration of prosecuting the case ¢ 

Mr. Smrru. I am very sure that this letter would not have been 
written unless there was some purpose for it being written. 

Mr. DeWinxv. Now, could it have any other purpose than giving 
Mr. Sayvpol grounds on which to drop prosecution ? 

Mr. Siri. I can only speculate as to how it came about. Mr. 
Rothwacks might have considered it proper, or Mr. Caudle might have. 
or I might have. 

Mr. DeWinxp. Mr. Rothwacks has said he does not consider it 


pre } er. 
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Mr. Smrru. Or Mr. Ford might have asked us. 

Mr. DeWtinp. Mr. Rothwacks has said he considers it to be a mis- 
application of the health policy, and one which he does not believe he 
would have initiated on his own motion. 

Mr. Smirn. Well, Mr. DeWind, I assure you I haven't directed Mr. 
Rothwacks or initiated anything. I know him too well, and I know 
his convictions, and if Mr. Rothwacks didn’t think this met the health 

wlicy, he would not have written it. 

Mr. DeWinp. What do you think about the matter? You signed 
the letter? 

Mr. Suiru. I haven’t read it. How many reports are there in the 
case ? 

Mr. DeWinp. That isall. That is it. 

Mr. Smrru. Are these all of them ? 

Mr. DeWrnp. Yes. 

Mr. Smiru. May | read out loud and comment on it ¢ 

Mr. DeWinp. If you are going to read out loud, read the last page, 
the last two pages of the Hitzig report and not the excerpts from that 
letter, but the last two pages of the actual report from which all of 
those quotations are taken. 

Mr. Smirn. Mr. DeWind, I won't be able to read that photostat. 
May I just then comment upon a few of the phrases that are quoted 
here ? 

Dr. Hitzig’s report to Judge Weinfeld concludes that he is “reason- 
ably certain that Mr. Aaron can stand trial without seriously jeopar- 
dizing his health.” 

Now, at that point that would have ended the health situation be 
yond any doubt whatsoever. But I see here the doctor's report con- 
tinues that the possibility does exist. 

Mr. Byrnes. Now, just a minute. You are not reading the doctor's 
report there, are you, and I think that that had better be clear for the 
record. You are reading now excerpts from the letter to Mr. Saypol. 

Mr. Surru. Yes; I assume that the quotes are accurate from the 
doctor's report. 

Mr. Byrnes. But they are not complete statements in any point. 

Mr. DeWinp. In fact, let us understand that those reports are care- 
fully culled to omit the impact of the recommendation, namely, that 
it is reasonably clear in his mind that prosecution would not be larii- 
ful; and read the original report. 

Mr. Smirxu. Lamsorry. Without my glasses, I can’t read it. 

Mr. DeWinp. I was going to ask you to read the last two pages. 

Mr. Smrrit. I don’t have my glasses, and would someone read it for 
me ¢ 

Mr. DeWinp. We will be glad to have someone read it. 

Mr. Smirn. Mr. DeWind, let me state the abstract, and whatever the 
situation is, my conception at all times of the Department of Justice 
health policy was that either a Public Health doctor or a Government 
appointed physician had to take the position in rather unequivocal 
terms that the possibility of a taxpayer losing his life did exist if he 
was subjected to criminal prosecution, and anything, Mr. DeWind, 
that doesn’t come up to that is not our policy, and would be a mis 
application of it and would be an error on the part of any of us who 
participated in it. e 
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Mr. DeWixp. All right. Now I think that you will find from 
reading that report that there is nothing in it which says that this 
would ‘end: anger the life of the defendant, and in fact the conclusion 
Is spee ifie ally to the contrary, 

Mr. Surru. Well, there is some language that [ see here that would 
indicate to me—— 

Mr. — wp. As IT say, if you will take that language in context 
and not by len ases, you will find that the impression is directly to 
the contrar Vv. and those phr uses seem to have been caref fully culled to 


create the contrary impression. 

Mr. Smrvri. Well, 1 didn’t prepare the memorandum. 

Mr. DeWinp. I will read it to vou if you can’t read the photostat. 

Mr. Smiru. Iean't. It is too dim. 

Mr. DeWinxp, Would you bring it around, if you would 4 

Mr. Suiru. Yes. 

(Document handed to Mr. DeWind.) 

Mr. DreWixp. Now, this says: 

Even though I am mindful of the fact that an emotional excitement in a 
courtroom may lead to serious complications which may even be catastrophic, | 
cannot agree that Mr. Aaron is unable to stand trial unless his emotional reac- 
tion in the courtroom would be extremely violent and the litigation unduly 
prolonged. Under such circumstances the possibility of a serious or even 
catastrophic complication is greater in a man of his age with clinical coronary 
disense and hypertension than in a man of comparable age not suffering from 
these vascular conditions. I cannot summon any statistical evidence nor un 
cover any other mechanism which might shed light on the percentage risk in 
volved. That a risk exists must be borne in mind and it is not impossible 
(although it is highly improbable) that his acute emotional experiences in a 
courtroom (the intensity of which cannot be predicted) might lead to a bout of 
heart failure as a result of heightening of the blood pressure or even to a severe 
bout of coronary insufficiency. These acute complications might be lessened 
by skillfully medicating Mr. Aaron with sedatives during the trial to depress 
the hich peaks of blood pressure and by employing fresh and more soluble 
nitroglycerine tablets at the incipiency of his anginal attacks. 

Because T have personally observed many patients with even more serious 
heart disease undergo dramatic and strenuous situations Cinecluding emotiona 
courtroom procedures) and come out unscathed, Tam reasonably certain that 
Mr. Anron can stand trial without seriously jeopardizing his health. T must 
reiterate however that although T cannet calculate on a percentage basis thy 
basis the risk invelved—this possibility does exist, 

Mr. Smiriu. Read the last sentence there. 

Mr. DeW inp (reading) : 

I must reiterate however that althouch I 
hasis the risk involved this possibility does exist. 

Mr. Smiru. Now, thinking entirely as a new matter, and having 
read that to me, T think my interpretation of that new is that doetor 
is saying that “I think it is very unlikely that criminal prosecution 
would result in this man’s death.” 

Mr. De Winn. T would agree with that. 

Mr. Surru. But he leaves himself an out by saving, “But if he doe- 
die, I have got language in here that would indicate that T warned 
you.” and it is, and I am thinking of an expression about it, and I 
think it is a very equivocal report, but T would not insist it measures up 
to the standard that we tried to employ. 

Mr. DeWinp. You say it would ? 

Mr. Sarru. I woul | not insist that, because it was our policy to get 
more direct stat@ments than that, and T can reeall woe 2 al types of 


cannot calculate on a percentage 
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medical reports that we received along that line, and it would give us 
a lot of trouble. We would talk about it, and the effect of it was we 
thought that the doctor was saying, “I think it is all right, but if any- 
thing happens here | warned you that it can happen.” 

Mr. DeWind, I for one always very strongly believed in our health 
wolicy. 

Mr. DeWinp. Now, when this letter is prepared to go to Mr. Saypol 
in New York, what possible purpose can it serve except to do one of 
iwo things; give Mr. Saypol a basis on which he could decline prose- 
cution of the case, or give to the court a basis on which it might be 
persuaded to dismiss the case ¢ 

Mr. Smiru. I have stated before, the letter in its entirety is wholly 
gratuitous as I see it. It is possible that some one of us thought we 
ought to be on record with Mr. Saypol as to what the situation was. 

Mr. DeWinp. Which one of you was it ¢ 

Mr. Smrru. I don't remember, Lam purely speculating about it, 
and I have no recollection of ever seeing this letter before. but that 
would not be unusual, Mr. DeWind. 

Mr. DeWinp. You clearly saw it before you signed it. 

Mr. Smirn. I have no independent recollection now, and LT would 
not want to try to imagine that T thought so and so. 

Mr. DeWrnpb. This is a matter of about a year old and a very un- 
usual situation, where you say that the writing of this letter to Mr. 
Saypol appears to you to have been gratuitous. 

Mr. Shiri. Well. that has got to be the effect of the letter because 
it does not advise him to do anything. 

Mr. DeWinp. At one point. Mr. Rothwacks used the term “sheer 
insanity” in reference to this situation. 

Mr. Surrxu. Well, Lam as sure as TP can be that T didn’t initiate, or 
the idea wasn’t mine, but it may have been, and if so, TE would have 
to try to imagine why. 

Mr. DeWinp. Well. now, here is the situation: Mr. Rothwacks said 
lie prepared the memorandum for Mr. Forbes just quoted in the 
letter, and he prepared the letter and he said it constitutes in his view 
a misapplication of the health poliey, and he goes on to say that he 
does not believe he would have initiated the preparation of the memo 
randum or the letter on his own. 

Mr. Smurra. May I inquire if Mr. Rothwacks himself has any inde 
pendent recollection about any of it, about how the letter was pre 
pared ¢ 

Mr. DeWinp. He says he has no independent recollection, as Tun- 
derstand it, of anyone asking him to prepare the letter, and he felt 
that someone must have. 

Mr. Surri. Well, that is my assumption, too, 

Mr. DeWtxp. But someone must have asked vou to prepare the 
letter. 

Mr. Surrn. But if anvone asked me to coneede this letter was 
written, it would necessarily come from within the Department of 
Justice, and it would have been Mr. Ford. or the Attorney General's 
office, or Mr. Caudle, or had been suggested to me in some way. ‘That 
is purely a surmise, and I don’t remember. 

Mr. DeWinp. At somebody's suggestion, Mr. Rothwacks prepared 
a letter which he thought stated the misapplication of the poliey. and 
vou signed the letter which vou say now seems to be a misapplication 
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of the policy, and no one can recall how the letter happened to be 
written. 

Mr. Smiru. My opinion is that Mr. Ford asked us to send this letter. 

Mr. DeWinpv. Now, we add to this situation there is a memorandun) 
in the Bureau that Mr. Caudle and Mr. Oliphant together personally 
agreed the case should not be prosecuted. 

Mr. Smrrn. Well, Mr. DeWind, the reason I say that is that Mr. 
Ford’s office had gotten into it, and it was over my signature, and | 
apparently dealt with him on it, but I do not remember, because we 
have countless conversations. 

Mr. DeWtnpv. The only comment one can judge from the notes is 
that My Ford said this is a matter for the court, and nevertheless off 
goes this letter saying it is the Department policy not to prosecute 
this kind of case as an original matter. 

Mr. Surrn. Well, I am very sorry to say, Mr. DeWind, that T hav: 
absolutely no recollection whatsoever about any circumstances su 
rounding this letter at this time, and I only have one independent 
recollection about this case, and that was a conference that night. | 
don't want to suggest that Mr. Caudle directed that I do this, because 
I don’t remember him doing so. I have no recollection of me con 
ceiving it as my own idea, and I don’t see any sense in it, and as I reac 
the letter, I don’t see why I would have wanted to. 

Mr. DeWinp. The only sense you can see in it, or anybody ha- 
suggested they can see in it is to give Mr. Saypol grounds on whic!) 
to drop the case, or give the court grounds on which to drop the ease. 
and it makes no other sense. 

Mr. Smirrn. Well, I think it has one other meaning, too, and I don't 
know whiy it doesn’t say it. 

Mr. DeWinp. What is that? 

Mr. Smirn. That is that it is putting the United States attorney’ 
office in New York on notice that the Department is not going to direct 
them to move a dismissal. 

Mr. DeWinp. Well. good heavens, Mr. Smith, a file in the case show- 
Mr. Saypol had been requesting over a period of months that the 
Department of Justice just stay out of this case and just let him hand| 
it. 

Mr. Saurru. Well, I don’t remember the letter, Mr. DeWind. 

Mr. Kean. It seems to me that the only definite testimony we hav: 
here is by Mr. Rothwacks that he wrote the letter and the memoran 
dum, and now he denies that it was his idea, and he sees no sense to it, 
and he says he would not have written such a letter. Mr. Caud) 
denies that he ordered it written, and you, Mr. Smith, deny that you 
did any more than sign it, and you say it seems to make no sense to you 
Who can this committee believe 4 

It seems to me that Mr. Rothwacks ought to do his very best to try 
to find in the file or recollect in his memory who it was who told him 
to do it, because he is probably the only person who can really deter 
mine why the letter was written. 

You say it might have been Mr. Ford, and Mr. Ford is not here. 
and as people suggested it might be somebody else, we have called on 
person after the other, and each one suggests that it is somebody wl. 
is not here. : 

Mr. Smirn. Mr. Congressman, the easiest position for me to tak: 
now, if Iwas looking for an easy way out, is to try to remember some 
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body telling me to do this, but I am under oath, and T simply do not 
have any recollection at all about it, and within the last hour is the first 
time this matter has been before me; when I first looked at the letter, 
I had to read it, and I asked Mr. Rothwacks if I signed it. 

Now. if this had been the only case I had, L am sure it would be 
quite different, but literally thousands of letters go through there, 
frequently you don’t read it all, and you come to depend to a great 
extent on the person who prepared the letter, and I would think that 
Mr. Rothwacks’ recollection, since he prepared it, would be better than 
anybody else’s about it, because there is something that he fixes, and he 
actually dictated the letter. 

Mr. Kean. He must have been instructed by somebody to do it, 
and it is only a vear ago, and I should think that by thinking for a 
while that it might be possible for him to bring back to his memory 
who it was that originally told him to do it. 

Mr. Smirn. Well, the normal happening of a situation like this, 
would be one of two things: either we would all talk about it jointly 
in the Tax Division, including Mr. Caudle, and that would be one 
possibility, or that we talked with Mr. Ford about it, and he suggested 
it, and now that would be the normal manner in which a letter of this 
sort would be written. 

Mr. Kean. There is nobody besides Mr. Ford who might have given 
the instructions to Mr. Rothwacks to write the letter ¢ 

Mr. Smiryu. Only the Attorney General. 

Mr. Keay. The Attorney General himself ¢ 

Mr. Smrru. Only the Attorney General, and that would be the only 
officials that would come into play. 

Mr. Kran. So if we believe everybody that has testified today, that 
leaves only Mr. Ford and the Attorney General himself who might 
have given the instructions ? 

Mr. Smiru. Perhaps Mr. Ford may recall something of the cir- 
clunstances, because there is a memorandum to him, and T know that 
that meant that he had called for one, or his office had. or the Attorney 
General’s office had, and it may have been at this time there was, I 
recall several requests for continuances, in this case, and it may have 
been that they were pressed for continuances at that time, but that is 
surmise. LT should like to run over the file from beginning to end, and 
iiavbe T will remember more about it. 

Mr. DeWinpb. Mr. Smith, there is just one good clear document in 
this file, and that is one prepared by an attorney in the Penal Division 
in the Bureau of Internal Revenue which says he was told by Mr. 
Oliphant that he and Candle had agreed the case should not be 
prosecuted. 

Mr. Surry. Well. that is a document that T have seen for the first 
time, Mr. DeWind. The memorandum in the office, 1 would not recall 
sud would not know that Mr. Oliphant and Mr. Caudle— 

Mr. DeWunp. But for that one attorney writing the memorandum 
there would be no record to suggest here how this unusual situation 

ume about. 


TESTIMONY OF MEYER ROTHWACKS—Resumed 


Chairman Kine. I] think you will agree, Mr. Rothwacks, that the 
ecord is to say the least involved at this point, and we trust that you 
will make vour statement brief, 
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Mr. Rorawacks. Mr. Chairman, I will try to be as brief as possible. 
I have no specifie recollection as to that matter, and if [T had, LT would 
vive it to you. But it seems to me certain that the Attorney Genera! 
did not request me to write that letter, and it seems to me most probable 
that Mr. Peyton Ford did not, and T can only guess and say that in 
the light of the memorandum whieh Mr. DeWind has read concerning 
the conference between Mr. Caudle and Mr. Oliphant, that there must 
have been some conversation between mivself and Mr. Caudle on the 
subject, and that is a matter of reconstruction on my part, and it is 
speculative. [do not have any recollection. [ami just reconstrueting, 
if it were decided that the matter should not be prosecuted, it would 
be logical for letters to follow. and | would be the logical man to write 
the letters, but of course the amazing thing is that the decision not to 
prosecute Mr. Aaron was not fulfilled by those letters: as a matter o! 
fact the letters make it perfectly clear at least to me that the court 
had already decided that ISSTLe, ana that prosecution wis to follow. 

Mr. DeWinxp. Mr. Rothwacks, just sit down a moment. I don't 
want to go all over this again, but is it a fair summary of you 
testimony that the only purpose that could: have been served by 
this letter was to provide some basis on which either the United 
States attorney or the court or the defendant’s counsel could argue 
for dismissal of the prosecution ? 

Mr. Roriuwacks. Mr. DeWind, IT would say that those were two 
rational possibilities, and [T would also like to add the one which 
Mr. Smith suggested, which seems to me now to be the more rational, 
and that is that it was simply a gratuitous informational letter. 

Mr. DeWinp. It was most extraordinary, and it is information 
which you say constituted a misapplication and was erroneous infor 
mation, and you prepared it. 

Mr. Roruwacks. The information was not erroneous, and the tn 
formation in the letter is correct. 

Mr. DeWinp. No, sir: you said that the statement that the Depart 
ment would not have prosecuted this as an original matter was not a 
correct statement of what the Department would liave done. 

Mr. Rormwacks. | merely state that if I were asked my opinion 
at that time, on the basis solely of the Hitzig memorandum, T woul 
have to conclude as Mr. Smith has that [ could not recommend no 
prosecution, and that is all I mean to say. 

Mr. DeWinp. Then in vour view the memorandum prepared no 
only gave Mr. Saypol gratuitous information, but some erroneou 
information. 

Mr. Roruwacks. No, it gave him gratuitous information, and | 
erroneous information at all, 

If the decision was not to prosecute, as the memorandum prepare 
by Mr. Schwartz indicates, the letter was not erroneous. What | 
mean to say is that if asked my opinion now as to what T would 
recommend on the basis solely of the Hitzig memorandum, T woul 
feel constrained as Mr. Smith has stated to recommend that prose 
eution proceed, which is exactly what happened in the case. 

Mr. DeWinp. I think it is perfectly clear from what you have said 
that if Mr. Saypol had taken this letter and compared it with what 
you have said the Department policy is, he would certainly have bee! 
sadly perplexed after he looked at the doctor's report. 

That is all, Mr. Chairman. 
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Chairman Kine. Now, we have had a long and tedious day today, 
on a matter that L would not have thought would warrant an hour 
or an hour and a half of this committee’s time, and it has prompted 
lk me to call to the attention of the Attorney General that here is an 
important case with apparently irregular activity on the part of the 


™ Department of Justice, only 1 year ago, and three important Justice 

¥ oflicials involved state they have no recollection of the matter. One 

va states he would not have acted but for instructions from one of the 

” other two, and the chief counsel of the Bureau of Internal Revenue 

u is involved, and he also states he has no recollection. There is a 

l $5,000 payment to one of the Justice officials paid under circumstances 

* apparently involving a defendant ina criminal proceeding, the accept 

a ance of which payment the Attorney General is reported to have 

' approved, Dome Ns ee : 

. With that, without objection, T will adjourn the meeting until 10 
a. in. tomorrow morning. 

t 2 (Thereupon, at 6:50 }). Ih.. the lhe aring Was recessed until 10 a. .. 

™ Friday, November 30, 1951.) 
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MONDAY, DECEMBEK 3, 1951 


House or Represenvratives. 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenvur Laws or tue ComMirrer oN Ways anp Means, 
Washington, dD, cd. 

The subcommittee met at 10:25 a. m., pursuant to recess, in the 
main hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present: Representatives King, O’Brien, Kean, and Byrnes. 

Also present: Representatives Woodrulf and Mason, members of 
the Committee on Ways and Means. 

Committee staff present: Adrian W. DeWind, chief counsel to 
the subcommittee; Charles S. Lyon, assistant counsel; Howard D. 
Levine: William A. Silk: and Charles W. Davis, clerk of the Com 
mittee on Ways and Means. 

Chairman Kine. The subcommittee will be in order. 

Mr. John Mitchell. Will you be sworn, Mr. Mitchell ¢ 

Do you solemnly swear the testimony you will give this committee 
will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Mirrenens. I do. 

Chairman Kine. Be seated, Mr. Mitchell. 


TESTIMONY OF JOHN H. MITCHELL, A PRINCIPAL TRIAL ATTOR- 
NEY OF THE CRIMINAL DIVISION OF THE DEPARTMENT OF 
JUSTICE 


Mr. DeWinp. Would you please state your full name for the 
record ¢ 

Mr. Mirenece. John H. Mitchell. 

Mr. DeWinp. Mr. Mitchell, are you employed by the Department of 
Justice ¢ 

Mr. Mrrenen.. Lam, sir. 

Mr. DeWinp. In what position ¢ 

Mr. Mirenece. At the present time, I am a erg trial attor- 
ney of the Criminal Division of the Department of Justice. 

Mr. DeWinxv. When were vou first employed by the Department ? 

Mr. Mrrenece. | was first employed as an assistant United States 
attorney for the District of Colorado, and 1 assumed that office on 
December 1, 1937. 

Mr. DeWrxp. What was the next position that you held in the 
Department ¢ 
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Mr. Mrrenens. In, I believe the date is June 15, 1942. 1 trans 
ferred to the Department of Justice as an attorney in the Specia 
War Policies Unit. 

Mr. DeWixp. How long did you remain in that post ¢ 

Mr. Mrrenuene. IT stayed there, L think, about a year and a half, and 
I then transferred to the Criminal Division of the Department of 
Justice. 

Mr. DeWinp. That would be in 19447 

Mr. Mrrenro.. T think in the early part of 1945, [ transferred ti 
the Criminal Division. 

Mr. DeWino. What was your position in the Criminal Division 
of the Department ¢ 

Mr. Mirenen.. L was an attorney in the Internal Security Section. 

Mr. DeWinxp. How long did you remain in that post / 

Mr. Mrreurc.. T remained there until May 1, 1944, at which time 
I transferred to the Tax Division of the Department of Justice. 

Mr. DeWinp. What was your first position in the Tax Division ? 

Mr. Mrreuene. TP was an attorney in the Criminal Section. 

Mr. DeWinp. How long did you remain an attorney in the Criminal 
Section of the Tax Division / 

Mr. Mrrenece. 1 remained on the payroll of the Tax Division until 
June 10 of 1951, when I transferred back to the Criminal Division. 

Mr. DeWinp. That is when vou became a principal trial attorney 
of the Criminal Division ? 

Mr. Mrrenien.. That is right. 

Mr. DeWixp You say you remained on the payroll of the Tax 
Division / 

Mr. Mrrenurec.. That is right. 

Mr. DeWinp. Well, in fact, did you continue, while vou were on 
the payroll of the Tax Division, to work there, or did you intend to 
draw some distinction Whe ‘nh vou said you “remained on ‘the payroll” ¢ 

Mr. Mrrenens. Well, from the early part of 1950 until the time I 
transferred to the Criminal Division. T was working on special assign 
ments for Mr. Pevton Ford, the then Deputy Attorneys Gieneral. 

Mr. DeWinp. That is from January of 1950 to June of 1951 4 

Mr. Mrrenen.. That is right, sir. 

Mr. DeWinp. As principal trial attorney for the Criminal Diy 
sion. L understand you are now engaged in preparation of the tria 
of the Delaney case in Boston: ae it right / 

Mer. Mrrenen.. That is right. 

Mr. DeWinp. Do you recall a : ciation tax fraud case involving 
Joseph Mitchell and Samuel Ripps, of Mobile, Ala. 

Mr. Mrreneno. 1 do. 

Mr. DeWinp. Was that case assigned officially to you as an attorney 
inthe Criminal Section of the Tax Division ? 

Mr. Mrrenenn.. Yes: it was. 

Mr. DeWinp. Can you recall when the chse was first assigned t: 
you? 

Mr. Merenens.. The case w: iy trans smitted to the Tax Division of 
the Department of Justice by a letter dated November 272 1947, and 
I believe it was assigned to me shortly after it was sent to the Tax 
Division. 

Mr. DeWinp. Could you briefly state the nature of that ease, th 
nature of the charge that was brought against Ripps and Mitchell 
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Mr. Mrreuece. The Commissioner of Internal Revenue had recom- 
mended that Joseph Mitchell and Rebecea Mitchell, his wife. and 
Sam Ripps, be prosecuted for willful attempted tax evasion. The 
charges grew out of an alleged understatement of income of the Gulf 
Coast Tobacco Co.. which was a partnership, and T believe the years 
recommended were 1942, 1945, and 1944. 

Mr. DeWinp. What was the business of the Gulf Coast Tobacco Co. 7 

Mr. Mrrenenn. During the years for which prosecution was recom- 
mended, the Gulf Coast Tobacco Co, had been in the wholesale jewelry 
business, selling principally to Army post exchanges and ships’ serv- 
ie stores, 

Mr. DeWrxp. Was the company engaged in the tobacco business 
at all é 

Mr. Mrreuene. [ don't believe at that time. Prior to the start of 
the war, the company had been engaged in the wholesale tobacco 
business, and T believe at that time it was operated simply by Sam 
Ripps: and Joseph Mitchell became a partner in the business around 
1942. 

Mr. DeWinxp. Well, the alleged failures to report income grew 
out of the jewelry business, then, and not out of the tobacco business / 

Mr. Mrrenen.. That is correct, sir. 

Mr. DeWinxp. You began your studies of the case, then, in the last 
part of 19474 

Mr. Mrrenenn. At that time. the Criminal Section had a tremendous 
hacklog of cases, and T think IT probably would examine the file to 
see when the statute of limitations would run, and finding that it 
Was not Imminent, | postponed actual review of the case until after 
March 15 of 1943, since we always had a tremendous workload dur 
ing that time. 

Mr. DeWinp. That is March of 1948 ¢ 

Mr. Mrrenenn. We always had a tremendous workload a few 
months prior to March 15, which is the filing date each vear. 

Mr. ly WINb. When vou began your active study of the euse, how 
long did it take vou to form any definite views about the position 
of the case and the possibility of suecessful prosecution / 

Mr. Mrrenuens. | reviewed the case in the spring of 1948, and then a 
number of attorneys had asked for conferences, and so | set a con- 
ference date, as T reeall, sometime in June: and finally found that one 
lawyer was actually representing the taxpayers, and had several con- 
ferences with that lawyer. It was a Mr. William Dunne, from New 
York. 

Mr. ly WiINp. You STUN that, at the outset, there appeared to be sey- 
eral lawyers in the case / 

Mr. Mrrenece. That is correct. 

Mr. DeWinxp. Who were they, can you recall 

Mr. Mrrenenn. At the moment. I don’t have reference to the file, 
ind I frankly can't remember the names of the other law vers, and J 
do know Mr. Dunne was one of them, and he was the man with whom 
[ultimately conferred. 

Mr. DeWixp. Dunne was the first man, then, that vou held a real 
conference with ? 

Mr. Mrrenenn. That is right. sir, inthe Department. 

Mr. DeWinp. Was Mr. Dunne associated with a law firm. or was he 
single practitioner ? 
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Mr. Mirrcnes.. It was the firm of Dunne & Blaisdell. 

Mr. DeWinp. Where did they have offices ¢ 

Mr. Mrreneni. In New York City. 

Mr. DeW rnp. They were New York attorneys? 

Mr. Mircueiy. Yes, sir. 

Mr. DeWinp. Well, what was the first view that you formed about 
the strength of the case, from a prosecution point of view ¢ 

Mr. Mircneny. A review of the file convinced me of the guilt of these 
individuals, and there still remained some question in my mind as to 
whether or not we could prove the charges. It was a rather complicated 

case, and in fact, I would say the most complicated case that I had 
handled in the Tax Division. If you desire me to elaborate a bit on 
what I considered the difliculties at the time, I will. 

Mr. DeWinpo. Well, if you could do that briefly, it might be helpful 
tothe committee in understanding the problem. 

Mr. Mrrenecy. At the time the agents started their investigation, to 
go back a minute, a revenue agent had gone in to make a routine audit 
of the books of the Gulf Coast Tobacco Co., and on the first day he 
saw the books, he suspecfed fraud, and, as is customary procedure. 
asked that a special agent, Intelligence Unit, be assigned to him. 

There was apparently a delay of about 3 days before the specia! 
agent actually got on the job. When the revenue agent and the specia! 
agent returned to continue their work, the books and records of the 
Gulf Coast Tobacco Co. were missing. So the agents, who worked, | 
think, something like 14 months investigating the « case, were never 
able to see the books of the company again. 

This company reported its income on the accrual basis, and it had 
an accounting system which I believe, in accounting parlance, was 
called an intact system of bookkeeping. In other words, all receipts, 
under the system, went into the bank account, and it was necessar) 
that all receipts be deposited in the bank account to keep the book 
in balance. 

Well, the agents were puzzled, hecause they had uncovered sub 
stantial diversions of income, and they found several hundred thou 

sand dollars in checks had been cashed through a check-e: ashing agenc) 
in New York, but at that time it wasn’t quite clear to them just how 
it was accomplished, and at the same time how the books had bee: 
made to balance, or balanced books had been maintained. 

Mr. DeWixp. Under the system that they maintained, it would bx 
expected that if any check were not deposited through the account, 
it would throw the accounts off ¢ 

Mr. Mrrenenn. That is correct, sir, But since they reported o: 
the acerual basis, the mere fact of the diversions, that checks wer 
cashed outside of Mobile or did not go into the bank account, did 
not necessarily indicate the sales receipts were not recorded in thy 
books. So we were in the position of not being able to definitely 
establish that the books were not in agreement with the returns. And 
our principal, and in faet, our only, really, answer to that at the 
time was the testimony, or a statement taken from the bookkeeper, : 
Mrs. Zuckerman, and she later became Mrs. Sacher; and when she 
was questioned by the agents, she had told the general plan that was 
used, but was unable to give any details or identify any particula: 
items of income which were diverted or which were not recorded. 
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Mr. DeWinp. Mrs. Sacher indicated that the books had not been 
in accord with the tax returns / 

Mr. Mrrcneun. That is correct. And so, at the time, the case 
rested ; in order to make a case, the Government had to rely almost 
entirely upon the testimony of Mrs. Sacher. 

Mr. DeWinxp. What had her position been ¢ 

Mr. Mercenenn. She had testified to the general scheme, the manner 
n Which the receipts had been diverted, and she had explained to 
ihe agents that these checks which were cashed in New York had 
actually been recorded on the books, but not deposited in the bank 
wccounts. However, an equivalent number of smaller sales receipts, 
with the necessary amount of cash, had been put in the bank account 
to balance out, and it was that method which kept the books in balance. 

Mr. DeWinp. Mrs. Sacher was the bookkeeper for the company / 

Mr. Mrrenenn. Yes, sir. 

Mr. DeWinp. Her name had previously been Miss Zuckerman ‘ 

Mr. Mrrenenn. She was Mrs. Zuckerman, and she later became 
Mrs. Sacher. 

Mr. DeWixp. When vou arrived at this stage of the investigation, 
where vou concluded that the defendants were probably guilty but that 
there was a problem of evidence, what step did you take ¢ 

Mr. Mrrcenewn.. | suggested—and in fact, I believe T wrote a memo- 
randum, suggesting that I be authorized to go to Birmingham and 
confer with the agents, and go over the matter in detail. 

Mr. DeWinp. Let me interrupt. Joseph Mitchell, one of the de- 
fendants, was a former internal revenue agent / 

Mr. Mrrenecy. Yes: and a certified public accountant, 

Mr. DeWinpv. And a certified public accountant / 

Mr. Mrrenewn. Yes, sir. 

Mr. DeWinxp. What happened to your recommendation for a con- 
ference in Birmingham ? 

Mr. Mircnew. The recommendation was approved. And then I 
had a serious illness in my family, and at the time I originally planned 
to go down, in August, and the trip at that time was canceled. 

Mr. DeWixp. How did that trip come to be canceled, Mr. Mitchell ? 

Mr. Mrrenene. Well, one of the reasons, as 1 said, I had a serious— 
there was a serious illness in my family at the time. 

Mr. DeWinp. Well, as I understand it, a conference had been ar- 
ranged in Birmingham ¢ 

Mr. Mrrenevn. That is right, sir. 

Mr. DeWinb. With the United States attorney there, Mr. Hill? 

Mr. Mrrenecit. And Special Agent Cox. I believe it was also 
understood that I was to go to Mobile, also, and, in fact, Mr. Caudle 
had suggested that perhaps I would like to drive down and take my 
wife. 

Mr. DeWinp. Iam sorry, I couldn't hear that. 

Mr. Mrrenen.. In fact, Mr. Caudle had suggested that perhaps I 
would like to drive down and take my wife, since I had no vacation 
that summer. 
| Mr. DeWinp. Could you speak a little closer to the microphones 
there? 

Mr. Mrrenevy. Yes, sir; excuse me. 
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Mr. DeWrnv. You say Mr. Candle had suggested you might like to 
drive down and take Mrs. Mitchell with you? 

Mr. Mrrenevs, That is right, since I had no vacation that summer. 

Mr. DeWuxp. What discussions had you had about the case with 
Mr. Caudle at that time? 

Mr. Mrrcenecn. Mr. Caudle had cautioned me to be very careful 
about this case, and had indicated that he wanted to discuss with me 
each stage of the proceedings. 

Mr. DeWinp. Well, did you discuss with him your proposed trip 
down to confer with United States Attorney Hill? 

Mr. Mrreneny. | did, sir. 

Mr. DeWinp. And what did he say about that ¢ 

Mr. Mrrenen.. He agreed to that. 

Mr. DeWrnp. At that time, had you had any discussion with Mr. 
Caudle about the interest of anyone outside the Department in the 
case ¢ 

Mr. Mrrenecy. I did at the time, yes, at the time that trip was 
discussed, I did have some conversation about the interest of persons 
outside of the Department. 

Mr. DeWtxp. What was that conversation / 

Mr. Mrrenenn. At the time I was planning to drive down or during 
that time, I received a call from Congressman Boykin’s secretary, 
Miss Mary Searborough, who inquired as to when T expected to reach 
Mobile, and she told me that Mr. Boykin was expecting me and Mrs. 
Mitchell to be his guests while we were in Mobile. 

I expressed complete surprise at this invitation, and she said per- 
haps I had better talk to the Congressman; and he then got on the 
phone, and IT told him T appreciated the invitation, but I couldn't 
accept it, and in fact, because of a serious illness in my family at the 
time, | was not even going down. And I then did discuss that matter 
with Mr. Caudle. 

Mr. DeWinp. At that time, had you decided not to make the trip / 

Mr. Mrvetmeno.. Thad actually decided, because of this illness, ves. 

Mr. DeWinp. Now, after this conversation, then vou say vou spok 
to Mr. Candle? 

Mr. Mrrenen.. Yes. 

Mr. DeWinp. What did vou say to him ¢ 

Mr. Mrrenentn. T reproached him, because Mr. Boykin had told mu 
that Mr. Candle had indicated | would enjoy stay Ing at Mr. Bovkin 
place, and it was pointed out there was a boat there, and there would b 
fishing and swimming, and IT would have a very pleasant time. 

Mr. DeWinp. What did vou say about it? 

Mr. Mrrenecn. Well, I don’t think that I should use the exact lang 
uage over this microphone. LT indicated that IT was quite surprised, 
and that [thought sueh a visit would be highly improper on my part. 

Mr. DeWinp. Well, why was your feeling that such a visit would be 
entirely improper 

Mr. Mrrenece. Because T knew Mr. Boykin was interested in th 
ease, and Lo hac several previous calls from Mr. Boykin’s secretary 
asking about the status of the case; and also, Mr. Caudle had indicated 
tome Mr. Boykin was very much interested in the case. 

Mr. DeWinp. What had Mr. Caudle told you about that interest / 

Mr. Mervenena.. At that time, he had told me that these people wert 
constituents of Congressman Boykin, and I don’t remember the words 
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] got the impression, though, that they had probably contributed very 
generously to Mr. Boykin’s campaign. 

Mr. DeWinp. Did Mr. Caudle tell you that / 

Mr. Mrrenece. T couldn't be quite certain of that, or whether Mr. 
Boykin’s secretary gave me that impression, and she had told me in 
some of her calls what w ondertul frie nals these two people his id bee ‘1h 
to Mr. Boykin, and it is quite possible I got that impression from Miss 
Scarborough. 

Mr. DeWixp. Had vou ever met Mr. Boykin, yourself, prior to that 
time ¢ 

Mr. Mrrenens. No. sir, I never have met him. 

Mr. DeWinp. Was that the first conversation you ever had with him, 
in that telephone conversation vou mentioned ¢ 

Mr. Mrrenuene. Yes. sir. that is the first telephone conversation that 
Lhad with Mr. Boykin. 

Mr. Byrnes. Could T interrupt here? When vou received this call 
from Mr. Boykin, did they tell vou how they happened to know that 
vou were going down for this conference, or contemplated going down ¢ 

Mr. Mrrenueus.. IT am sure that the ‘vy told me that Mr. Caudle had 
indicated LT was going to Mobile. because it was indicated that Mr. 

Caudle had said that he thought i would enjoy staying at Mr. Boy- 
kin’s place down on Mobile Bay. 

Mr. DeWinxp. You said you went to Mr. Caudle, and you said you 
thought that the invitation would be an improper one to accept, and 
you say you criticized him at that time / 

Mr. Mirenece. Tmight say I reproached lim. 

Mr. DeWixp. Well, what did Mr. Caudle say to you ? 

Mr. Morrenene. Well. he said he bees I would have had a good 
time down there. 

Mr. DeWinp. Did he say he thought you ought to go or ought not 
to go? 

Mr. Mirenecs.. I don't think he expressed any opinion on that. He 
did say that he would like to have me talk with Mr. Boykin about the 
case, 

Mr. DeWiunp. He said he would like to have you talk with Mr. Boy 
kin about the case / 

Mr. Mrrenene. That is right. 

Mr. DeWinxp. How is that related to your being invited to go down 
there / 

Mr. Mrrenene. Well. I assume that during mV stay, that Mr. Boy- 
kin would have talked to me about the case. 

Mr. DeWinp. Then Mr. Caudle told you that Mr. Boykin had an 
interest in the case, and wanted to discuss it with vou, and he said 
he thought vou would have had a good time down there ¢ 

Mr. Mrreurns.. Yes. 

Mr. De Winn. When did this take place, aus far as vou can re- 
member / 

Mr. Mrrenene. It was sometime. as close as Tecan fix it. it Was some 
time between August 2. at which time IT had written a memorandum 
suggesting that I go to Birmingham, and August 25, when T actually 
conferred with Special Agent Cox in Washington. 

Mr. DeWinp. Well. tell me this: In relation to that conversation 
you had with Mr. Caudle, did he tell you or reveal to you that he had 
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previously discussed the matter of your being invited down there. 
with the Congressman ¢ 

Mr. Mirenen.. [ can’t remember the exact words. I certainly got 
that impression, sir. 

Mr. DeWinp. When did you first go to Birmingham on the case / 

Mr. Mrrenent. On January 30, 1949. 

Mr. DeWinpv. Prior to going down to Birmingham in January of 
1949, had you had any further conferences with Mr. Caudle about the 
case ¢ 

Mr. Mrrenecx. I frankly cannot recall. 

After I conferred with Special Agent Cox on August 25, I then 
prepared a memorandum recommending prosecution for Joseph 
Mitchell, Rebecca Mitchell, and Sam Ripps, for attempted tax evasion 
and for violation of section 3793 (b) (1) of the Internal Revenue 
Code, in connection with the filing of false partnership returns. That 
memorandum, I believe, was written on September 21, L948, 

Mr. DeWinxp. Well, when you prepared that memorandum, dic 
you recommend prosecution of the case 

Mr. Mrrenewn. 1 did, sir. 

Mr. DeWrnp. Was that memorandum sent forward to the United 
States attorney ¢ 

Mr. Mrrenen.. I couldn't say whether the memorandum was, or not. 

Mr. DeWinp. What recommendation was made to the United States 
attorney when the matter was referred to him ¢ 

Mr. Mrrenene. On September 27, 1948, a letter was written, trans- 
mitting the case to the United States attorney, in which he was asked 
to consider the case and then make a recommendation back to Mr. 
Candle. 

Mr. DeWrxp. Your recommendation for prosecution, then, was 
not made tothe United States attorney / 

Mr. Mrrenecyi. No, sir. 

Mr. DeWrnp. He was told to examine the case and form his own 
conclusion as to whether or not prosecution would be proper ¢ 

Mr. Mrreuens.. That is right, sir. 

Mr. DeWinp. Now, was the conversation that vou had with Mr. 
Caudle, that you have just related, was that before this prosecution 
memorandum went forward ¢ 

Mr. Mrrenen.. Regarding Mr. Boykin’s invitation / 

Mr. DeWtnp. Yes. 

Mr. Mrrenene. Oh, yes; that was sometime in August, I am sure. 

Mr. DeWinp. Well, now, see if you could relate to the committee, 
in as great detail as possible, just how that conversation took place, 
and everything that was said. 

Mr. Mrrenens. With regard to—you are referring now to the con- 
versation concerning Mr. Boykin’s invitation / 

Mr. DeWrnp. Yes. I gather prior to your memorandum recom- 
mending prosecution of the case, that was the one conference you had 
with Mr. Caudle, and I would like to get all of the details of that 
that you can remember. 

Mr. Mrrcenenn.. Well, to the best of my recollection, after conclud 
ing my telephone conversation with Miss Scarborough and Mr. Boy 
kin, I went to Mr. Caudle’s office, and I was rather indignant at the 
time, because Mr. Boykin had indicated that Mr. Caudle had accepted 
this invitation for me, and I frankly considered it highly improper, in 
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view of the fact that Congressman Boykin was interested in the case, 
and L told Mr. Caudle that. 

It was then—TI can’t recall his exact words, but it was then that 
he said well, he thought that I would have a good time down there, 
and he thought I would have enjoyed it. 

At the time, because of this illness to which I have previously re- 
ferred, I used that partially as an excuse for not going, and IT frankly 
can’t recall, we may have had some further conversations, but I can't 
recall the details of that now. But in any event, I didn’t want to get 
involved in anything like that again, and so I suggested that the agent 
come to Washington and go over the case with me here, which is what 
did happen. 

Mr. DeWinp. The only other thing that I recall you mentioned 
earlier was that Mr. Caudle suggested that you might discuss the case 
with Mr. Boykin. 

Mr. Mrrenets. Yes, there was; that Mr. Boykin wanted to talk 
to me about the case. 

Mr. DeWixpv. Was the suggestion that you could discuss it while 
you were visiting him?’ Was that the suggestion / 

Mr. Mirrenens. That was the impression I got: ves, sir. 

Mr. DeWrxpv. All right, then, you went to Birmingham in Janu 
ary of 1940¢ 

Mr. Mrrene cy. That was at the request of United States Attorney 
John Hill, who then had the case. 

Mr. DeWinp. What was the outcome of your conference with Mr. 
Hill? 

Mr. Mrreneun. We had a 2-day conference. I believe the first day 
was with Mr. Hill, and the second day was with the representatives of 
the Bureau of Internal Revenue, where we discussed what further 
action should be taken. 

On the first day, as L recall, Mr. Hill raised the question of the ability 
of the Government to prove that these sales receipts had not. been 
recorded on the books and reported in the returns. The question was 
raised as to the fact that Mrs. Zuckerman would be able. through her 
testimony, would be able to establish that. 

Mr. Hill said, as [T reeall, that the other side had gotten to her, and 
I believe he said that he had seen an affidavit in which she had repudi 
ated her statement made to the agents. 

lL agreed with Mr. Hill that if Mrs. Zuckerman’s testimony was out, 
it was very doubtful whether or not we had a case, 

The representatives of the Bureau of Internal Revenue concurred 
in that view. 

The question was then raised as to whether we could develop a case 
by the net-worth method, and the following day I spent conferring 
with the Bureau representatives as to how we should proceed in 
attempting to develop a case by means of increases in net worth. 

The agent pointed out that that might be impossible because of the 
tremendous number of liabilities which Mr. Mitchell had incurred, and 
his constant changing in his liability position. 

It was agreed by the agent that he would attempt to develop a case 
by that method; and in the alternative, I suggested to the agent, be 
cause of his statement that he had made in his report that at one time 
during the course of the investigation Mr. Ripps’ lawyer had come to 
see him and asked, if Ripps would tell the story, would they let him 
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out, and so I suggested to the agent, and he said he thought he could 
make disereet inquiry as to whether, as a last resort, if he could not 
develop a net-worth case, whether we might use Ripps as a witness, 
since Joe Mitchell seemed to be the most culpable of the two defendants. 
And it was agreed that I would take that matter up in Washington 
and see whether the Department would agree to such a procedure. 

Mr. DeWtnp. Prior to this conference, do you know, had United 
States Attorney Hill conferred with Mr. Caudle about the case ¢ 

Mr. Mrrenueno. | think there had been some conferences. 

Mr. DeWrxp. Do you recall that there had been a conference in 
Washington earlier? 

Mr. Mrrenece. I am puzzled by the letter of transmittal, which 
refers to a conference of September 16, 1948, in which it was agreed 
that the case would be sent to Mr. Hill for his consideration. I have 
no recollection of attending that conference, nor do I think I could 
have been advised of it until after | wrote my memorandum recom- 
mending prosecution. 

Mr. DeWinv. But the transmittal letter indicated Mr. Caudle and 
Mr. Hill had conferred in Washington on September 16 4 

Mr. Mrrenenn, That is right, sir. 

Mr. DeWinp. Are you sure that you were not invited to attend that 
conference ¢ 

Mr. Mrrenene. | have no recollection of being there, sir. 

Mr. DeWixp. Was there any other attorney working on the case 
beside yourself ¢ 

Mr. Mrrcuenn. No; T was the only one. And T suppose, 1 don’t 
know, the Section Chief may have been consulted, but frankly, 1 don’t 
know that, sir. 

Mr. DeWinpo. What was the outcome of the efforts to obtain addi- 
tional evidence that vou discussed with Mr. Hill in January of 1940 ¢ 

Mr. Mrrenecn. Mr. Hill wrote a letter on March 21. 1949, in which 
he stated that he had had a subsequent conference with Special Agent 
Cox, Mr. Ledbetter of the Penal Division, and Mr. MeNatt, who was 
attached, from the technical staff, attached to the regional counsel's 
office. 

Mr. DeWinp. Mr. Ledbetter, L-e-d-b-e-t-t-er / 

Mr. Mirenetn. Yes. 

Mr. DeWinp. He was of the special agent's staff ¢ 

Mr. Mrreurun No, Mr. Ledbetter was with the Penal Division, 
and he was one of the attorneys of the Penal Division attached to the 
regional counsel's office in Atlanta: and Mr. MeNatt was also assigned 
to the regional counsel's office, and he was of the technical staff of the 
Bureau. And Mr. Hill, in his letter, stated that they had conferred 
again, Agent Cox had reported, and said he had been unable to develop 
# net-worth ease, and that he had negative results regarding the pos- 
sibility of Sam Ripps’ testifying: and [ believe in that letter Mr. Hill 
also said that defense counsel, prior to this conference, had told him 
that Mr. Ripps would not testify, and they had also shown him a 
report. First they had discussed this report with Mr. Hill, in which 
they admitted the understatement of income of about $600,000, but 
contended that that understatement was offset by black-market pur- 
chases. And according to the letter, Mr. Hill asked to see it. and they 
said they wouldn't show it to him, and sO he said, “Well, the conference 
And they then agreed to show it to him on condi- 


might as well end 
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tion that this report would not be used in evidence against these 
t defendants. Mr. Hill then saw the report, and I believe transmitted 


it to Special Agent Cox for his examination, 

Mr. DeWrnp. Is that a usual procedure, to agree not to use evidence 
\ if it is presented to you by counsel for the defendant / 

Mr. Mirenevt. Well, as a prosecutor, frankly, I wouldn't enter into 
any such agreement. 

Mr. DeWinp. You would what / 

Mr. Mrrewece. I would not enter into any such agreement with the 
) defendant. 

Mr. DeWinp. What would the effect of such an agreement be, Mr. 
Mitchell / 

Mr. Mrrenece. Well, 1 think it might. in the event it was subse- 
quently used, T assume there might be a serious constitutional question 
raised as to whether or not this was voluntary; and if it was given 
with some promise of immunity or reward, or something, I think that 
it might be very questionable as to whether it would be legally admis- 
sible in the event of a subsequent prosecution. 

Mr. DeWinp. So that such an agreement might prevent the Govern 
ment from using important evidence in the trial of the case / 

Mr. Mrrene ot. T think that that could be quite possible: yes. 

Mr. DeWixp. What was Mr. Hill’s conclusion, then, following this 
study and Special Agent Cox’s report ¢ 

Mr. Mircueun. He concluded there wis insufficient evidence to war 
rant prosecution, and stated that the Bureau representatives concurred 
in that view. 

Mr. DeWinp. Did this memorandum come to you ‘ 

Mr. Mirenecs.. The letter came to me. 

Mr. DeWinp. The letter 

Mr. Mirenens. Yes. 

Mr. DeWinp. And what action did you take on it / 

Mr. Mrrenecs.. [first wrote and asked to see a copy of the Special 
Agent Cox’s supplemental report covering the last phases of the case ; 
ana after | review his report, I Cone urred in the \ ieWws of Mr. Hill and 
the Bureau representatives that the evidence was insuflicient to wat 
rant prosecution, 

Mr. DeWinp. So, you at that time changed your mind from you 
original recommendation for prosecution, to agreement that the 


evidence was Insufficient 4 

Mr. Mrrenene. That is right, sir. 

Mr. DeWinxp. Then what procedure was followed after that / 

Mr. Mrrenece. My memorandum was approved, and on June 2. 149, 
the case was returned to the Bureau of Internal Revenue: and it was 
ported out, the evident lary deficiencies were pointed out inthat letter, 
andit was stated that if the Bureau were able to correct those deficien- 

ies. Why. the Department of Justice would reconsider the matter. 

Mr. DeWinp. At that poimt., were vou personally satistied, Mr, 
Mitchell, that a case could not be proved ¢ 

Mr. Mrreurenn. Yes: | think that T was, sir. 

Mr. DeWinp. So the case was then returned to the Bureau of Ty 
ternal Revenue. declining prosecution unless the Bureau could in 
prove the case ana present aostronger ey idence case ¢ 

Mr. Mrrenen.. Phat is right. 

Mr. DeWinn. What was the next development In the case / 
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Mr. Mrrenenyi. I think the date was about November 30, and I 
received a call to go to Mr. Ford’s office; and Mr. Ford was then 
Deputy Attorney General. And he asked me the status of the case, 
and I told him, outlined to him briefly what had happened, and it 
was our opinion that the evidence which we had was insufficient to 
warrant prosecution, 

Mr. DeWixp. Did you tind out what the purpose of that conference 
Was / 

Mr. Mrrenens. I think that conference was prompted by a call 
from Colonel Hill. One of Drew Pearson’s representatives, a Mr. 
Anderson, had called on Hill and asked him some questions, and | 
think either Colonel Hill or Anderson had gotten in touch with Mr. 
Ford, and I think that was the first time that Mr. Ford was cognizant 
of the case being in the Department of Justice. 

Mr. DeWtxp. Mr. Ford told you that he had heard from Mr. Hill 
about the matter? 

Mr. Mrreuenz. My recollection is not too clear on that. Either 
from Mr. Hill or Mr. Anderson, of Drew Pearson, and either one of 
those two had made an inquiry about the case. 

It was either Mr. Hill had advised that Drew Pearson’s man was 
asking him about the ease, or Mr. Anderson had called Mr. Ford. 

Mr. DeWinp. Where was the case at that time / 

Mr. Mrrenen.. It was in the Bureau of Internal Revenue. 

Mr. DeWinp. It was in the Bureau of Internal Revenue ¢ 

Mr. Mrrenenn. Yes, sir. 

Mr. DeWinp. Was the case resubmitted by the Bureau / 

Mr. Mrrenern. The following day, I heard in the office that the 
case had been returned, and I asked to see the letter returning the 
case, and T was told it was in Mr. Caudle’s possession. 

And I think the following afternoon, I was finally able to get hold 
of a copy of the chief counsel's letter returning the case to the Depart 
ment of Justice. 

Mr. DeWixp. What position had the Bureau taken in resubmitting 
the case ¢ 

Mr. Mrrenria. As IT reeall the letter, it was simply a rehash of the 
evidence in the possession of the Bureau, and T think they indicated 
that they felt that there was sufficient evidence to warrant prosecution 

Mr. DeWinxp. And on that basis, you resumed your consideratio: 
of the case ¢ 

Mr. Mrrenecs. I did. And one of the first things that struck me 
in the letter was reference to an audit report, and for the first time 
“audit report.” I might say, created a spark in my mind; if there 
was an audit report, there must be books. And there was referenc 
in the letter to a supplemental report of Agent Cox dated Februar) 
17, 1949, in which they referred to the audit report of the taxpayers’ 
accountants. 

Mr. DeWinxp. Was that the supplemental report that Agent Cox 
had submitted to Mr. Hill? 

Mr. Mrrcenecse. No; it was not. 

So I immediately concluded that the books were somewhere, and 
the taxpayers’ accountants had seen them; and the thought occurred 
to me that we could subpena the taxpayers’ accountants and perhaps 
make out a case. 
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I then went over and talked to the people in the Bureau of Internal 
Revenue, and found that it was a typographical error; that the 
supplemental report referred to was a supplemental report of Feb- 
ruary 17, 1947, but the typographical error had at least created a 
spark in my mind that there was a way to make a case. 

Mr. DeWinp. Well, now, what did you do at that time, when you 
concluded that you might, after all, make a case ¢ 

Mr. Mrrenece, LT can’t remember how I did it; some way I conveyed 
that information to Mr. Ford, that I was disturbed that I had Just 
2 days previously told him I didn’t believe there was sufficient evi- 
dence to warrant prosecution, and, frankly, | can’t remember how 
I vot that word to Mr. Ford. 

I then wrote a memorandum requesting that I be authorized to go to 
Atlanta and confer with the agents, with the idea of determining the 
identity of the accountants who had made this audit. 

Mr. DeWrxp. To whom did you send that memorandum ¢ 

Mr. Mrrenene. Lsent that to Mr. Caudle. 

Mr. DeWixp. That would be in the first part of December of 1949? 

Mr. Mrrenens. Yes. LT think that [T went to Atlanta and it was 
perhaps the 5th or 6th of December—— 

Mr. DeWixp. You think you went down to Atlanta in the first week 
of December, then / 

Mr. Mirenuevs. 1 went down there—I know I returned from <At- 
lanta on December Lt. 

Mr. DeWixv. On December 14 4 

Mr. Mrrenenn. Yes. 

Mr. DeWixp. What happened at your conference in Atlanta’ You 
conferred with the special agents ¢ 

Mr. Mrrenen.. Lconferred with Special Agent Cox, Mr. Ledbetter, 
and a revenue agent by the name of Shields, and I believe there was 
a Colonel Potter of the Penal Division who sat in on the conference, 
and he had no familiarity with the case. 

That conference took place in the office of the regional counsel at 
Atlanta. 

Mr. DeWinp. What was the result of the conference ? 

Mr. Mrrenen.. It was agreed that Mr. Cox would immediately 
take steps to determine the identity of the accountants, and it was 
generally discussed; and I told them at that time that I was going 
to recommend that we institute a grand-jury proceeding with a view 
to trying to develop this evidence and make a case. 

Mr. DeWinp. After reaching that understanding, you returned to 
Washington on December 14 / 

Mr. Mrrenev.. That is right. 

Mr. DeWinv. Did you make a report on the developments in 
Atlanta ¢ 

Mr. Mrrcne... IT reported to Mr. Smith. 

Mr. DeWinp. Mr. Turner Smith ¢ 

Mr. Mirenec.. That is right. He was head of the Criminal Sec- 
tion, my superior at the time. 

Mr. DeWixp. What report did you make to him? 

Mr. Mrrenews. I recall I went in to see Mr. Smith, and Mr. Smith 
asked me what I intended to recommend, and I advised him that, 
as a result of my conference with Bureau representatives in Atlanta, 
I intended to recommend to Mr. Caudle that we impanel a grand jury 
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in Mobile for the ok won of conducting a grand-jury investigation 
of the Gulf Coast Tobacco Co. case; and Mr. Smith said that Mr. 
Caudle would not like such a recommendation, and that he always had 
the cistinet impression that Mr. Caudle did not want this case prose- 
cuted, and that he knew Mr. Caudle had been pleased when United 
States Attorney John Hill had recommended that prosecution be 
declined, 

I told Mr. Smith that obviously the final decision in this matter 
rested with Mr. Caudle, and that either he or Mr. Caudle could over- 
rule any recommendation that I made. I further stated, however, 
that, as long as the case was assigned to me, I conceived it to be my 
duty to make such recommendations as I honestly believed to be 
proper. 

Mr. DeWinp. Are you reading from some document ¢ 

Mr. Mrrceneu.. I was, sir. 

Mr. DeWinp. What is that document you were reading from ? 

Mr. Mirenen.. I considered that conversation so significant that, as 
soon as it was concluded, I dictated the conversation to my secretary, 
sir, 
Mr. DeWinp. That is, immediately after speaking with Mr. Smith ? 

Mr. Mrrenen.. That is right. 

Mr. DeWinp. You dictated the gist of the conversation to your sec- 
retary ¢ 

Mr. Mrrenecy. I did. 

Mr. DeWinp. Is that the memorandum you were just reading from / 

Mr. Mrrenecoe. That is the memorandum. 

Mr. DeWinp. That was a memorandum, then, that you dictated on 
December 14, 1949¢ 

Mr. Mivrenuenn. Yes, sir. 

Mr. DeWinxp. Might [ see a copy of that memo? [Document is 
handed to Mr. DeWind by the witness. | 

Mr. DeWinb. This is the original of the memo, and it bears your 
signature at the bottom: and this was, in fact, in your handwriting, 
this signature ¢ 

Mr. Mrretieno. That is right, sir. 

Mr. DeWinp. Is this memorandum a part of the Department of 
Justice file in the case ‘ 

Mr. Mrretrene. No, sir; that was purely for my personal reasons. 

Mr. DeWinp. You felt, in view of the nature of the conversation, 
vou should have a record in your own files of that ‘ 

Mr. Mrrenenn. That is right, sir. 

Mr. DeWinp. | wonder, Mr. Mitchell, would you be good enough 
to read this entire memorandum so that the committee will get the 


whole memorandum 4 

Mr. Mrrenene (reading) : 
Memorandum re Gulf Coast Tobacco Co. Joseph Mitchell, Rebecea Mitchell, 

Saruel J. Ripps, and A.M. Ripps, Mobile. Ala 

Upon my return from Atlanta, Ga., on December 14, 149, | had a brief diseus 
sion with Mr. Turner Smith concerning the above-mentioned case. Mr. Smith 
asked tne what L intended to recommend, and IT advised him that, as a result of 
my conference with Bureau representatives in Athinta, T intended to recommend 
to Mr. Candle that we impanel a grand jury in Mobile, Ala., for the purpose of 
conducting a grand-jury investigation of the Gulf Coast Tobaceo Co. case. 

Mr. Sm th then stated that Mr. Caudle would net like such a recommendation : 
that he had always had the distinet impression that Mr. Caudle did not want 
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this case presecuted, and that he knew that Mr, Caudle had been pleased when 
United States Attorney John Hill had recommended the prosecution be declined. 

I told Mr. Smith that obviously the final decision in this matter rested with 
Mr. Caudle, and that either he or Mr. Caudle could overrule any recommenda- 
tions that IT made. [ further stated, however, that, as long as the case was 
assigned to me, I conceived it to be my duty to make such recommendations as 
I honestly believed to be proper, 

This ended the discussion, 

It is signed “John H. Mitchell.” 

Mr. DeWixp. What was your next step in the case, after your con- 
versation with Mr. Smith on December 147 

Mr. Mrrenens.. 1 discussed this matter with Mr. Candle. 

Mr. DeWinp. With Mr. who 

Mr. Mrrenrin. With Mr. Caudle. 

Mr. DeWixp. You discussed it with him ¢ 

Mr. Mrreuene. Yes, sir; the contents of this memo. 

Mr. DeWrtxp. When wasthat? The same day or the next day, sir? 

Mr. Mrrenence. It was either the same day or the following day. 

Mr. DeWinp. What took place at that discussion; what was said 

Mr. Mircneny. To the best of my recollection, Mr. Caudle indicated 
he didn’t know what was the matter with Mr. Smith: but, of course, 
he wanted me to proceed with the ease. 

Mr. DeWinp. And then what did you do? 

Mr. Mrrenece. I then wrote a memorandum, after having a con- 
ference with Mr. Caudle, and Mr. Smith, and I believe Mr. MeInerney 
was present: that is, | outlined to them what I proposed to do, and 
then wrote a memorandum under date of December 15, 1949. in which 
I recommended that [ be authorized to impanel a grand jury in Mobile, 
Ala. and that I be authorized to take the case away from the United 
States attorney at Birmingham and proceed in Mobile, under section 
3795 (b) (1). since we had a recent decision from the Fourth Circuit 
which had held that, in that case, venue lay either where the false 
documents were prepared or where they were filed. 

Mr. DeWixp. Why did you want to get the case transferred to 
Mobile? 

Mr. Merenen.. Well, there were two reasons: T didn’t feel that 
Colonel Hill had confidence in the case; and, secondly, there had been 
a great deal of feeling the Tax Division had been very unsuccessful 
In prosecuting tax cases in Birmingham at that time. And that had 
grown out of—I believe one of the factors—at least, [ had been told— 
had resulted from the discharge of the collector of internal revenue 
just prior to that time, and there was great local indignation. 

Likewise, as a practical matter, I had estimated there would be 
something like 100 witnesses necessary to be called, and the majority 
of whom lived in Mobile, and I felt it would be less expensive to the 
Government to conduct the proceeding there. 

T also asked that Mr. Laurence Sherfy, of the Tax Division, be 
assigned to assist me in the case, and Mr. Sherfy had a background 
of accounting. And, as I said before, this was a rather complicated 
case, involving many accounting problems. 

Chairman Krxe. What was the basis, Mr. Mitchell, for the feeling 
following the removal of the collector? Have you any knowledge 
of that? 

Mr. Mrreueur. As T understand it. sir, the collector had refused to 
con ply \ ith a Presidential order regarding employme ie and | believe 
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a Presidential order was issued sometime late in 1948, or 1949, directing 
collectors to end all discrimination in the employment of personnel for 
the office. 

Chairman Kine, That had nothing to do with this case? 

Mr. Mirenetn. Oh, no, sir; it had nothing to do with the case, but it 
apparently had provoked a great deal of local feeling. 

Mr. DeWinpb. Well, did you confer with Mr. Turner Smith again 
about the case, after this prosecution recommendation was made / 

Mr. Mrrenenn. I did. I sent this memorandum through, and on 
December 21, 1949, Mr. Peyton Ford called me by phone and said that 
he had approved of my recommendations in full, and instructed me to 
proceed at once to impanel a grand jury and start with the investiga- 
tion. Lasked Mr. Ford if he had talked to Mr. Caudle, and he rather 
curtly told me he was “instructing” me: and so I didn’t argue with 
him about it. 

However, I did report to Mr. Smith what my telephone conversation 
with Mr. Ford had been, and I believe that was on the same day, 
December 21. 

Mr. DeWinp. What conversation did you have with Mr. Smith when 
you reported that Mr. Ford had directed you to go to Mobile ¢ 

Mr. Mirenents. TL have a memorandum here, and would you desire 
me, sir, to read that? 

Mr. DeWinp. What memorandum is it that you have ¢ 

Mr. Mrrenevs. That is a memorandum which I made immediately 
after my conversation with Mr. Smith on December 21, 1949. 

Mr. DeWrnp. This is a memorandum of your conversation ? 

Mr. Mrreney, That is right, sir, and this was not part of the De- 
partment of Justice file, and it was made—— 

Mr. DeWinp. That is similar to the first memorandum you have 
mentioned ¢ 

Mr. Mrrcenew.. That is right. 

Mr. DeWinpv. Would you read it, please ¢ 

Mr. Mrrene.yt. This is likewise dated December 21, 1949: 
Vemorandum re Gulf Coast Tobaceo Co... Joseph Mitchell, Rebecca Mitchell, 

Samuel J. Ripps, Mobile, Ala. 

On December 21, 1949, Mr. Turner Smith asked if TI had talked with the United 
States attorney in Mobile with regard to the calling of a crand jury for presenta- 
tion of the Gulf Coast Tobaeco Co. case. 1 advised Mr. Smith that 1 was awaiting 
the receipt of some material from the special agent in the case, since the date 
of the calling of the grand jury would depend upon the length of time that it 
would take to obtain certain documents from the War and Navy Departments, 
and the handwriting analysis from the FBI. Mr. Smith then stated that he was 
not in complete agreement With the proposed proceedings: that, if there was not 
sufficient evidence to make a case, he did not think that we should let the press 
force us into a grand-jury presentation. 

I advised Mr. Smith that, in my opinion, as the evidence now stood, there was 
probably a technical case, but I was doubtful whether conviction could be obtained 
on the present evidence, but that I believed that we could probably obtain addi- 
tional evidence which would immeasurably strengthen the case. 

Mr. Smith said he wanted to talk to Mr. Caudle about the case, since he was 


not certain yet whether Mr. Caudle wanted the case prosecuted. 

I stated that I was also anxious to discuss the matter with Mr. Caudle, but 
so far had been unable to see him. 

Mr. Smith then stated that he had reliable information that both Mr. Ford 
and Mr. Bergson were leaving the Department shortly, and that if this were 
true, there was no reason why Mr. Caudle should permit Mr. Ford to push him 
around, and that I should understand that, if I went to Mobile on this case 
and anything went wrong, it was my sole responsibility and not his nor Mr. 
Caudle’s. 
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Mr. DeWrnp. You signed that memorandum, too, at the time ¢ 

Mr. Mrreneny. I did, sir. 

Mr. DeWrnp. Where has that memorandum been since that time? 

Mr. Mirenens. In my possession, sir. 

Mr. DeWinp. That is, in your private file on the case / 

Mr. Mrrcenens. That is right. 

Mr. DeWinp. Well, I notice in this memorandum it is stated that 
you had so far been unable to see Mr.Caudle, and T think you said a 
few minutes ago that you had seen Mr. Caudle after the December 
15 memorandum ¢ 

Mr. Mireneu.. I had reference to not hav ing been able to see him 
subsequent to my conversation with Mr. Ford on the 21st. 

Mr. DeWinp. Well, did you have any conversation with Mr. Caudle 
about the talk you had with Mr. Smith? 

Mr. Mrrenenn. | discussed that again with Mr. Caudle, and in fact, 
at that time I told Mr. Caudle if that was the feeling. I would suggest 
that they assign some other attorney to handle the case: and Mr. 
Candle then assured me that he desired me to continue to handle the 
matter, 

Mr. Byrnes. I wonder if I could see that memorandum? It was 
read rather hurriedly. 

(Document handed to Mr. Byrnes.) 

Chairman Kine. Am I to understand, Mr. Mitchell, that the reason 
you had made memoranda in this instance was the unusual character 
of the case, and the unusual attitude of certain officials with respect 
to it? 

Mr. Mircnevs. That is correct, sir. I thought these conversations 
very unusual, coming from one of my superiors. 

Mr. DeWinp. Had you ever run into anything like that before 

Mr. Mrrenevy, No, sir. 

Mr. DeWinp. Did Mr. Smith indicate to you in either one of these 
two conversations, either the conversation on December 14 or the 
conversation on December 21, the reasons why Mr. Caudle might not 
want to have the case prosecuted ? 

Mr. Mircenewn. No, sir: he did not, and in fact, as I recall, on one 
or two occasions, I don’t know exactly, Mr. Smith had indicated that 
he was not familiar with the case, and I had gotten the impression 
from Mr. Smith it was a matter in which Mr. Caudle was very much 
interested. 

Chairman Kine. Excuse me, Mr. Counsel. What significance do 
you attach to the fact that Mr. Ford, the Deputy Attorney General, 
took virtual jurisdiction of this case, Mr. Mitchell? Was that a usual 
thing? 

Mr. Mrrenete, Well, 1 suppose it has some significance, sir. 

Chairman Kine. What significance did you attach at that time, if 
any ¢ 

Mr. Mirene cs. Well. I think, as a result of some subsequent con- 
versations I had with Mr. Ford, I think that I understood. And I 
didn’t know exactly, at that particular point, why Mr. Ford had 
called me in personally. 

Mr. DeWinp. Mr. Mitchell, when you talked to Mr. Caudle person- 
ally about the case and told him that you wished to take it down to a 
grand jury in Mobile, he did not instruct you not to do so ¢ 
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Mr. Mrrenecs. At notime did Mr. Caudle instruct me not to. 

Mr. DeWixp. And so, when you went to Mobile, you went down 
there with Mr. Caudle’s approval ; isthat right? 

» Mr. Mrrenene. That is right, sir, and he cautioned me many times 
to be very careful about the case, and he wanted to be advised of each 
step, and all. 

Mr. DeWinp. Well, did he indicate to you any views about the 
case / 

Mr. Mrrcnecs. No: only in that there were many charges that these 
people were the victims of prejudice, and he didn’t want innocent 
people prosecuted, 

Mr. DeWinxp. What kind of prejudice ? 

Mr. Mrrenene. T assume racial prejudice. 

Mr. DeWixp. And he indicated he thought that that might be a 
factor in the case? 

Mr. Mrreneco.. That is right. 

Mr. DeWinp. Did he indicate any further views about the case / 

Mr. Mrrenens. No. The only other thing is that he cautioned me 
on numerous occasions to be very careful, and he wanted to be kept 
informed, and “advise me on each step in the proceedings.” 

Mr. DeWixp. What about this question of racial prejudice which 
might be influencing this prosecution? Tlad you heard that from 
anywhere else / 

Mr. Mrrenene. From Congressman Boykin. 

Mr. DeWtxp. From Congressman Boykin ? 

Mr. Mrrenene. Yes, sir. 

Mr. DeWixp. What did Mr. Boykin say to you about it ? 

Mr. Mrrenenoe. He, in one of his conversations, had told me what 
fine people these were, and what good friends they were of his, and 
what good friends they had been to the party, and that, in effect, they 
were the victims of spleen and malice, and racial prejudice, and it 
would be a grave miscarriage of justice if they would be prosecuted. 

Mr. DeWinp. Mr. Caudle was indicating the same thing to you? 

Mr. Mrrenenn. Well Mr. Caudle didn’t state it as strongly as Mr. 
Boykin did, but he indicated more that those questions had been raised, 
and that he wanted to be particularly careful because of those charges. 

Mr. iy Wiunp. Ile asked you to report to him directly on the progress 
of the case / 

Mr. Mrrenuece. That is right, sir. 

Mr. DeWinp. When did you goto Mobile ? 

Mr. Mrrcnuense. LT went to Mobile just after the first of the vear, I 
would say January 2 or 3 of 1950, and T first went to Birmingham, 
where Lmet with Mr. BE. Riley Campbell, the head of the Penal Divi 
sion of the Burean of Internal Revenue, and Mr. Perey Fountain, 
who was the United States attorney in Mobile, and Mr. John Hill, 
the United States attorney in Birmingham. It was my duty or re- 
quirement to tell Mr. Till that the Department had decided to trans 
fer the case to Mobile. L broke the news to Colonel Hill, and he took 
it very gracefully. 

From there, L proceeded, after conference with Colonel THhll we 
proceeded to Mobile, and IT then began the actual work of prepar- 
ing the case for the grand jury presentation, going over the mate 
rial we wanted to present, and getting out the subpenas, and I staved 
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there until about the middle of January, and then returned to 
Washington. 

In the meantime, arrangements had been made for the calling of 
the grand jury, and the grand jury was to be impaneled, I believe, the 
2d day of February 1950. 

Mr. DeWinxp. Well, what did Mr. Hill say to you when you took up 
with him the transfer of the case to Mobile 4 

Mr. Mrrenurin. told Mr. Hill that I hoped there was no bad feeling 
about the matter, that it had just been concluded that the case should 
be taken to Mobile. And he said, “Not at all.” 

“Asa matter of fact.” he said, “you will make me the biggest man in 
Alabama.” 

Mr. DeWinxp. He said what ¢ 

Mr. Mrrenet.. He said," You will make me the biggest man in Ala- 
bama.” He said.“ You have no case.” And he said, *When vou finally 
lose the case, it will establish the fact that ] was always right. And I 
can be Governor if T want to.” 

Mr. DeWinp. Following that, vou and Mr. Fountain went to Mo- 
bile? 

Mr. Mrrenens.. And Mr. Campbell. And I forget to say Mr. Sherfy 
was along, too. 

Mr. DeWinp. And what took place in Mobile 

Mr. Miretireu.. We had general discussions concerning the witnesses 
whom we thought should be called before the grand jury. And during 
the time there we had a sort of three-way telephone conversation with 
Mr. Caudle, both Mr. Fountain and Mr. Campbell and T all expressing 
our opinions about the desirability of proceeding in the matter to 
Mr. Caudle. 

Mr. DeWinp. Did vou all agree that the ense should oO forward? 

Mr. Mrreneus.. Yes; all present agreed that the case should go for- 
ward, 

Mr. DeWinp. That was by telephone ? 

Mr. Mrrenecs.. That is right, sir. 

Mr. DeWinp. What did Mr. Caudle say about that / 

Mr. Mrrenecs.. He indicated at least to me that I should be very 
careful, and he wanted to discuss the matter with me fully. Tteld him 
that IT was returning to Washington before actually starting with the 
grand jury presentation. 

Mr. DeWinn. Well, did he ask that vou talk with Fountain and 
Campbell and see if they agreed with vou ? 

Mr. Mrrenens. Yes: and he also directly talked with Mr. Campbell 
and Mr. Fountain and assured himself they were in agreement with 
my views. 

Mr. DeWinp. Following that. did you come back to Washington ? 

Mr. Mrrenens. T came back about the middle of January. 

Mr. DeWinp. Was that before the case was presented to the erand 
jury ¢ 

Mr. Mrrenens.. That is right. 

Mr. DeWinp. What did you do in Washington concerning the case? 

Mr. Mirenen.. | reported to Mr. Caudle as soon as T returned. 

Mr. DeWrxp. You reported to him in person ? 

Mr. Mrrenens. That is right, sir. 

Mr. DeWinp. And what took place in that conversation / 
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Mr. Mrrenens. Well, I told Mr. Caudle of the rumors and gossip 
which were prevalent in Mobile at the time. 

Mr. DeWinp. What rumors and gossip? 

Mr. Mircueci. Well, it was, using a sort of slang expression—it 
apparently was street talk there at the time that this case had been 
fixed. Mr. Caudle’s name and Mr. Boykin’s name had both been 
bandied around as having fixed the case. There was also the state 
ment that these men had made a substantial contribution to the national! 
committee and some promise by Mr. Boykin that it would not be prose- 
cuted, 

Mr. DeWinp. Had you discussed those rumors with Mr. Fountain, 
the United States attorney / 

Mr. Mrreneci. Yes; Mr. Fountain was cognizant of them, and the 
agent was cognizant of them. Asa matter of fact, this contribution | 
understand there had been some comment on in the local newspapers, 
although I don’t recall seeing the article. 

Mr. DeWinp. You say you reported that to Mr. Caudle when you 
got back to Washington / 

Mr. Mrrenens. 1 did: yes. 

Mr. DeWinp. What did Mr. Caudle say about that / 

Mr. Mrrenenn. Mr. Caudle said, “If advised them not to do it, but 
Frank went ahead and took the money”—to the best of my recollec- 
tion. 

Mr. DeWinv. Would you repeat that? 

Mr. Mrrenete. Mr. Caudle said, “Ll advised them not to do it, but 
Frank went ahead and took the money.” 

Mr. DeWixp. That is what Mr. Caudle said to you upon your 
return from Mobile when you took up this question ¢ 

Mr. Mrrenecs. During my conversation with him; yes. 

Mr. DeWinxp. What else did you take up in your report on the 
case / 

Mr. Mrrenecs. I outlined to Mr. Caudle the matters which we in- 
tended to establish and the manner in which we intended to proceed, 
and I think to some extent the witnesses whom we intended to eal! 
before the grand jury. 

Mr. Kean. You just said “I advised them not to do it.” Whom did 
you believe he meant by “them”? 

Mr. Mrrenecy. | frankly don’t know, sir. 

Mr. DeWInp. Well, were the rumors you referred to all of the 
rumors you had heard concerning the case, or were there more details 
or any other aspects of those rumors ¢ 

Mr. Mireur... Well, there was one story that Mr. Caudle had 
gotten a Cadillac out of it. 

Mr. DeWinp. There was a story—what? 

Mr. Mircuec.. There was a story prevalent in Mobile at the time 
that Mr. Caudle had received a Cadillac. 

Mr. DeWinpv. Did you mention that to Mr, Caudle? 

Mr. Mirenent. I think I did; yes. 

Mr. DeWinp. What did he say about that ? 

Mr. Mircnevt. Well, he denied that, and as a matter of fact, I had 
never seen Mr. Caudle driving a Cadillac. I didn’t believe that one, 
either. 

Mr. DeWunp. Well, were there any other rumors you had heard 
in Mobile about the case ? 
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Mr. Mirenecy. Of course there were a lot of rumors about the trip 
Mr. Caudle had gone on with Mr. Boykin to Mexico just prior to that 
time, a lhion-hunting trip, I believe. 

Mr. DeWinpv. What were the details of that rumor? Was that 
rumor linked with the case ¢ 

Mr. Mrreneny. Well, | think that perhaps the gossips were seeing 
some significance in that; yes, sir. Primarily, the gossips were 
seeing a close relationship between Mr. Caudle and Mr. Bevin. 

Mr. DeWinp. Then vou completed your oral report to Mr. Caudle 
on the evidence and the manner in which you were going to present it 
to the grand jury; is that right? 

Mr. Mrrenevy. Yes. 

Mr. DeWixp. Did you go into that in detail with him? 

Mr. Mrrenene. Yes; | went over it in considerable detail with 
him. 

Mr. DeWinp. What was the next development in the case ? 

Mr. Mrrenene. The day I was leaving to return to Mobile, L re- 
ceived a call from Mr. Boykin, and Mr. Boykin offered to assist: me 
in any way possible to get the evidence and proceeded to explain or 
ask questions, Which we had raised and which we intended to explore 
before the grand jury, and it indicated that Mr. Boykin knew exactly 
what I proposed to do. 

Mr. DeWinp. Well, did you inquire from Mr. Boykin how he had 
obtained the information as to how you intended to present the case / 

Mr. Mrreuene, [ did not inquire: no, sir. 

Mr. DeWixp. But Mr. Boykin was informed in detail about that é 

Mr. Mrrenece. He appeared to be. 

Mr. DeWinpv. What was the nature of the conversation, apart 
from showing that he knew the lines that were intended to be fol- 
lowed¢ What else occurred / 

Mr. Mirenens. In effeet, he said that he could explain all these 
things IT was questioning. There was one question where I think 
the amount was $150,000 in negotiable Government bonds, and he 
offered more or less an explanation as to all of the matters I intended 
to investigate before the grand jury, and also I believe at that time 
asked if L would give counsel for the taxpayers a conference in Mobile. 
l agreed to that. 

Mr. DeWinp. He asked if you would give counsel an opportunity 
to confer in Mobile ? 

Mr. Mrrceneve. That is right. I told him it would have to be im- 
mediately upon my arrival, because we planned to start the grand 
jury presentation, I think, a couple of days after I got back. 

Mr. DeWrnp. Can you establish when this conversation occurred, 
in point of time? 

Mr. Mrrenenn. It would have been about the end of January. To 
my recollection, we started the grand jury proceedings on the 2d of 
February. Ithink,as I recall, the grand jury came in ona Wednesday, 
and I think I had gotten to Mobile Sunday evening, so it was prob- 
ably the Friday before that when I had this conversation with Mr. 
Boykin. 

Mr. DeWrnp. Do I gather what you are saying is that you thought 
there was some sort of leak of information concerning the type of 
case you were going to present? 
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Mr. Mrrenenn. It certainly appeared to me that there was: yes. 

Mr. DeWixp. What did you do about that? Anything / 

Mr. Mireur... | attempted to see Mr. Caudle, but 1 believe Mr. 
Caudle was away for the week end. Iam sure this was on a Friday 
afternoon, and to the best of my recollection, I was unable to see Mr. 
Caudle before I left for Mobile. 

Mr. DeWinvo. Well, did you do anything else about the leak of 
information ¢ 

Mr. Mircurie. When I reached Mobile, the United States attorney 
accused me of being responsible for this. He was rather heated about 
it. I did my best to convince him that I was not responsible for this 
leak. And we both felt so strongly about it that he was going up to 
Washington a few days after that to attend a United States attorneys 
conference, and L suggested to him that he discuss the matter with 
Mr. Ford when he came to Washington. 

Mr. DeWtnp. Did you ever hear whether or not he did discuss the 
matter with Mr. Ford? 

Mr. Mrreneci. He told me he did, and, oh, a day or so after he 
reached Washington he called me and said Mr. Ford had instructed 
him and told him to instruct me that no information concerning the 
case Was to be sent to Washington except on direct orders of the 
Attorney General. 

Mr. Kean. May I ask one question? How did the United States 
attorney know there had been a leak in the case ? 
Mr. Mrrenete. He had heard it in Mobile. 

Mr. Kean. Well, you knew that there had been a leak, on account 
of the conversation that you had with Mr. Boykin ? 

Mr. Mrreneca.. That is right, sir. 

Mr. Kean. But how did he know it? 

Mr. Mrreneuye. He had picked it up from talk in Mobile, 

Mr. Kean. Gossip? 

Mr. Mrreneun. Yes, sir. 

Mr. DeWrnp. Well, you say now that you received direct instruc- 
tions from Mr. Ford that no information concerning the case was 
to be transmitted to Washington except upon the direct request of 
the Attorney General. 

Mr. Mrrenene. I received that directly from Mr. Fountain. He 
called me from Washington after talking with Mr. Ford. 

Mr. DeWtnp. Were those instructions later confirmed to you by 
Mr. Ford in any way? 

Mr. Mrrenens. After the indictment was returned, I came back to 
Washington. Mr. Ford called me and talked to me about the case. 
And at that time I again brought up the question that there appeared 
to be leaks of information. And Mr. Ford then personally reiterated 
what he had told Mr. Fountain, that no information was to be sent 
except on the orders of the Attorney General. He then said, “You 
will have to tell Mr. Caudle something if he asks you about the case 
Just tell him that T have given vou those instructions.” 

Mr. DeWtnpv. He told you that he had told Mr. Fountain that no 
information was to be sent except on the orders of the Attorney 
General ¢ 

Mr. Mrrenenn. Yes, 

Mr. DeWinxp. Did you tell Mr. Caudle that ¢ 
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Mr. Mrreuene. 1 never saw Mr. Caudle after that, to convey the 
message to him. 

Mr. DeWinp. You say you never saw him? 

Mr. Mrrenenn.. No, sir. 

Mr. DeWInp. This was before the indictment had been returned, 
but after the presentation to the grand jury ¢ 

Mr. Mirrenens.. This was after the return of the indictment. 

Mr. DeWinp. After the return of the indictment. 

Mr. Mrrenuens.. Yes. 

Mr. DeWinxp. You had returned to Washington following the ob- 
taining of an indictment against both Ripps and Mitchell ¢ 

Mr. Mrrenuene. And their wives: ves. 

Mr. DeWinxp. Well, now, vou say you never saw Mr. Caudle again ? 

Mr. Mirren. No, sir. 

Mr. DeWinv. Well, did you try to see him to discuss the case with 
him ¢ 

Mr. Mrreneus. The day I returned, I went in to see Mr. Caudle and 
talked with him very brietly. As T recall, he said he had an appotnt- 
ment and left, that he wanted to see me the following day. When I 
returned to Washington there was a call from Mr. Ford to see him. 
I went up to Mr. Ford's office and discussed the matter with him, and 
at that time received those instructions. IT never saw Mr. Caudle 
again. IL tried on several occasions. Very obviously, Mr. Caudle 
did not care to see me. And I felt in fact he had refused to see me. 

Mr. DeWinp. Was that the end of vour work on the Ripps-Mitehel] 
case ¢ 

Mr. Mrrenens. Oh, no. LT continued working with Mr. Sherfy, 
and Jater Mr. Ledbetter when Mr. Sherfy was drafted by the John 
son committee. We continued preparing atrial brief. and.as a matter 
of fact, we didn’t receive notice there would be a plea of guilty until 
a week before the trial date. 

Mr. DeWinp. Did the defendants plead guilty / 

Mr. Mirvenens.. They did ultimately, ves. 

Mr. DeWinp. Without a trial / 

Mr. Mrrenene. Yes. 

Chairman King. What happened to the colonel’s eampaign for 
governor, then, Mr. Mitchell ¢ 

Mr. Mircenene. I don't believe he has ever undertaken that, sir. 

Mr. DeWinp. Well, now, if L understand what you are saying, you 
said you never saw Mr. Caudle again. 

Mr. Mirenece. That is right, sir. 

Mr. DeWinv. Well, how did vou conduct the work on the cases that 
you were working on / 

Mr. Mrrenec.. I didn’t have any more work. 

Mr. DeWinp. You didn’t have any more work. Well. what hap 
pened to the cases that you had been working on’ Or were there any 
more cases / 

Mr. Merenens. Ut had from some time in 1948—Mr. Rothwacks and 
I had been given some sort of a designation as assistant section heads. 
Our work had been primarily reviewing cases from that time on, that 
is, reviewing the work of other attorneys. Thad cleaned up, LT believe, 
by that time, all of the cases whieh had been assigned to me directly 
to handle. So my work at the time IT returned from Mobile was just 
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on a day-to-day basis. I would be sent memoranda of the attorneys in 
the section to review. 

The first day after I returned from Mobile, I received the usual 
amount of work again. I conferred with Mr. Ford. The following 
day no work came. T[ would say I sat around for several weeks and 
received no more work. I tried on several occasions to see Mr. Caudle, 
and it Was very obvious that Mr. Caudle was not going to see me. 

Mr. DeWixp. How did you try to see him? 

Mr. Mrreness.. I would go into his office and talk to his secretary. 

Mr. DeWinp. And what did the secretary say to you? 

Mr. Mrrenen.. She would always say he was busy. There finally 
came atime when I was complaining about having nothing to do, after 
several weeks of idleness, when Mr. Rothwacks said there would be a 
brief which had to be written, and would I do it. 1 said I would be 
delighted to do it, but I wanted instructions from Mr. Caudle to do it. 
He said he would talk to Mr. Caudle about it, and I should wait. Well, 
I never knew what transpired, but when Mr. Rothwacks came back 
he was very embarrassed and said he didn’t care to discuss what Mr. 
Candle had said. T said, “I gather that he refused to see me. Is that 
right?” And Mr. Rothwacks indicated that was true. 

So, shortly after that, I decided that IT would try to find out from 
Mr. Smith what had happened. 

I went to Mr. Smith’s office and found that he was away. 1 think 
this was probably a week end. Mr. Rothwacks was acting head of the 
section, so L told Mr. Rothwacks that I was about going crazy with 
no work to do, and I wanted to know if he knew of any instruction or 
any directions being given why I was being assigned no more work. 

Mr. Rothwacks appeared quite embarrassed, and he said when Mr. 
Smith left Mr. Smith had instructed him that if I asked for any 
work I was to be told that there was a memorandum directing that I 
was to be assigned no more work, and if I asked the reason why 1 was 
to be told that 1 was busy working on the Ripps-Mitchell case. 

Mr. DeWixv. When in fact vou were not working on the Ripps- 
Mitchell case at the time? 

Mr. Mrrenence. IT knew at that time there would not be a trial date 
until June or July or possibly the fall, and Thad nothing to do. 

Mr. Byrnes. There was plenty of work to be done in the office / 

Mr. Mrrenuene. Oh, ves. there was a tremendous backlog of work. 
Everybody else was terrifically busy. 

Mr. DeWrxp. What did you do about the situation ? 

Mr. Mrirenene. I went for Mr. Ford and asked if he would arrange 
a transfer for me, that I couldn't stand sitting there with nothing to do. 

Mr. DeWinpb. Did you discuss the whole matter with Mr. Ford ¢ 

Mr. Mitcnene. I did. and he directed that I make a further attempt 
to see Mr. Caudle and Mr. Smith and then report back to him. 

Mr. DeWrnp. He suggested that you try to see them again ¢ 

Mr. Mrrenens. Yes. 

Mr. DeWrnp. Well. did he indicate that he was familiar with the 
situation ¢ 

Mr. Mrrenet.. I wouldn't say that I could gather at that time that 
he knew of this particular situation. 

Mr. DeWinp. That is. you had just told him about it 4 

Mr. Mrrcnein. Yes. 
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Mr. DeWinp. And you couldn't say whether he had heard of it 
before or not ¢ 

Mr. Mitrcuety. No. 

Mr. DeWixp. Did you ask him about any memorandum, the memo- 
randum that Mr. Smith had mentioned to you ‘ 

Mr. Mrrenewn. I mentioned the fact that I had been told there was 
such a memorandum. 

Mr. DeWtinp. Let me see. You had been told there was such a memo- 
randum by Mr. Rothwacks ¢ 

Mr. Mrrenet.. By Mr. Rothwacks, ves. 

Mr. DeWixp. Who said that Mr. Smith and Mr. Caudle had in- 
structed him to tell you that ? 

Mr. Mrrenenn. Mr. Smith had told Mr. Rothwacks that Mr. Caudle 
had given those instructions. 

Mr. DeWrxp. Had you seen the memorandum at that time? 

Mr. Mrrenriu. No; the only memorandum [ saw was one written, 
| would say, in December, in which Mr. Caudle directed a memoran- 
dum to Mr. Smith that he was assigning Mr. Sherfy and me to handle 
the ease in Mobile and said we should clean up what work we had and 
Mr. Smith was to assign us no further cases until we got through. I 
don’t know whether that was the memorandum that was referred to or 
whether there was a subsequent memorandum directing that T be given 
no more work, 

Mr. DeW1np. In any event, you got no more work ¢ 

Mr. Mrrcnens. I got no more work. However, Mr. Sherfy was 
assigned to work after his return from Mobile. 

Mr. DeWrnv. That is, he was assigned to other cases while awaiting 
the trial? 

Mr. Mrrenein. Yes. 

Mr. DeWrnp. After your talk with Mr. Ford, did you see Mr. Caudle 
or Mr. Smith or both of them ¢ 

Mr. Mrrenec.. I did not see Mr. Caudle. He would not see me. I 
did talk with Mr. Smith, and we had a rather heated discussion, I 
would say. 

Mr. DeW inn. Well, what was the heated discussion / 

Mr. Mivenent. We went into the whole matter, and I discussed 
these memoranda which IT read here, and Mr. Smith said, well, he 
thought T had misunderstood what he meant by them. And there 
Was a question as to whether or not IT had confidence in Mr. Smith, 
And we didn’t reach any conclusive result, 

Mr. DeWuinp. Did Mr. Smith give you any further information 
about the directive that you were to have no more work assigned to 
vou? 

Mr. Mrrenen.. No, | don’t recall that I got any satisfaction about 
that. 

Mr. DeW inp. Then, following that, what did you do? 

Mr. Mrrenern. Under Mr. Ford's direction, | reported back to him 
ind told him what had transpired. 

Mr. DeWrtnp. At this time. did Mr. Ford indicate that he had had 

ny increased knowledge about the case bet ween your two conferences ? 

Mr. Mrrenen.. Mr. Ford told me that he had conducted an investi- 
vation of his own, that he had found there was such a memorandum, 

Mr. DeWixp. What did he say to you then ¢ 
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Mr. Merenene. We had some general discussion. At that time he 
again brought up the question of my taking an assignment in Kansas 
City. Tle had mentioned that to me the previous fall. There was a 
grand jury investigation being conducted in Kansas City, and it ap 
peared that there would be a number of tax cases which might be 
prosecuted, There was a so-called clean-up of Kansas City at the 
time. 

Mr. DeWinp. Well, were you assigned to those cases / 

Mr. Mirrenrnn. TP was assigned to those, and my agreement and 
understanding with Mr. Ford was that IT worked directly under him 
from that time on. 

Mr. DeWinxp. You reported on your work in Kansas City to Mr. 
Ford and not to Mr. Caudle? 

Mr. Mivenec.. That is correct, sir. 

Mr. DeWinxp. How long were you in Kansas City ? 

Mr. Mircuria.. LT went to Kansas City in April of 1950. and LT think 
I finished up out there about May of 1951. Oh, T was back here from 
time to time, 

Mr. DeWinp. But that was your assignment until May of 19517 

Mr. Mrretiene. Yes, and IT was making some side trips to Mobile 
getting the case ready for trial, and I was down there to take the 
pleas. 

Mr. DeWinp. When did the pleas of guilty come in in that ease / 

Mr. Mirciurene. LT believe the last week of September. The case 
was set for trial about the Ist of October, and just a week before the 
trial date they announced they were going to plead it, and we arranged 
for them to come in immediately. 

Mr. De Winn. Upon your return from Kansas City in May of 1951, 
that is when vour transfer to the Criminal Division was worked 
out ¢ 

Mr. Mrvenecn. That is right, sir. 

Mr. DeWinp. Did Mr. Ford arrange that for vou 4 

Mr. Merenenn, The last matter To had there was the matter of 
James Carroll. T conducted the last one, a rather lengthy grand-jury 
investigation, and there appeared to be considerable more investiga 
tive effort, and the grand jury had been in session for almost a Vear. 
They went on strike, and the court said it would be unreasonable to 
require them to sit through the summer, 

So it was apparent that T could do nothing more on the Carroll 
ease until the fall. And Mr. Ford said he thought it unreasonable 
to keep me waiting around on the Carroll case until that time and 
asked me what I would like to do. T mentioned the fact that my first 
love was tax eases. Mr. Ford indicated that that would be impossible, 
and Twas not in disagreement with him on that, as long as Mr. Caudle 
remained. So he mentioned several opportunities, and T selected the 
Criminal Division because of the very high regard and the high re 
spect I had for Mr. MeInerney, whom [ had known for a long time. 
And I transferred to the Criminal Division officially on June 10 of 
this vear. 

Mr. DeWixp. Mr. Mitchell, you said earlier that from the time 
that you reported the leaks of information to Mr. Ford. or rather 
Mr. Fountain first reported them to Mr. Ford, you were instructed 
not to make anv reports on the case except directly to the Attorney 
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Now, [ think vou had said earlier that Mr. Candle had asked you 
iomake complete and frequent reports to him. 

Mr. Mrrenurenus. While I was in Mobile during the course of the 
grand jury proceedings, at one point a Mr. Smith called me and 
asked me for a report on the progress we had made. And as [ reeall, 
ldidn't give him any information. IT think T probably said we were 
too busy to send ina report, and that T hadn't had an opportunity to 
really form an opinion, that we hadn't proceeded far enough. 

About a week or so after that, Mr. Ellis Slack called me and said 
that he was calling on Mr. Caudle’s instructions, that Mr. Caudle 
wanted a copy of the transeript of the grand-jury investigation up 
to that point. 

That was very easy, because we had not ordered a COpYV of the erand- 
jury testimony, and TP told Mr. Slack we had not ordered a daily tran 
script and it would probably be several months before any of the 
transcript would be available. 

Mr. Byrnes. What did he say to that ? 

Mr. Mrrenen.. TP believe T also told Mr. Slack that Mr. Ford had 
given instructions that no information was to be sent to Washington. 
And that satistied Mr. Slack. 

Mr. DeWinp. Then, Mr. Mitchell. is this the situation: You were 
assigned to duty in the Criminal Section of the Tax Division under 
Mr. Smith. 

Mr. Mrrenens.. That is right. 

Mr. DeWinxp. Mr. Caudle was Mr. Smith's superior. 

Mr. Mirenurnu.. Yes. 

Mr. DeWinp. And vou were under instructions from their superior, 
Mr. Ford, not to give them any information about the case you were 
working on / ; 

Mr. Mrrenene. That is right, sir. 

Mr. DeWinp. And that went on until vou were assigned to the 
Kansas City cases ¢ 

Mr. Mrrenece. And that same arrangement was in effect in the 
Kansas City eases. T gave no information to the Tax Division. Any 
information which LT transmitted was to Mr. Ford, 

Mr. DeWinp. It would certainly seem to be a very extraordinary 
situation, where you could not report to vour two superiors, on the 
orders of their superior. 

Mr. Merenen.. After my assignment to Kansas City, [ frankly 
didn’t consider Mr. Candle and Mr. Smith my superiors. 

Mr. DeWinp. IT was referring to the Ripps-Mitchell case. 

Mr. Mrrenene. Yes. [considered Twas working for Mr. Ford. 

Mr. DeWinxp. Those are all the questions Thad, Mr. Chairman. 

Chairman King. Mr. Mitchell, Lam relieved to have a positive feel- 
ing of the credibility of vour testimony, because if T did not have that 
feeling about vour testimony, | would be very much disturbed. [know 
that the committee will be appreciative of the information you have 
given it, and T believe likewise that vou have given testimony that. at 
least, in my own case, affords mea foundation Thad hoped T would not 
find. It is almost incredible that vou, a determined public official, 
would have to get around the impediment which T believe purposely 
Was put in your way to avoid and to obstruct the proper administration 
of justice. It is just incredible. It ts a weird story that vou support. 
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Mr. Mrrcnece. Mr. Chairman, may I say that I don’t feel that I an 
deserving of any credit, if that was the intention of the chairman. | 
am sure the vast majority of Government employees in my positio 
would have done the same thing. 

Chairman Kine. It is good of you to say that, but I give you credit. 
nevertheless, particularly for having such weird facts documented anc 
supported by memorandums which leave no question in my mind bu 
that the evidence you have given is absolutely true and correct. 

Mr. Mrrene cs. | thank you, sir. 

Mr. Byrnes. One or two little items that I would like to get clear i) 
my own mind: How long did you sit around the Department no 
doing anything after you came back to Washington from working 0) 
the Ripps-Mitchell case ¢ 

Mr. Mrrenens. I think it must have been about a month. I got 
back the first part of March. I note here that | apparently wrote sony 
memorandums on March 2, which I think was probably the first day | 
was back in Washington. I then had a conference in Mr. Ford’s offic: 
concerning the Kansas City assignment on April 12.) And during tha! 
time except for one memorandum I noted which must have been a case 
L already had in the office, on March 8, as far as I know I didn’t hay 
any work to do during that period. 

Mr. Byrnes. You did not even have routine assignments? 

Mr. Mrrenens. Thad nothing, except possibly a few letters and a few 
open cases which were still in my office. 

Mr. Byrnes. That you had had from a former time ? 

Mr. Mrrenecs. That is right, sir. 

Mr. Byrnes. If we could go back now for just a moment to your 
conversation with Mr. Hill, at the time of the advice that the Ripps 
Mitchell ease was being transferred to another district, as 1 understood 
it, vou said that Mr. Hill told you that if these defendants were acquit 
ted, that would make him a State hero and would make it possible fo. 
him to be Governor. Is that correct ¢ 

Mr. Mrrenens.. Well, L think Mr. Hill was saying that in somewhat 
of a joking manner, but the import of it was that this case had re 
ceived a great deal of local notoriety. The newspapers in Alabama. 
in Mobile and to some extent in Birmingham, had given a great dea 
of publicity. 

Mr. Byrnes. The thing is that I don’t understand how a perso: 
could be a hero by not prosecuting a case. 

Mr. Mrrenense. IT wouldn't attempt to give an explanation of that, 
sir. As 1 said, Colonel Hill was saying it, I felt, in somewhat of 
joking manner. But the import of it was that I was wrong in m 
belief that we could successfully prosecute it, that he had been righ! 
from the beginning, and that, I suppose because of the newspape: 
publicity, ultimately his judgment would be vindicated by my failur 
to successfully prosecute the case. 

Mr. Byrnes. It was not based upon the opinion that the defendant 
here were politically influential to a high degree ? 

Mr. Mircnevs. Well, [ wouldn't think so. Of course, I am not 
familiar with the political situation in Alabama. They were wealt!) 
men, particularly Mitchell, who I might say is no relation of mine 

Mr. Byrnes. | am just sort of stumped. 

Mr. Mrrcueui. Yes. I don’t believe I could give you an explana 
tion of just what prompted that statement. 
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Mr. Byrnes. You find no logical explanation for it? 

Mr. Mrrenewy. No, sir. 

Mr. Byrnes. ‘That is all, Mr. Chairman. 

Chairman Kine. [ would not want it taken that my remarks « 
moment ago, Mr. Mitchell, would preclude Mr. Caudle or any other 
witnesses from their day to explain this situation this morning. I 
just did not want to be misunderstood that conclusions had been 
reached. Iam sure you would have understood that. 

Mr. Mrrenen.. 1 certainly think that they are entitled to their 
explanations. I hope they will be given the opportunity. 

Chairman Kine. You may be excused, Mr. Mitchell. 

Mr. Smith? Mr. Turner Smith ¢ 

Come forward, please, Mr. Smith. 

You had been excused, Mr. Smith. I think I shall swear you 
again. 

Do you solemnly swear that the testimony you shall give will be 
the truth, the whole truth, and nothing but the truth, so help you, 
Giod ¢ 

Mr. Smrru. I do, sir. 

Chairman King. Bo seated. 


TESTIMONY OF TURNER L. SMITH, FORMERLY FIRST ASSISTANT 
TO THE ASSISTANT ATTORNEY GENERAL, TAX DIVISION, 
DEPARTMENT OF JUSTICE—Resumed 


Mr. DeWixp. Mr. Smith, have you been present during the testi- 
mony that Mr. Mitchell gave this morning ¢ 

Mr. Smrrit. Throughout his testimony. 

Mr. DeWinp. Have vou seen the memoranda of December 14 and 
December 21, 1949, that he referred to? 

Mr. Surru. Not in perhaps a year or longer. 

Mr. DeWinp. Not what, Mr. Smith ¢ 

Mr. Surru. Perhaps it has been at least a vear or longer since I 
have seen the file itself. Iam familiar with the summary statement 
here that I picked up. 

Mr. DeWixp. Yes, but what I was asking particularly: Have you 
ever seen the two memoranda that Mr. Mitchell prepared and kept 
in his own file of a conference with you on December 14, 1949, and : 
further conference on December 21, 19494 

Mr. Smrru. No, sir: not at any time. 

Mr. DeWino. Well, 1 will show you these two memoranda now and 
give you an opportunity to read them. 

Mr. Smrru. I had them read to me for the first time this morning. 

Mr. DeWind, I am prepared to testify about it without reading it 
in full. I believe you read it and I heard your statement. 

Mr. DeWixp. Mr. Smith, do you recall conferring with Mr. Miteh- 
ell on December 14, 19497 

Mr. Smrru. I do not recall that specific date. I recall general dis- 
cussions that I had with him on or about that time. 

Mr. DeWinxv. You do remember that at the time that he was mak- 
ing this recommendation for prosecution in the case you did have a dis- 
cussion with him about it? 

Mr. Smiru. Yes, I remember several discussions. 
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Mr. DeWinp. Does Mr. Mitchell's version of that conversatio: 
accord with your own ? 

Mr. Suivi. It absolutely does not accord. In some particulars i 
does, but in one very particular 8 ince it does not. Now, let me 
state the circumstances, Mr. DeWind. I remember them very wel! 
I don’t profess to be able to resurrect he ‘re every word that T used. | 
didn’t prepare any memorandums at the time about my a eg go 
with Mr. Mitchell, but I do have a very vivid recollection of 
eveneral circumstances, 

Sometime in late November of that particular vear, -before tly 
grand jury, and T believe that was in 1948, Mr. Caudle told ny 
that—— 

Mr. DeWinp. You said 1948? 

Mr. Smrru. Well, 1949. 

Mr. DeWtnp. 1949. 

Mr. Surrnu. That Mr. Ford had called him concerning a telephone 
conversation he had had, Mr. Ford had had. with Mr. John Hill. 
United States attorney at Birmingham, and that Mr. Hill was re 
porting that Mr. Drew Pearson had a representative in Alabama in 
vestigating the circumstances of the decision not to prosecute the 
Ripps-Mitchell case. L understood from Mr. Caudle that Mr. Hil! 
had called Mr. Ford, as he wanted to make some statement to the 
press about the investigation. Apparently Mr. Pearson's wetivity had 
lenked out down there. 

So my first recollection, as L can best reconstruct it. about the re 
opening of the Ripps-Mitchell Case after it Wis closed soTne montis 
earlier, was that Drew Pearson had started an activity about it in 
some respect, an investigation. I do not know whether Mr. Hill or 
Mr. Caudle had any conversations about it. 

Approximately within the day or so period after Thad first learned 
about that, Mr. Caudle told me that Mr. Mitchell had come to him | 
his own office and said, “I think LT can work out a new theory in the 
Ripps-Mitchell case.” I do not remember and cannot recall now the 
exact timing of that, but it was some several weeks prior to the Drew 
Pearson story, whenever it appeared. ‘There was a period of invest 
vation and in faet a conference held in there, when Mr. Drew Pears: 
came to Mr. Caudle’s office. 

Mr. Caudle told me at that time—he addressed me by my first name 
he says, “Turner, John Mitchell has unconsciously reacted now to 
this investigation, and without anything new to go on, he is bringing 
up a matter of reopening that file. It is an embarrassing thing to 
me if 1 ean’t depend upon the recommendations of members of my 
staff as they are originally made.” And he charged me at that time 
with the duty of going back and reviewing. He directed me. He 
said, “LT want you to go back and review every memorandum for new 
prosecution that Mr. Mitchell has made.” He said, “I am uneasy 
about it. If he is going to change his mind here, under these cireum- 
stances, because a columnist is getting after it, then Iam worried about 
any other recommendations that I have approved that he has mace.” 

Mr. Caudle was very exercised about it. 

Subsequently, as I reeall the timing 

Mr. DeWinp. Just a minute, Mr. Smith. I want to get this clear. 
Was this a conversation you had with Mr. Caudle after your talk, your 
first talk, with Mr. Mitchell ? 
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Mr. Smiru. No, sir: this was beforehand. This was before I liad 
my conversation with Mr. Mitchell. This was the first conversation 
I remember in regard to the Ripps-Mitchell case after the closing of 
the file back in the summertime. 

It was subsequent to that time, as I reeall the circumstances, that 
we got a letter from the Bureau of Internal Revenue about the case. 
1 do not recall now the nature of the letter, but it was a reliash, as 
Mr. Mitchell properly testified, of the previous information. 

Somewhere in that immediate period, LT had several conversations 
with Mr. Mitchell, and [ was impressed, and To am quite sure that 
Mr. Caudle felt the same way, that Mr. Mitchell had reacted un 
consciously to Drew Pearson's activity. Somewhere in this inter 
val Drew Pearson had been to Mr. Caudle’s office and we had had 
it conversation about it, and he had unconsciously reacted to Mr. 
Pearson's activity, and anything and everything that T said to Mr. 
Mitchell in regard to the handling of the case was with a view to 
seeing that it was properly handled. I could be very sure that I did 
say to him—TI do not recall my language: I did not make a mem 
orandum—that Mr, Caudle “does not want this case prosecuted unless 
we have a case.” That was the policy we had there, and it was my 
absolute impression at that particular interval during those con- 
versations with Mr. Mitehell that his interest in the matter had 
been aroused because of the Drew Pearson activity, and what | wanted 
to say to him was designed to caution him not to go down and 
secure an indietment where we did hot havea primar facie case, 

Mr. DeWinp. Now, Mr. Smith, in that conversation with Mr. 
Mitchell on December 14. when he told vou he Was gomge to recom- 
mend Prosecution, did Vou say something to the eflect, "Well. this is 
voing to be a blow to Mr. Caudle” ¢ 

Mr. Smirit. | do not recall anything of that kind, along that line, 
Mr. DeWind, but it is possible that T could have said something 
equivalent to that, because TL knew that Mr. Caudle was exercised about 
Mr. Mitchell having changed his opinion about the matter in connec- 
tion with the Drew Pearson story. Mr. Caudle said to me, “One 
columnist comes out here with a story, comes over here and reports an 
investigation, and if T have got to run my division by the newspapers, 
then I want to vet out of gg He Saves, “They have asked me to wateh 
it very carefully.” and L was completely convinced that Mr. Caudle 
was under the impression that Mr. Mitchell had reacted to this source 
of activity and not to any new matters, 

Mr. DeWinv. In that connection, were you not aware of the interest 
that the Congressman had shown in the case / 

Mr. Svrru. Yes. T had heard Mr. Caudle say that Mr. Boykin, 
Mr. Frank Boykin, had called him a number of tines about the case, 

Mr. DeWinp. Had called hin what / 

Mr. Svirru. A number of times about the case. 

Mr. DeWixp. A number of times. Did you have the impression 
that there had been constant calls about the ense / 

Mr. Suvrri. Thad the impression that there had been an unusually 
large number of calls to Mr. Candle from Mr. Boykin. 

Mr. DeWinp. Would vou describe them as “dozens of calls” 4 

Mr. Suiri. Perhaps a dozen. IT don’t recall any figure ever being 
used by Mr. Caudle. Now, Mr. DeWind. I would like to go back. 


now, for background, right at this point. 
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Mr. DeWinp. Haven't you said earlier that there was constan! 
telephoning and visits? 

Mr. Sairn. I don’t recall saying “constant.” I have a vagui 
recollection 

Mr. DeWrnp. Well, did you make this statement: “I was awar 
during that period of the constant telephoning and visits”? 

Mr. Surrn. Well, L was. Now, to what extent—whether it was 6 07 
a dozen or 20 or 30, T never heard Mr. Caudle use any figure. But My 
Caudle did say several times to me, and I think to Mr. Mitchell, tha: 
Mr. Boykin had called him many times about it. 

Mr. DeWinv. Well, is that what you had in mind when you said, 
“this will be a blow,” or the equivalent of that? ‘This will be a blow 
to Mr. Caudle”? 

Mr. Smita. What I must have had in mind in anything I said along 
that line was that Mr. Caudle was going to be very much surprised 
that right following a newspaper column story Mr. Mitchell had sud 
denly found a case that a few months before he had found wasn’ 
there. That was the impression I got from Mr. Caudle. It wasa very 
unusual situation about this Ripps-Mitehell case. 

Mr. DeWixv. What was unusual about it? 

Mr. Smith. It was unusual in that the recommendation by Mr 
Mitchell to the general effect that the case needed strengthening would 
have ordinarily gone back to the chief counsel’s office and then to the 
special agent. But in this particular case, Mr. Caudle told me that 
he wanted Mr. Mitchell to go to Birmingham himself, personally, o1 
this matter. ‘That was an indication to me that Mr. Caudle wanted 
every care and caution exercised about it. At no time did I ever have 
the slightest impression from Mr. Caudle that he didn’t want it prose 
cuted, T did have the definite impression that he didn’t want a grand 
jury action taken down there against people that might be innocen: 
and people we couldn’t sustain the case against. That was the burde 
of his opinion at all times to me about the case, and T am sure that is 
what he would testify to about it. 

Mr. DeWrxpv. Why should a recommendation from the attorney 
assigned to the case that there was a sufficient case to merit prosecutio 
be a blow to Mr. Caudle ? 

Mr. Smirn. Well, I don’t recall saying that it would be a blow to 
him. I might have said, “It is going to be a surprise to him.” And 
I answer that by saying that Mr. Caudle was telling me, and I was 
also of the impression, that Mr. Mitchell’s new interest in the case, 
unconsciously if not otherwise, resulted from the Drew Pearson stor) 

Mr. DeWinpv. Well, was it your feeling that the recommendation 0! 
prosecution might result in an unjustified prosecution ? 

Mr. Sirn. If we did not have the facts. Our firm poliey—— 

Mr. DreWinpv. Weren't you in a position to review the whol 
situation ? 

Mr. Smrrn. Well, I did. I did. And this was the conversation, a 
1 reeall it, when he brought the memorandum in. 

Mr. DeWrxp. What was your view about the case ? 

Mr. Situ. My view about the case from the outset was that Mr. 
Ripps and Mr. Mitchell were guilty. I entered such a notation on t! 
file. if I recall it. 

But I agreed with all of the attorneys that we did not have original!) 
sufficient evidence. Mr. DeWind, I would like to go back—— 
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Mr. DeWinp. I would like to find out what you meant then by being 
concerned about trying possibly innocent people, if you were person- 
ally convinced that the *y were guilty. 

Mr. Surru. That was an abstract statement. I mean indicting 
people where the Government would have to w: alk into court and say, 

“If Your Honor pleases, we can’t go to the jury.” I never have given 
the slightest thought in this wor ld to the morals of the Ripps-Mite ‘hell 
case, bee ‘ause I thought the size of the understatement there must nee- 
essarily indicate there was an intentional 

Mr. DrWInp. Now, if Mr. Mitchell came to Vou as he «did and 
said, “I think now I have a theory on which T can prove this case.” 
why would you have considered that as in any way being embarrass- 
ing ora blow to Mr. Caudle? 

Mr. Sarr. Because of the sudden ch: ange in Mr. Mitchell's posi- 
tion. Please let me tell you why, exactly. That is what I wanted to 
vo into. 

This case was handled in a very unusual way. It is unusual and 
unorthodox for an bate ney to go to the field to conduct an investiga- 
tion himself. Mr. Caudle told me that he wanted Mr. Mitchell to go 
down there and to get with the United States attorney and to bring 
in the Penal Division representatives and also the special agent and 
to make a case if they could. Now, that was what my understanding 
of the purpose of the summer visit, or the spring visit, to Birming- 
ham Was. 

Now, a very unique thing happened at that point. So far as I ean 
recall at any time in my experience with the Bureau of Internal 
Revenue, it was unique. Mr. Mitchell reported to Mr. Caudle and 
I that Mr. John Hill, the United States attorney, the special agent, 
the Penal Division attorney out at Atlanta, and himself, were in 
unanimous agreement that there was not a case that could be made 
out against the Ripps-Mitchell Co. or the individuals. That was sig- 
nificant to me, because I don’t recall any other time that a unanimous 
opinion like that has ever been reached from the field. Because the 
general policy of the Bureau of Internal Revenue is to stick by the 
Commissioner’s recommendation. So, Mr. DeWind, it was in the 
light of that firm background in the case that caused me to feel—and 
[ am satisfied it must have prompted Mr. Caudle’s remarks to me—that 
Mr. Mitchell had unconsciously reacted about the Drew Pearson story. 

Now, I want to say that I do not question Mr. Mitchell's good faith. 
I can only say that that was the impression T had at the time. After 
I went into the case, I saw that there was enough material to go to 
the grand jury and went along with it. But my conversations with 
Mr. Mitchell about the case and what Mr. Caudle said was not with 
a view to telling him not to prosecute the case, but with a view to 
cautioning him to be careful. 

Mr. DeWixp. W ell, did you have in mind at that time the interest 
in the ease that the Congressman had shown / 

Mr. Smiri. Absolutely not. At that time T didn’t know Congress- 
man Frank Boykin. 

Mr. DeWrnp. At that time you did not ? 

Mr. Suirn. If T had ever met him, at that time, I don’t recall. 

Mr. DeWixp. Do you remember saying this: 

I was aware at that time of the constant telephoning and visits I presume 
made by Congressman Frank Boykin, and I do not recall it, but I do not say it 
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Was beyond possibility or plausibility that | would have said, “Well, this is going 
to be a blow to Mr. Caudle,” or, “This is unusual,” or something of that sort, and 
I might have remarked, because | was very aware of the pressure that Mr. Caudle 
was under, But whatever I did say, it was with no thought whatever of intluen: 
ing John Mitchell about the case, because Mr. Caudle had never indicated to me 
how he felt at all about the case, and he did complain about Mr. Boykin’s calling 
him se much about it. Iwas aware of that pressure, if you wanted to call it that, 
but my impression throughout the Ripps-Mitchell case was that Mr. Mitchel! 
Wanted it prosecuted, and he was afraid it might be damaging and might result 
in an incident if it wasn’t prosecuted, and that was one of the reasons, | an 
sure, Why T must have cautioned John Mitchell not to return an indictment that 
we would have to fold upon later. Because Twas the one man out of this thing, 
and nobody was after me over it or after me or concerned about putting me under 
uny pressure. 

Then vou went on to say : 

Yes; that was quite possible, and it would only have been a facetious remark, 
knowing that Mr. Caudle had probably told Mr. Boykin that it would not be 
prosecuted, or something along that line 

Mr. Smrru. That isa fair statement of my recollection at that time, 
Mr. DeWind. 

Mr. DeWinp. Then you think you may have indicated to Mr. Mit- 
chell that Mr. Caudle would be displeased with a recommendation for 
prosecution 4 

Mr. Suirn. Yes; in the sense that one of his men had reported that 
he did not have a case and then had turned around and reported that he 
did: ves, in that sense. 

Mr. DeWinp. Is that such a serious thing? 

Mr. Smrru. Not at all, except under the circumstances in this case, 
where all parties touching the case had reached the unanimous view, 
and it was my impression, Mr. DeWind, that Mr. Mitchell had reacted 
to the Drew Pearson activity. 

Now, Mr. Drew Pearson actually came over, and we all held a joint 
conference about it, and he went into it, and it Was my sense at that 
time, whether I was wrong or right about it, that the Drew Pearso: 
iInvestigat ion had resurrected the matter in Mr. Mitchells mind. 

Mr. DeWinxp. Now, why did you have that impression? Wasn't 
the fact that the Bureau of Internal Revenue had previously returned 
the case tothe Department of Justice before any of this newspaper talk 
came up, With the recommendation again that it be prosecuted ¢ 

Mr. Svrru. Mr. DeWind, I have a very distinct recollection that 
before we heard from the Bureau of Internal Revenue, we heard o! 
the Drew Pearson investigation, and it was at that time, somewher 
in late November or early December—I cannot fix the date, becaus 
I didn’t make memoranda—that Mr. Caudle told me for the first 
time about Drew Pearson investigating it, and that he was very muc! 
concerned that Mr. Mitchell had reacted to that, and he would be em 
barrassed if Mr. Mitchell came forward with a new view and thy 
CGiovernment prosecuted and couldn't win the case. 

I also should like to add that 1 never got any notion at all fron 
Mr. Candle that he wanted to do anything other than be fair and 
particular with this case. I have some vague recollection of month 
prior to this time Mr. Caudle mentioning to me, or some of us, that 
there were rumors of a fix in the case. All of my conversatior 
throughout that time with Mr. Caudle led me to believe that he wa 
being extraordinarily careful with the case, and that is why it mus 
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have led me into saying what I did to Mr. Mitchell. Tam sure that 
he didn’t act with any bad faith about it. 

Mr. Caudle told me at one time that one of his former associates 
in Charlotte, N. C.——I don’t recall his name at the moment— had been 
offered employment in the case, and Mr. Caudle said, “LT wish that 
you wouldn't accept employment. It would be embarrassing to me.” 
‘And it was incidents like that that led me to believe that Mr. Caudle 
had every interest in doing the fair and right thing about the Ripps 
Mitchell case. 

Mr. DeWinxp. Well, now. Mr. Smith, newspaper story or no news- 
paper story, wasn’t it clearly in your mind at the time vou talked to 
Mr. Mitchell that the pressure had been exerted on Mr. Caudle not 
to prosecute this case? And LT think vou stated that vou had it in 
mind that perhaps the Congressman had been assured there would 
be no prosecution, following the earlier conclusion of Mr. Mitchel! 

Mr. Svirru. Yes: Tam sure all had been advised that the case had 
been closed. 

Mr. DeWinp. Well. in fact, the case had not been closed. has it ? 
Hadn't it been just sent back to the Bureau / 

Mr. SMITH. It had been closed in our files. We. in at Case like that. 
close it out on our docket sheet. Any file we return to the Bureau 
is always subject to being reopened and carries the plirase generally. 

Mr. DeWinp. Now, when the Bureau of Internal Revenue has re- 
viewed the matter and believes that it should be prosecuted and returns 
it with a recommendation, is that something that is viewed as 
enibarrassing / 

Mr. Smrru. Not in the least. That has happened in many cases. 

Mr. DeWinv. Then why should you indicate in any way that there 
might be the slightest displeasure or concern about reopening con- 
sideration of the case / 

Mr. Smire. Because, as T have stated before, Mr. DeWind. of Mr. 
Mitchell's firm position and the firm position of all the people that we 
didn’t have a case. And my impression about it was that Mr. Miteh- 
ell had reopened the matter in his own mind based on the Drew Pear- 
son investigation and not upon the Bureau of Internal Revenue let- 
ter. IT may be mistaken in that. 

Mr. DeWinp. Isn't it a fact that prior to that time. in November, 
the Bureau had returned the case to the Department of Justice ree 
ommending that the case should he prosecuted 4 

Mr. Smrru. LT do not recall the dates, but Lam very specific in my 
recollection that the discussions that Mr. Caudle told me about oc 
curred before, that was the first new activity about this case. 

Mr. De WuInp. Well, On November ort), the case hac been returned 
with a letter. 

Mr. Siri. Then it was prior to that time that Mr. Caudle had his 
discussions with Mr. Mitehell or talked with me about it. Pearson had 
already started in the case prior to that time, Mr. DeWind. 

Mr. Byrnes. Well, what is wrong with taking another look or re 
opening a case that has been brought to public attention by a news- 
paper’ Is there anything particularly wrong with that ¢ 

Mr. Smiru. Sir, not anything at all wrong with it, and that was not 
my thought about it. 
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Mr. Byrnes. Well, why would you get exercised about it?! Why 
would you be perturbed about Mitchell taking another look just be- 
cause a newspaper had called the case to public attention 

Mr. Smiru. My concern was simply this. Mr. Mitchell is one of 
the best criminal tax attorneys in the field. One of the first things I 
did when I was appointed head of the section there was to ask Mr. 

Caudle to appoint him assistant. It was my purpose, and I followed 
een on it, to have Mr. Mitchell and Mr. Rothwacks review the 
cases coming to him. I had every confidence in his ability as a erim- 
inal tax lawyer. 

Extreme measures had been taken to reach a decision in this case, 
and the file had been closed. And when Mr. Mitchell brought it up. 
it was my impression that he must have gotten some idea that Drew 
Pearson’s newspaper story would make it embarrassing for all of us, 
and that he ought to reopen it. And my only purpose in saying any- 
thing at all to Mr. Mitchell was to be sure that we could take the case 
straight down the road as X case and treat it as we would any other 
cause. 

Mr. Byrnes. Well, you had confidence in him. You just stated that 
he knew his tax law and that he was competent to do the work. Now, 
why should vou get all exercised over the question of what motivates 
Mr. Mitchel! to take another look at a case ¢ 

Mr. Smrru. As I stated, I felt that he had been unconsciously 
moved by this, and 1 was cautious about it. 

Mr. Byrnes. Would that make any difference, any particular dif- 
ference? If he takes another look and he decides it is no good—— 

Mr. Smiri. Well, let me make it clear. Mr. Caudle told me that 
Mr. Mitchell told him that he had worked out a new theory in the case. 
The etlect of it was not to take another look, as I understood from Mr. 
Caudle, but that he thought he could make a case about it. And Mr. 
Caudle was very exercised about it. “Here I have got a man on my 
stail now that has reported to me that he didn’t have a case. He has 
reported to me from the field that he didn’t have a case. Now he 
walks into my office and tells me without anything new developing 
in the matter that, ‘I have got a new theory.’” He said, “I am worried. 
I want you to go back and review his stuff.” 

Mr. Byrnes. You were convinced, you said, that this fellow was 
guilty in the first instance ? 

Mr. Smrru. Yes: I think the file will show. 

Mr. Byrnes. Then would it not seem that no matter when a person 
got a new theory that might lead to the suecessful prosecution of a 
defendant, you should immediately examine that new theory and try 
to put it to work? 

Mr. Smirn. We did. 

Mr. Byrnes. Why should you be worried about the new theory ? 

Mr. Smirn. I was not worried about it at all. 

Mr. Byrnes. Someone down there apparently was. 

Mr. Smiru. My only thought was that Mr. Mitchell not work out 
a theory that we would go to court with and fall flat on our faces 
about. Our long-time, long-term policy there has been to indict those 
cases that we thought we had better than a reasonable chance to win. 

Mr. Byrnes. You had a United States attorney that was poing to 
check on the potential of successful prosecution, did you not 

Mr. Suiru. Yes. 
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Mr. Byrnes. And vou were going to have a grand jury that would 
also be a further check ? 

Mr. Smirn. Yes. 

Mr. Byrnes. All you were worried about was persecuting rather 
than prosecuting some person who has been guilty of a tax fraud. 

Mr. Siri. ‘These conversations that Mr. Mitchell referred to came 
before we actually got deeply into the case. Subsequently when I 
vent over his memorandum I recognized that he did have something 
new to go on, that there was a new circumstance in the case from 
which further investigation could be made, and from that point on, 
| had no more concern about it. My original concern with Mr. Miteh- 
ell was as I have stated, because of the Drew Pearson story. 

I should like to say to all of you that in Government it has 
been my experience for the 5,6. or 7 years that [ have been in Govern- 
ment. that the slightest story that appears in a paper seems to alert 
vervbody in the executive branch, and everything begins to get out 
of focus, 

Mr. Byrnes. Apparently it is a good thing that somebody is alerted 
down there. 

Mr. Surrxn. Many times I have seen what was written about a tax 
ease, and I went back and checked the file about it. And I assumed 
that was what Mr. Mitchell was concerning himself about. 1 did 
not know where he got the new theory from. IT assumed he had got 
to worrying about it. And that was all I had to say to him along that 
line. 

Subsequently, when IT got into it, I was perfectly willing and, as 
far as T know, Mr. Caudle was perfectly willing for it to go to the 
grand jury. No one had talked to me about the case. I felt that I 
had an objective, disinterested attitude, where we could measure it 
asacase and not asa newspaper case, 

Mr. Byrnes. It seems to me you should be more worried if you are 
not prosecuting a case where you are convineed that the fellow is 
guilty. 

Mr. Smirn. We have had many cases where we entertained the 
private belief that the taxpaver was guilty, but we didn’t have 
evidence to go on. And it was closed. I always conceived it to be 
our function to proceed on the basis of evidence and not on the basis 
of what our private personal beliefs were. 

Mr. Byrnes. Then you turned down the case by reason of the fact 
that you thought there was some evidence that was necessary that vou 
thought vou could not produce? And it did not worry you that 
there was some theory here that you could make the case stand up on; 
is that right ? 

Mr. Smrrn. Yes: it worries us in every instance. And in those 
cases, we send it back for investigation or do whatever else is neces- 
-ary to see if better evidence can be gotten. 

Mr. Byrnes. But it would appear from what you have said that 
vou felt more worried when somebody came up with a new angle 
that might lead to successful prosecution. 

Mr. Surrn. No; I didn’t intend to leave that impression. 

Mr. Byrnes. I am very definitely confused over the attitude as to 
when vou should get worried down there. 
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Mr. Sarrxa. I think the cases there should be considered alway 
on the merits and not on the basis of what newspapers write about 
them. 

Mr. Byrnes. I cannot for the life of me see what difference it make 
what alerts somebody to take another look at a case that you apparently 
dismissed and laid aside. 

Mr. Smiru. Well, if new material was coming in, it wouldn't mak: 
any difference. But in these circumstances, it was my impressio) 
that Mr. Mitchell had worked out a new theory in his mind, based 
on nothing new. Later on, I came to the belief that that wasn't true. 
but that was the situation that I thought existed at that time. 

Mr. DeWinxp. Mr. Smith, did T understand vou to say vou had 
high regard for Mr. Mitchell's ability as a criminal trial lawyer ¢ 

Mr. Smiru. Yes, sir: then and now. 

Mr. DeWinp. And at that time you had such a regard for him ¢ 

Mr. Sairvn. Yes. 

Mr. lt WINp. Did vou think he had both ability and judgment 
the handling of criminal cases / 

Mr. Smiru. Yes, sir: I did. And I feel freer to put out a word of 
caution to him than I would someone more inexperienced in the field, 
because I didn’t want Mr. Mitchell to make a mistake about it. I didn’t 
want the Tax Division to have that kind of case. 

Mr. DeWinp. Tladn’t Mr. Mitehell at that time discussed his theory 
of the case, this new approach, with Mr. Caudle ? 

Mr. Smirnu. No: the first I knew of it was Mr. Caudle telling me that 
Mr. Mitchell came to him saving he had a new theory. 

Mr. DeWtnp. Hadn't Mr. Caudle tried to understand what the 
new theory was and tried to form a personal opinion about it ¢ 

Mr. Sairn. I do not know whether he did so or not. 

Mr. DeWinp. Isn't that the only wav vou can properly handle suc! 

sittlation, to listen and form a judgment about it / 

Mr. Smira. Certainly. 

Mr. DeWinxp. But apparently Mr. Caudle got very exercised befor 
he formed any judgment. 

Mr. Smirn. Yes: he told me he wanted me to go back and check a 
the files where Wwe had recommended new prosecut }oonh, that if he could 
change his mind like that. he felt he should have The look nto any other 
ases that he hac ever recommended a renewal of prosectl hon) dn, 

Mr. DeWunp. Isn’t that a peculiar reaction, given all the cireum 
stances here, to the declaration that Mr. Mitehell made that he now 
hada new theory which he thought would make the case stand up / 

Mr. Sarru. Well, T understood Mr. Caudle to be saving that Mi 
Mitchell liad heard of Drew Pearson's invest ivation, he hisvcl slept ove! 
it, and without anything new to go on, he had decided that there wa 
something that could be done about it. 

Mr. DeWinxp. That was a very simple matter. Mr. Mitehell ex 
plamed it here this morning. He snd when the ense chine back fron 
the Bureau of Internal Revenue he noted for the first time the refer 
ence to an audit report, which suggested to lim that he might be abl 
to locate the accountants who prepared the audit aecount and estal 
lish the case on a stronger basis. 

Mr. Suirn. Yes. sir. This conversation was before that time. Mr 


DeWine. that | hievcl with Mr. Caudle. 
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Mr. DeWinp. Well, what I do not understand is forming the con 
clusion that this is a matter of embarrassment and getting exercised 
about it before you hear what it is all about. 

Mr. Smirn. Well, I can only say what Mr. Caudle said to me, that 
he felt that Tought to go back and recheck Mr. Mitchell on these other 
cases. 

Mr. DeWinp. Well, now, earlier, when you talked about this thing 
and Tread an excerpt from what you said, you seemed to think that 
that might be explained on the basis of the embarrassment Mr. Caudle 
might feel at having to change his position. 

Now, if he had to change his position, with whom would it embarrass 
him ¢ 

Mr. S iru. That would bea matter he would have to answer. 

Mr. DeWixp. Bat vou thought. vou said. that having in mind the 
pressure he bad been under in the case and the possibility that he 

had alre: ads communteated the decision not to prosecute, that that 
might be embarrassing and hence would be a blow to Mr. Caudle. 

Mr. Svirn. Only in this general sense, Mr. DeWind. Tf we had 
the policy or habit over there of acting on these cases, closing them, 
and then without any further activity other than a newspaper story 
evervone decided thes were Wrong, at no tite would any of us feel 
secure In the position we had taken. 

Mr. DeWixp. But vour chent, the Bureau of Internal Revenue, 
had concluded Vou were wrong and had sent the case back with the 
recommendation that vou take another look at it. 

Now, is that a matter of embarrassment 4 

Mr. Surru. It wasn't in the least to me. sir, because after IT got 
Hhito the case later, in December, l realized there Were new bhiatters 
there. My conversations were only in connection with Drew Pearson. 
That was the first and last recollection that Thad about the case until 
I read the Burenu’s transmittal letter. 

Mr. DeWixp. According to Mr. Mitchell, vou were passing on 
to him what vou understood to be Mr. Caudle’s view and net your own 
view. Apparently vou had no view in the matter at the time. You 
didn't bnow anvthing about the case. 

Mi. Savi. TP passed on to Mr. Mitchell Mr. Caudle’s view about 
the case, and Tmight sav and Pmust say that it was likewtse my view 
at that time. if I was correct. that Mr. Mitchell had worked out a new 
proposition based airy ‘ly upon Drew Pearson's investigation. [ re- 
eall also. Mr. DeWind. that Mr. John Hill had been in and talked 
to tts about this cause. And evervone <eemed sO absolute ‘hy sure, This 
was one of the few cases where everyone involved seemed so abso- 
litely sure that there wasn’t a case there. That was certainly my 
view at the time. 

Mr. DeWinp. How was it vour view? Had vou studied the case 

Mr. Savi. TP studied it originally and also studied it after the 
Bureau sent the new letter over in December. 

Vr. DeWixp. And it turned out there was such a strong case that 
the defendants decided not even to face trial / 

Mr. Saari. Well. Mr. DeWind, the facts about that are that the 
Bureau furnished a lead in that new letter, and it was from that lead 
that the case was built up ultimately in the field, as T recall it. 

Mr. DeWinxp. By Mr. Mitchell ? 

Mr. Smrru. By Mr. Mitchell, ves; before the grand jury. 
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Mr. DeWinp. That is what Mr. Mitchell said in December, “IT no 
see a chance of building this case up.” 

Mr. Smirn. Yes. 

Mr. DeWinp. And Mr. Mitchell has testified here that at that tim 
you told him that you did not think Mr. Caudle would like this ne) 
recommendation. Did you say that? 

Mr. Smirn. I do not have any recollection whatsoever of sayin 
anything to Mr. Mitchell along that line. 

Mr. DeWunpn. Well, Mr. Mitchell has said this memorandum wa 
prepared by him immediately after your conversation, 

Mr. Smiru. I didn’t learn until months later that Mr. Mitch: 
had thought I had said anything improper to him. If I said any 
thing improper to him along that line, I am surprised that he did 1m 
approach me and reproach me then and there. I had no notio 
whatsoever. 

Mr. DeWtnpv. Didn't you say earlier, Mr. Smith: 

I do not reeall at this time making such a statement, but I do not exelud: 
the possibility that I made such a statement, because I knew that it was 
matter that Mr. Caudle was interested in. I knew it was a case he had followe: 
I would normally, before a man goes out to the field, tell him to talk to Mr 
Caudle about it. 

Mr. Smrru. That is correct. And all I was attempting to say ther 
was that I have no independent recollection of any sentence that | 
used. I have only the very clear recollection that I wanted Mr. 
Mitchell to take this case and handle it properly and proceed with it 
only if we had a sufficient amount of evidence. 

Mr. DeWenp. Didn’t Mr. Mitchell tell you that he had been anxioy 
to talk to Mr. Caudle about it and had been unable to see him ? 

Mr. Smirn. I don’t recall that. Sometime later on, perhaps—|! 
remember that later on, as it was developed by Mr. Mitchell, it gor 
into an argument. IT wanted to go into that and explain what hap 
ened, because that is where I got in the middle with Mr. Mitchell. 

Mr. DeWinp. Well, are you prepared to deny at this point tha 
vou told Mr. Mitchell Mr. Caudle would not like his new 
recommendation ? 

Mr. Suirn. I have no recollection at all of any particular word 
T used at that time. I am quite sure, Mr. DeWind, that I could no 
have used that particular language. 

Mr. DeWinp. -Are you quite sure you did not convey that meaning’ 

Mr. Smiru. If I conveyed that meaning, I did not intend to conv: 
that meaning. Because the only impression T had was to cauti: 
Mr. Mitchell to handle this as a proper, correct case. 

Mr. DeWinv. Did you tell Mr. Mitchell that Mr. Caudle had be: 
pleased when United States Attorney Hill had recommended 10 
prosecution in the case? 

Mr. Saurrn. I don’t recall Mr. Caudle ever telling me that. 

Mr. DeWrnp. Mr. Mitchell has stated here quite without reservs 
tion that he did tell you that. 

Mr. Smirn. Will you read that again ? 

Mr. DeWinv. The memorandum says: 


Ile knew that Mr. Caudle had been pleased when United States Attorney John 
Hill had recommended that prosecution be declined. 


That is what Mr. Mitchell said you told him. 
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Mr. Smrrn. That was back prior, back during the original 

Mr. DeWrnxp. That is on December 14, 1949. 

Mr. Sarirn. I have no recollection of making that statement, Mr. 
DeWind. I want to say that I didn’t realize at any time that I had 
any interest in this case any more so than any other case. I did 
know that Mr. Caudle was being called constantly about it. I did 
know that Mr. Mitchell had taken a firm view about it. And when 
he brought it back up, it was my first reaction, before I studied the 
file -— 

Mr. DeWrxp. What I am trying to get at: Are you contradicting 
and denying the testimony of Mr. Mitchell, or are you not ? 

Mr. Sarr. Only in the sense that—I had conversations with him, 
but Temphatically deny that I ever said anything to Mr. Mitchell that 
was intended—I do not recall the nature of my conversation—that was 
intended to say to him, “Don’t prosecute this case.” or that, “Mr. 
Caudle doesn’t want it prosecuted.” Just tothe contrary. 

Mr. DeWinp. But Mr. Mitchell is very specific in what he wrote 
down and what he recollects, and that is that you said that Mr. Caudle 
had been pleased with John Hill's decision to recommend no prosect- 
tion. Now,did you say that or didn’t you say that ¢ 

Mr. Suirn. I do not remember saying anything along that line. 
Mr. Caudle may have been pleased about it. I don’t know. But I 
never got such an impression from him. The only impression I ever 
got from Mr. Caudle was that he wanted the case handled carefully 
and particularly. 

Mr. DeWtnp. Well, then a week later. 

Mr. Surrnu. And that he wanted Mr. Boykin—TI will add this, too 
he wanted Mr. Boykin off his shoulders. 

Mr. Kran. Just one question on this point: You stated that vou 
knew Mr. Caudle was being called constantly on the case. By whom / 

Mr. Suivi. | only know of one man that ever called Mr. Caudle, 
and that was the Congressman. And Mr. Caudle is given somewhat 
to giving statements that “I bet T have been called a thousand times.” 
I never interpreted it to be any such number of times. But IT was 
aware that there had been conversations between Congressman Boy 
kin and Mr. Caudle, as Tam sure they will both verify when asked. 

Mr. Kran. The only person that you know of that called him on the 
inatter was the Congressman / 

Mr. Surry. That is the only person, yes. 

Mr. Kein. Thank vou. 

Mr. Byrnes. Mr. Caudle told you about those calls / 

Mr. Suirn. Yes. 

Mr. Byrnes. Did he tell you what the gist of the conversations was 
between himself and Congressman Boykin ? 

Mr. Smrru. In my best recollection, it was that Mr. Boykin was very 
zealous in behalf of these constituents, that he thought that they were 
good people and that they were good citizens down there, that they con- 
tributed something to the community. 

Mr. Byrnes. What do you mean by “contributed something to the 
community” ? 

Mr. Suiru. In the way of participating in local drives and being 
contributors. 

Mr. Byrnes. Like political campaign drives? Is that what you 
mean ¢ 
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Mr. Surru. That was never stated tome. The burden of it was, as I 
understood it from Mr. Caudle, that they were fine people, that they 
were not guilty of this, that they had a lot of enemies down there, and 
he wanted to be very careful. The over-all impression I got from what 
Mr. Caudle said about Congressman Boykin was that it was nothing 
more nor less than a Congressman who was very zealously interested 
in doing what he could to see that his constituents received fair treat 
rent. 

Mr. Byrnes. In this case, though, his calls were for the purpose of 
doing more than just getting some information about the cases, as I 
understand it, 

Mr. Smrru. Not that I know of. 

Mr. Brynes. It is your impression that all these calls were just 
to find out what the status of the cause was ¢ 

Mr. Surru. Yes. The first I heard about any information that got 
out was what Mr. Mitchell testified this morning. 

Mr. Byrnes. Well, what does the stature of these people in the 
community have to do with the status of the case ¢ 

Mr. Surru. None, sir, so far as | know. What is your question / 

Mr. Byrnes. That is what 1 am getting at. These conversations 
were for purposes other than just to determine what the status of the 
case Was. Is that not correct ¢ 

Mr. Sarre. Edont know. LTdon’t know what the purpose was. Mr. 
Caudle would have to answer that for himself. 

The over-all impression that T got was that Mr. Frank Boykin 
Was urging him to go slow with this, to be sure that these people were 
properly treated, that they were not indicted unless we had a case 
against them. IT recall at one time Mr. Caudle told me that after the 
ese Was sent out Mr. Boy kin said. “Well, 1 expected vou to clo your 
duty at all times.” 

Mr. Byrnes. Do you have a lot of trouble indicting too many people 
whoare Innocent / 

Mr. Smiru. No, sir. 

Mr. DeWinp. Did vou ever have a call on the case 

Mr. Suiru. Yes: | had one call on the case as T recall it. 

Mr. DeWinp. From whom ¢ 

Mr. Smiru. I believe I testified that T had two, but LT think | must 
be mistaken about it. I recall having one conversation. with Con 
vressman Frank Boykin. 

Mr. DeWinxp. Did Mr. Boykin call vou 4 

Mr. Svrriu. And this was after Christmas or during the Christmas 
periode after the decision had been made to send the case to the grand 
jury if the attorneys in the field thought they had sufficient evidence. 

Mr. DeWinp. This was a call that he made to you ¢ 

Mr. Surru. Yes. 

Mr. DeWinxp. Can you tell us what the call was about / 

Mr. Smirn. The gist of it, as Tecan best recall it. was that they were 
having difficulty getting a conference down there with Mr. Mitchell, 
that they had wanted to submit some defense material, And [also 
vot the pression that they had sought te submit other material to 
Mr. Mitchell and to Mr. Campbell on an off-the-record basis, and that 
it had been used against them. And the general nature of it was the 
complaint about the way it was being handled down there. 








INTERNAL REVENUE INVESTIGATION 1219 


Mr. DeWinp. This was, then. a complaint about the way Mitchell 
was handling the case / 

Mr. Surru. Yes. 

Mr. DeWinp. That is not just a call about the status of the matter, 
is it ¢ 

Mr. Sairu. 1 was asked about the calls to Mr. Caudle. That is 
all | ever got from Mr. Caudle about it. And my reply to that, as 
I recall it, was that it had already been determined to leave the 
matters up to the attorneys in the field. and that there wasn’t any- 
thing I could do about it, and there wasn’t anything that IT did do 
about it. 

Mr. DeWinv. After vour first conversation with Mr. Mitchell on 
December 14, he has testified vou had a second conversation on 
December 21, 1949. at which time Mr. Mitchell has said that vou 
told him that you had reliable information that both Mr. Ford and 
Mr. Bergson were leaving the Department shortly, that if this were 
true there was no reason why Mr. Caudle should permit Mr. Ford to 
push him around. 

Mr. Smirit. I remember that conversation, but [do not remember 
it as Mr. Mitchell wrote it down there. Mr. Caudle in the meantime, 
had continued to discuss with me the circumstances in the case. He 
was still urging me that I check over Mr. Mitchell's work. And I 
recognized that we had a rift on it, and T wanted to do what IT could 
to end the matter there. 

Let me finish, please. About that time. T don’t know how Mr. Ford 
got in the case, but he did get into the case, and whatever [ said to 
Mr. Mitchell was with a view to urging him to deal with his superior 
and not with Mr. Ford. 

Mr. DeWinp. Well, did you make the statement— 

Mr. Surru. And I do not recall it. but Ido not doubt the possibility 
at that time that T did say that Mr. Ford was planning to leave the 
Department. My purpose was to get Mr. Mitchell and Mr. Candle 
together. At that time T was wholly unaware that Thad said any 
thing to Mr. Mitchell that he considered improper. 

Mr. DeWinp. Well, the question is: Did vou tell him that Mr. 
Ford and Mr. Bergson were planning to leave the Department shortly 
and therefore Mr. Caudle did not have to be pushed around by then 

Mr. Sarriu. No. sir: TE do not recall saving that to Mr. Mitehell. 

Mr. DeWinp. Do vou deny saving it 4 

Mr. Sarr. Tsay TP have no independent recollection of any words 
Tused, Mr. DeWind, about that. 

Mr. DeWinp. Well. do vou recall telling Mr. Mitchell that if he 
went to Mobile and anything went wrong on the case, it was his re 
sponsibility ¢ 

Mr. Smiru. Yes. TP remember distinctly that part of it, saying to 
Mr. Mitchell, "Now, if vou go down and bring an indictment in this 
case and it turns out that we do not have a case and that vou brought 
this up. then it is your responsibility.” Yes, |b remember. 

Mr. DeWinp. Is that how the Criminal Section of the Tax Division 
operates, that if such a recommendation is made the attorney is told. 
“It is your responsibility if anything goes wrong ¢~ 

Mr. Srru. It is always the attorney's responsibility who goes be 
fore the grand jury to bring an indictment where we can bring out 
a prima facie case, and we look to the attorneys to do that, 
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Mr. DeWinp. Is this a usual conversation to point out to an attorney 
in the case that a superior oflicer in the Department with whom he is 
dealing is about to leave and that you want him not to deal with that 
person and that moreover if anything goes wrong in the case it is his 
responsibility? Is that how you encourage the proper handling of 
cases / 

Mr. Smrru. Mr. DeWind, IT was still under the impression that Mr. 
Mitchell—we didn’t have anything new, and he was going to see if 
there was anything new, and I was intending to charge him as best I 
could with the duty of being prepared in this case and not to bring 
an indictment unless we had a case. 

Mr. DeWinp. This was a week after the first conversation that Mr. 
Mitchell has related, and apparently longer after the first conversation 
that you recall when the matter came up. You mean to say all of this 
time no superior of Mr. Mitchell had appraised his argument and 
formed an independent conclusion on it? 

Mr. Smiru. I mean to say that the Bureau had written a letter, Mr. 
DeWind, and they had pointed to certain new things, and at that 
time the decision before the Department was whether or not to go be- 
fore the grand jury. All of the new material and the basis on which 
the prosecution ultimately rested was material, as I later learned, 
that was gathered down there, on the field investigation. There was 
nothing new at that time before the Department. 

Mr. DeWinp. Well, is it usual to dispatch one of your attorneys 
to the field to present a case to the grand jury with the stipulation 
that if anything goes wrong with this, “It is on you?” 

Mr. Smiru. No, sir, not in the setting of this particular situation. | 
would say and have said to other attorneys: “Now, you are on your 
own.” 

Mr. DeWtnp. That isn’t what you were saying to Mr. Mitchel), 
though. 

Mr. Smiru. That was the effect of what I was saying to him. That 
was what [ intended. “You develop this case. You are on your own 
now. If you have a case, develop it. If you haven't got one”——— 

Mr. DeWinp. As T understood, you subsequently told him he had 
a pretty good case. You mean this was all without your having ap 
praised the case yourself? 

Mr. Surru. You misunderstand me. In December or late Novem 
ber, the Bureau writes a memorandum. I believe Mr. Mitchell said 
this morning it Was virtually a rehash of what had been before the 
Department. That letter, in and of itself, did not provide the basis for 
the ultimate prosecution. It provided the lead on which the evidence 
was secured. We did not know—I did not know until some time late: 
on—what new information had developed. 

Mr. DeWinp. But when you sail to Mr. Mitchell that Mr. Ford 
would be leaving the Department shortly and then vou coupled that 
with the statement that this case was on his neck if anything went 
wrong with it, don’t you think that the only conclusion that could 
be drawn would be a different. one ? 

Mr. Surru. I believe Mr. Mitchell and I discussed that at great 
length with Mr. Ellis Slack. My whole thought was to get Mr. 
Mitchell and Mr. Caudle back together. I didn’t have any loss of con 
fidence in Mr. Caudle at that time. I didn’t want Mitchell off report 
ing to the Deputy Attorney General. I thought the Tax Divisio 





>= Fs Fe e- 








INTERNAL REVENUE INVESTIGATION 1221 


ought to run it, and I had confidence in Mr. Caudle, and that is why I 
said that. 

Mr. DeWrinp. As a matter of fact, Mr. Smith, didn’t you later 
undertake to tell Mr. Laurence Sherfy, who was assigned to this case, 
that he had better not get himself in the middle, either / 

Mr. Siri. I remember telling Mr. Sherfy of Mr. Caudle’s ill 
feelings toward Mr. Mitchell, and he was another member of my staff, 
and | told him of the circumstances and tried to keep him in line 
where they wouldn’t be in any more disagreements about it. 

With reference to these statements that Mr. Mitchell has made this 
morning, Mr. DeWind, it was months later, at least some time later, 
before | knew there was anything that Mr. Mitchell considered im- 
proper. Mr, Slack got us both together, and Mr. Mitchell talked out 
what he said this morning. He didn’t read from any memorandum. 
1 didn’t realize that he had prepared any memorandum. And I gave 
him what I tried to tell this committee this morning. And Mr. 
Mitchell said, “Well, I can see in view of your explanation what vou 
might have had in mind, but I think you ought to concede to me that 
| could have placed a different construction upon it.” And I agreed 
with him that he could. And I thought that he had forgotten about it. 
I didn’t know that there was any further misunderstanding about it. 

Mr. DeWinp. Mr. Chairman, I see it is now after 1 o'clock. Would 
you wish to adjourn until 2:30? 

Chairman Kine. If there is no objection, the committee will recess 
until 2:30 this afternoon, 

(Whereupon, at 1:10 p. m.. a recess was taken until 2:30 p.m, 
this same day.) 

APTERNOON SESSION 


(The subcommittee reconvened at 2:45 p. m., pursuant to recess. ) 
Chairman Kine. The subcommittee will be in order. 
Mr. Smith, will you return to the stand ¢ 


TESTIMONY OF TURNER L. SMITH, FORMER ASSISTANT CHIEF OF 
THE TAX DIVISION OF THE DEPARTMENT OF JUSTICE—Resumed 


Mr. DeWrnp. Mr. Smith, when did Mr. Caudle first talk with you 
about cutting off any assignments of work to Mr. Mitchell ¢ 

Mr. Sairu. Mr. DeWind, the best 1 can reeall the date now was 
within 2 or 3 days after Mr. Mitehell returned from Mobile, which 
L think was immediately following the grand jury indictment. He 
told me at that time that he had lost confidence in Mr. Mitchell's pro- 
fessional judgment, and apparently Mr. Mitchell had lost confidence 
in him. 

I at that time was still unmindful that T had made any remarks to 
Mr. Mitchell that he considered improper about this case. Mr. Caudle 
is not usually very firm, he is willing to talk things over; but at this 
particular direction he was very firm and adamant about it. 

I told him that I thought that that would be a mistake, and he 
reiterated that he felt that Mr. Mitchell ought to have full time on 
the Ripps-Mitchell case, and he furthermore felt that there was no 
longer any mutual contidence between the two, and he felt that was 
best. He was very specific and very direct about it, and T did not 
pursue the subject any further at that time. 
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Mr. DeWinxv. Did he say why he had lost confidence in Mr. Mit- 
chell 4 

Mr. Surru. I do not recall any exact language that he used, now, 
but L was under the Mpression tt was concerning Mr. Mitchell's 
action in the Ripps-Mitchell case. 

Mr. DeWinp. Wii was the action in the Ripps-Mitchell case that 
he was critical of 4 

Mr. Smiru. He did not say. 

Mr. DeWinp. I assume that by that time, vou had reviewed the 
line of argument that Mr. Mitchell intended to present to the grand 
jury, and also were familiar with the fact that the case had been 
presented and indictments obtained ¢ 

Mr. Suirru. Mr. DeWind, I believe at that time. and from then On, 
Mr. Caudle did not know anything about what developed before the 
grand jury, and at least [ got the impression that he was still in the 
dark as to what took place in Mobile, and as to whether or not the 
indictment returned down there was based Upon new evidence. We 
hada very short discussion at that time about it. and, of course, he 
Was very specific about what he wanted done. 

Mr. De WuUnp. Well, do you know, had Mr. ( ‘audle himself examined 
the arguments to he presented in the Ripps Mitchell] Cause, and «e- 
cided that they should not have been presented / 

Mr. Surru. Novsir: TL do not know about that. 

Mr. DeWinp. Did he say that because of the way the case had 
been handled, he had lost confidence in Mr. Mitchell 

Mir. Surru. No; IT do not reeall him using that language. That 
Wes my impression, that there had been a loss of mutual confidence 
between the two. He did not say at that time. and T did not learn 
until a long while later. that Thad been the subject of any remarks 
by Mr. Mitchell to him. If Thad known about that. Tami quite sure 
that LT would have been more msistent than IT was that that action not 
take place, 

Mr. DeWinn. Well, now, did Mr. Caudle tell you to inform Mr. 
Mitchell that he was all through with work in the Tax Division / 

Mr. Smiriu. No, sir: he did not give me any directions, other than 
not tosend any more work to Mr. Mitchell. 

Mr. DeWinxp. Well, had you asked him what Mr. Mitchell was 
to cdo? 

Mir. Smuru. I do reeall, Lam very sure, I believe Mr. Mitehell testi- 
lied this morning, and I think his recollection is correct about it. that 
I had already resumed sending him the usual amount of work for 
review at the time he returned, and so it must have been some days 
efter his return before Mr. Caudle talked to me, but I can’t place the 
late exactly, 

Mr. DeWinp. Well, did you subsequently convey to Mr. Mitchell 
this view of Mr. Caudle’s/ 

Mr. Surru. Not at that time. 

Mr. DeWixp. Now, just a moment. Do T understand vou to say 
that Mr. Mitchell was then just permitted to sit around with nothing 
to do. for several weeks ¢ 

Mr. Smrru. No.sir: Mr. Caudle said that Mr. Mitchell was to have 
full time on the Ripps-Mitchell case, and he did not want any further 
work assigned to him. 
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Mr. DeWinp. Well. in fact. did vou not know that Mr. Mitchell 
had no work to do, and that there was nothing further to be done on 
the Ripps-Mitchell case at the moment / 

Mr. Smiru. Yes, sir: Mr. DeWind. TL was mindful of the fact that 
other than keeping abreast of the developments in the Ripps Mitchell 
case, that there was no other work to be done, and that was the basis 
for my statement to Mr. Caudle that T thought that that was a mis 
take. Tam sure Mr. Candle will reeall that, 

I should like to continue at that point. if Tmay, and say that some 
weeks or several weeks later, Mr. Rothwacks came to me. and he was 
acting as assistant hiead of the section at that time. and told me that 
Mr. Mitchell was idle. and that he thought it was a mistake for that 
situation to continue, and he didn’t know what the circumstances 
were, and he thought that we ought to talk to Mr. Caudle about it. 

I then told Mr. Rothwacks what my instructions had been, and 
Mr. Rothwacks and myself both talked with Mr. Caudle about it. He 
was adamant, still, at that time, that he did not want any work sent 
to him. 

Subsequently. TP recall that Mr. Rothwacks acted for me. and I 
had already conveyed, or conveyed again at that time, to Mr. Roth 
wacks, Mr. Caudle’s instructions about Mr. Mitchell. 

Mr. DeWinp. Did you ever ask Mr. Caudle if he would not sit 
down and discuss the matter with Mr. Mitehell/ 

Mr. Smirn. I think that that was the general subject of Mr. Roth- 
wacks”’ conversation and mine with Mr. Caudle: but as T said. he 
obviously felt very deeply about it, and TP didn’t get the impression 
he wanted to continue any long discussions about it. He said that 
“that isthe way I want it” and that isthe wavy it was. 

Mr. DeWixp. You got the impression that Mr Caudle was very 
touchy about this subject / 

Mr. SMITH. Well, | rot the pression he felt vers dleeply about 
some situation as between himself and Mr. Mitehell. 

Mr. DeWinp. But he never specified to vou, that is what vou are 
saving, What the situation was 4 


-_* 


Mr. SMITH. None, other than to sav that he had lost confidence 


mn his professional jucdoment, ana | think that he continued to request 
me to vo back and reexamine all of Mr. Mitehell’s recommendations 


for new prosecution, Ana | assured hydra on every one of those ocen 
-ions that Tdida't think that that was at all necessary, and [believed 
Nir. Mitchell cnlled his cuses hike he siiW them. 

Mr. Byrnes. Do you know whether any report was made by Mr. 
Caudle to itn of his superiors of the eXistence of a man in his offi 4 
with whom he couldn't work any more, and therefore requesting a 
transfer of that individual 4 

Mr. SMITE. No. sir: | do not know of my OW knowledge. | do 
recall that “One weeks or perhaps il month later, ] Was in Mr. Ford's 
office. and from what Mr. Ford said to me. E wathered that Mr. Caudle 
and Mr. Ford had had a conversation about the fact that Mr. Mitehell 
Was not getting any more work. and Mr. Ford asked me what I 
thought about assigning Mr. Mitchell to the Nansas City eases, which 
involved it number of individuals oui there. And I told Mr. Ford 
that T thoneht it would be a wood idea. and LT did think it was a 
eood idea, because | thoueht it Wasa miistsrke for Mr. Mit hell to be 
there without anv work 
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Mr. Byrnes. Do you have any men in the office now to whom no 
work is assigned ¢ 

Mr. Smiriut. None whatsoever. 

Mr. Byrnes. Have you ever had any other case where you have 
Ce pt aman on for an indefinite period with no work being assigned to 
iim ¢ 

Mr. Sairu. That is the only instance in my experience in the 
Department. 

Mr. Byrnes. You have no information that any official request was 
made to the Attorney General for a transfer of Mr. Mitchell out of 
the Tax Division ¢ 

Mr. Sara. 1 knew nothing at all along that line. Mr. Mitchell 
went to Kansas City, and his assignment there consumed quite a 
number of months: and the next—I didn’t see him at all during a 
period of months thereafter—and the next news I had was that Mr. 
Mitchell had been assigned to the Criminal Division. I do net know 
who assigned him or how those arr aungements were worked out. I 
assume they were between Mr. Caudle and Mr. Ford, although on 
Mr. Ford’s own volition. 

Mr. DeWinp. After the Ripps-Mitchell case was presented to the 
grand jury and indictments obtained, and then pleas of guilty ob- 
tained without trial, did Mr. Caudle revise his estimate of the judg 
ment Mr. Mitchell had shown ? 

Mr. Surrn. If so, we never had any conversation along that line, 
Mr. DeWind. It was some time a long while later that the pleas were 
entered. My recollection is that Mr. Caudle was cut off from the 
Ripps-Mitchell case and did not know what material and evidence had 
been developed in Alabama. 

Mr. DeWixp. Well, he must have learned, surely, that the case had 
been presented and pleas of guilty entered. 

Mr. Smrrnu. Oh, ves. I think it was many months later before plea- 
were actually entered, and IT don’t recall. 

Mr. DeWinp. So far as you know, that did not change the attitude 
of embarrassment that he thought he had experienced in the case ¢ 

Mr. Saurru. So far as I know, it did not. 

Mr. DeWtxp. Then does it come down to the fact that Mr. Caudle 
had expected the case would not be prosecuted, and the matter had 
been reversed, and that that somehow embarrassed him ? 

Mr. Sarva. Mr. DeWind, Mr. Caudle would have to answer that 
for himself. 

Mr. DeWinp. Of course. I am only asking you about what you 
learned from your conversations with him. 

Mr. Sarrn. I must say, and I would have to continue to say, that 
I never realized or got any impression that Mr. Caudle was trying to 
throw this case. I did get a very definite impression that he wanted 
the case handled straight down the middle: and [ am very sure that 
Mr. Caudle conceived a very strong opinion in his own mind, and to 
whi: : extent I can’t be sure that I reflected that, because he told the 
story many, many times in my presence that he felt that Mr. Mitchell 
reversed himself because of the attitude of a newspaperman. 

Mr. DeWinp. But that attitude or that notion about Mr. Mitchell's 
reasoning didn’t stand up, and didn’t it turn out that Mr. Mitchell 
had a very good reason for changing his position, namely, there had 
been brought to his attention the possibility of developing from this 
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audit report, and from contact with the accountants, a much stronger 
case, and in fact that turned out to be the fact ? 

Mr. Smirn. Yes. So far as I am concerned, Mr. DeWind. after 
the grand jury indicted in the case and the people entered a plea, 
there wasn’t any question but what there was a case there. I never 
entertained any bitterness at all toward Mr. Mitchell about it, and 
I was wholly unaware that he entertained any toward me, until about 
the time or following the time that I was instriicted to cut off his 
work, and then I heard that he was—— _ 

Mr. DeWinp. Did you ever present it to Mr. Caudle, that the reason 
for Mr. Mitchell's change of position had nothing to do with the 
newspaper story, but simply that he had his attention brought to this 
audit report and the possibility of developing a case, and that he 
had simply reversed his position on the basis that new evidence could 
he developed ¢ 

Mr. SMITH. Mr. DeWind, Mr. Caudle hever put it on that basis. 
He constantly reiterated he felt Mr. Mitchell had lost confidence in 
him, and I had the impression it had something to do with Mr. Ford’s 
intervention in the Ripps-Mitchell case, 

Mr. DeWinn. Well, can you adduce any basis in reason why Mr. 
Caudle should have lost confidence in Mr. Mitchell ? 

Mr. Smirn. Well, at the outset, as I stated this morning. Mr. Caudle 
was very strongly of the opinion and very vigorously told me that 
he thought that Mr. Mitchell had reversed himself because he was 
afraid of Mr. Pearson’s investigation of the matter: and from that 
point on, that seemed to become less in focus than was the intervention 
by Mr. Ford, and the discussions between Mr. Mitchell and Mr. Ford, 
and a general loss of confidence between the two. I did not realize 
at that time that I was also the beneficiary of that loss of confidence. 

Mr. DeWinp. I have no further questions, Mr. Chairman. 

Chairman Kine. You may be excused. 

(Witness excused.) 

Mr. DeWinp. Mr. Chairman, would you be good enough to ask 
Mr. Smith to remain available, should it be necessary to recall him? 

Chairman Kine. That will be done. 

Mr. Caudle, will you come forward, please ? 


TESTIMONY OF THERON LAMAR CAUDLE, FORMERLY ASSISTANT 
ATTORNEY GENERAL IN CHARGE OF THE TAX DIVISION OF THE 
DEPARTMENT OF JUSTICE, ACCOMPANIED BY HIS COUNSEL, 
BERNARD J. GALLAGHER, WASHINGTON, D. C.—Resumed 


Mr. DeWrnp. Mr. Caudle, did you hear all of the testimony given 
here today concerning the Ripps-Mitchell case 

Mr. Caupte. Yes, sir. 

Mr. Chairman, I wonder if the gentlemen couldn’t take pictures— 
they are right in my way here, but I would like 





Chairman Kine. I must ask them to do their job as quickly as they 
can. 

Mr. Cavupte. They disturb my concentration, trying to follow the 
thing. 

Chairman Kine. No one can deny that Mr. Caudle has been a fit 
subject here for long enough, and I think that you have a right, Mr. 
Caudle, to be a little out of patience. 
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Mr. Caupie. Thank you, sir. 

They want two more minutes. That is all right with me, Mr. Chair- 
man. 

Mr. DeWinp. Do you recall. Mr. Caudle, when the Ripps-Mitchel! 
case was first referred to the Department of Justice / 

Mr. Caupie. [do not reeall, Mr. DeWind, when it was first referred, 
but I do know that [ had heard of the case, really before it came over 
to the Department.” 

Mr. DeWinp. How had you heard of the case ¢ 

Mr. Cavour. IT had heard of the case because of the rumors that had 
been attached to it. 

Mr. DeWinp. Well, where had you heard rumors / 

Mr. Caupte. Just heard them, and IT couldn't trace a one of them. 

Mr. DeWinp. In Washington / 

Mr. Caupir. Yes, sir. 

Mr. DeWinp. People had talked to vou about the case ¢ 

Mr. Caupie. Well, sir, they were saying that it was a pretty big 
tax case was coming over from Mobile, and a large understatement of 
income, around seven-hundred-thousand-and-some-odd dollars and 
that a lot of people had been talking about it, about it being investi- 
vated. and so forth, and T was looking for the case when it came over. 
That is my best recollection, and it has been a good while ago. 

Mr. DeWinxp. Well, can you recall any of the persons who discussed 
the case with you before it came over ¢ 

Mr. Cavour. No.sir: Lean’'t reeall. 

Mr. DeWinp. As soon as the case was referred to the Department of 
Justice, did vou undertake to familiarize yourself with it 4 

Mr. Cavcoie. When I knew that the case came over, L knew that 
the CUS, I believed, hac been assigned to Mr. Mitchell. 

Mr. DeWtnp. Well, this was a case that you were particularly 
watching for, you said ? 

Mr. Caupnre. Yes. sir. lb was watching the case. But at the moment it 
became our responsibility, beeause it had been referred to the Tax 
Division, of course T was concerned in the thing: no more so than 
any other case which came over to us, but my eve was on that case. 

Mr. Ii WIND. Well, lid vou personally wssign if to Mr. Mitchell / 

Mr. CAUDLE. No, sir: the section chief clidl. 

Mr. DeWinp. Was the only rumor that vou had heard about it, the 
rumor that the case was coming / 

Mr. Cacpnie. It was a big tax case. it was a bie fraud case. 

Mr. DeWrnp. Was it particularly larger than cases that you usually 
handle / 

Mr. Cavupie. Well. sir, it was rather bevond ordinary. [t was seven 
hundred-thousand-some-odd dollars alleged understatement of income. 

Mr. DeWinp. Is that a particularly unusual case 

Mr. Cavupie. It is a pretty large case, Mr. DeWind. There are 
some others that are larger, but that is a pretty large case. 

Mr. DeWinxp. Well, L gather vou have hed some sort of special 
attitude about this case before it arrived. 

Mr. Catoie. Well. sir, PE don’t know about any special attitude; no 
more so than TP did any other case. But T knew that the case was 
there, and T knew it had been assigned to Mr. Mitehell, and IT knew 
that he and T had a good many conferences about the case and we 
talked to ench other several times about it. 
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Mr. DeWinp. After it was assigned to him, you said that you had 
several conferences with him / 

Mr. Caupnie. Yes, sir. 

Mr. DeWinp. What were those conferences about / 

Mr. Cavpte. Well, now, Mr. DeWind, it is pretty hard for me to 
remember, and T don’t have the file, even, to refresh my recollection. 
I remember at the time, like Mr. Mitchell testified this morning, that 
the caseload in the Tax Division, the Criminal Section, was very 
heavy. but [do know as the case moved along on its way, just like you 
would on one of these factory belts. that the case had gradually come 
toa head. 

Mr. DeWinxp. Well, did you have any confidence that Mr. Mitehell 
was capable of handling these difficult cases / 

Mr. Caupie. Yes, sir. 

Mr. DreWINp. So vou thought the cause Was in ood hands when 
Mr. Mitchell had it ¢ 

Mr. Cavupier. I didn’t have TTT doubt about him in my mind, sir. 

Mr. DeWinp. When did Congressinan Do kin first talk to vou about 
the case / 

Mr. Cavupie. 1 really dont remember, Mr. DeWind, when the Con- 
gressmian first called me. 

Mr. DeWinp. Was it after the case had been referred to the Tax 
Division / 

Mr. CAUDLE. Ob, Ves. li had been there some time, if I remember, 
but how long, | just don't know, ana there ds ho Way in the world 
I can say. 

Mr. ay WINpb. Your recollection would be, though. that the first Con 
versatlon occur dl Sole months after the Ciise hive been referred ¢ 

Mr. Cavpue. T could not say whether it was some months or just 
when it was, Mr. DeWind. 

Mr. DeWinp. Well, do vou recall the nature of the first conversation 
that vou had with him about it ¢ 

Mr. Cavour. No, sir, I don't. Whether Mr. Bovkin was the first 
one who called me, or whether Miss Bertha Scarborough, lis secretary, 
called me. and which one was the first. | don’t remember. 

Mr. ly WIuINp. Once the first call had been made, dial il number of 
calls follow immediately ¢ 

Mr. Cavupie. No, siry not immediately, but there were a good many 
other calls, though, sir. before the case ever went out. 

Mr. DeWinp. What sort of record did vou make of those calls / 

Mr. Cavupte. IT made none. 

Mr. ly WINp. You made no record at all? 

Mr. CAaupLe. No, sir. I didn't have time to make any. 

Mr. DeWixp. You didn’t have the time / 

Mr. Cauptr. No, sir. not in his office there. Mr. DeWind, 1 didn’t 
trv to make any records at all, and T very seldom made any in any 
cases called to ni attention. 

Mr. DeWinp. Can vou rec all what the general nature of the con 
versations vou had with the Congressman was ¢ 

Mr. Caupne. Well, he called a good many times, and he wanted to 
know what we were gong to do with the case: and he said that the 
people down in Mobile. and particularly the two wives of these two 
nieli, Mors. Mitchell ana Mrs. Kippes. were on Hyinia. ania They were press- 
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ing him continuously. And I believe onee or twice he asked me to for 
give him for calling as often as he did do, because of the faet—— 

Mr. DeWinp. What was the purpose of the calls / 

Mr. Cavpte. The purposes of the calls was to find out what we 
were going to do, and whether we were going to prosecute the case 
or not. 

Mr. DeWixp. What did vou tell him? 

Mr. Caupie. That is the best I can recollect, because it is so hard 
for me to remember a conversation with Mr. Boykin, and a lot of 
times he would call and he never would refer to the case at all. 

Mr. DeWinp. What other matters would he call about ¢ 

Mr. Caupie. Things in general, and carry on. And if you know 
Congressman Boykin as Chairman King knows him, and as Mr. Kean 
knows him, and as Mr. Byrnes knows him, you know how he carries on 
almost all of the time: and everything is made for love, he says. 

Mr. DeWixp. How many calls would you estimate were made / 

Mr. Cavpie. Mr. DeWind, I will tell vou as a fact, I talked with 
Mr. Boykin so many times, I don’t know. But there were a lot of 
them. 

Mr. DeWinp. Each time the call was made, was the subject the 
same, “What are vou going to do?” 

Mr. Caupier. No, sir. Sometimes he would call and it would not 
even be about this, and sometimes he wouldn't call in a week or 10 
days about this case. 

Mr. DeWinp. Well, then, when he did call about the case, what 
were the conversations / 

Mr. Cavpte. He would ask us if we had made up our mind what we 
were going to do, and I told him I was trying my best to make out a 
case against these people, because I thought they were guilty. 

Mr. DeWinp. What did he say to that ? 

Mr. Caupier. T don’t remember he had any comment to make to it 
at all, sir. 

Mr. DeWixp. What information did you give him about the case? 

Mr. Cavpie. I gave Mr. Boykin no information at all, except that 
if I had the strength and we had the facts, that I was going to try to 
send those men to prison, because I believed they were guilty. 

Mr. DeWrtnp. Well, now, did you tell him that you had assigned 
the case to Mr. Mitchell, for example ? 

Mr. Cavupie. I do not remember whether IT told him or not, T just 
can't recall. Perhaps in some of the conversations I told him that 
it had been assigned to Mr. Mitchell, and I just don’t remember. 
Perhaps I did. 

Mr. DeWinxp. When Mr. Mitchell first planned to go down to 
Birmingham to confer with United States Attorney Hill, do you 
recall telling Mr. Boykin that he was going to make that trip? 

Mr. Cavote. I don’t know whether or not T did, or whether or not 
Mr. Boykin asked me, but I do want to tell you about the cireum- 
stances that led to going down to Birmingham, because T think it is 
very important, particularly for me. 

Mr. DeWinp. That is what I am coming to. Do you remember 
when the matter of Mr. Hill’s going to Birmingham came up? 

Mr. Cavpte. You mean when Mr. Mitchell went ? 

Mr. DeWrnp. Yes. 

Mr. Cavpte. I certainly do. 








INTERNAL REVENUE INVESTIGATION 1229 


Mr. DeWinp. You took that up with Mr. Mitchell, did you? 

Mr. Cavupte. Mr. Mitchell and I had many conferences about the 
ease, and I cannot remember the conferences, but I do know that the 
gentleman reflected grave doubts about the facts being sufficient to 
prosecute Ripps and Mitchell. And then I knew of the rumors that 
were coming up from the distriet about this case. 

Mr. DeWrxp. What rumors were those ? 

Mr. Cavupie. The rumors were that we were not going to prosecute 
the case, and some “fix” might be on the case, or something like that 

Mr. DeWrtNp. Who conveyed those rumors to you ? 

Mr. Cavpie. I don’t know, sir, but I heard them. 

Mr. DeWrnp. Can’t you recall from whom / 

Mr. Caupte. No, sir, I couldn’t to save my life, not at that time 
but IT ean later on tell you who told me. 

Mr. DeWrxp. Well, did Mr. Hill report to you about them ¢ 

Mr. Caupie. No, sir, I don't believe Mr. Hill did, but I do want 
to tell yon, Mr. DeWind, how this case got down to Birmingham, if 
vou will just let me. 

Mr. DeWinp. I want to develop all of the information. Did Mr. 
Mitchell first suggest to you that he should go to Birmingham / 

Mr. Cavpir. No, sir. 

Mr. DeWinp. Did you suggest it to him ? 

Mr. Caupte. Yes, sir. 

Mr. DeWinp. You called him in and said, “If think vou should go 
to Birmingham ¢” 

Mr. Cavupte. I called Mr. Mitchell in, and probably called in Mr. 
Turner Smith, who was the section chief at that time, I believe, and 
told them that this case had to get out of my office and be sent down 
to the United States attorney for him to study it with anybody who 
had anything to do with it, to strengthen the case if they could, be- 
cause Mr. Mitchell had told me—I wish vou could get that thing out 
of the way, now, 

Chairman Krxce. We will have to have a recess from the photog- 
raphers. 

Mr. Caupte. Every time I put my hand to my nose, they snap the 
picture. 

Mr. Mitchell had told me, Mr. DeWind, if I remember, several times 
that this was a complicated tax case, and that it was going to be very 
difficult to make a case out of it. And IT remember this was, I think, 
sometime in 1948 when I got rumors that these men might try to make 
some contribution to the Democratic Committee. Mr. Joe Blythe was 
the treasurer then, Mr. Chairman, and I knew that the Democratic 
Committee was hard up and did not have anything, if you will remem- 
ber. And I called up Mr. Blythe and told him under no circumstances 
accept a contribution from these taxpayers, because of the rumors 
I had heard about this case; under no circumstances. 

Mr. Joe Blythe is dead now, and he is not here to confirm those things, 
but I did, and I know that [ told Mr. Smith that I had called him. 
That is how I felt about the case, Mr. DeWind. And I told Mr. 
Mitchell that I wanted this case gotten out of the Tax Division and 
sent down to the United States attorney’s office for a conference with 
everyone who had anything to do with it, to try to strengthen the 


ease, 
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Mr. Kean. On that matter, they did accept the contribution ¢ 

Mr. Caupte. I do not know, Mr. Kean. 

Mr. Kean. I thought that Mr. Mitchell testified that you had said 
to him that you had urged them not to accept it, but that they, on 
Frank’s insistence, had done so, 

Mr. Caupie. 1 don't ever recall telling Mr. Mitchell that, because 
Ido not know fora fact that they did, and | have no recollection that 
they did, except IT know [ warned the treasurer of the Democratic 
National Committee not to do so. 

Mr. Kean. Who told you that they were about to make one / 

Mr. Caupie. Nothing but rumors. 

Mr. Kray. Rumors ¢ 

Mr. Caupie. Yes: and rumors were enough for me. 

Mr. Kean. You do not know how much they intended to give / 

Mr. Caupir. I have no idea, sir, and T just don't recollect any- 
thing about it, and I wouldn't let anyone talk to me about it. T was 
trying to make a case, and a weak case here, it seemed to me, according 
to the best advices that Mr. Mitchell gave to me about the case. 

Mr. DeWinp. Now, the file in the case, Mr. Caudle. reveals that 
under date of July 23, 1948. Mr. Mitchell sent you a memorandum 
in which he recommended consultation with the revenue agents and 
the United States attorney before any final decision was reached, 
and in which he said he was convinced of the guilt of the defendants 
but had some doubts about the sufficiency of the evidence: and he 
suggested that he be permitted to confer with the United States 
attorney. Do you recall that ¢ 

Mr. Caupie. [ recall his testimony this morning, sir, but, Mr. De- 
Wind. [T haven't had a chance to review that file, and I haven't seen 
that file in a long, long time. sir. and in fact. it has been months 
since | have seen that file. 

Mr. DeWinp. Well, there is a notation on the file made by you, 
which reads in part: “T see no objection to this suggestion.” 

Mr. Cavoie. If Mr. Mitchell recommended it to me, sitting right 
here now L could certainly see ho objection to it. and T think he testi- 
fied he went down to Atlanta and saw these people. 

Mr. DeWinn. Well, then. vour recollection now would be that Mr. 
Mitchell suggested he be authorized to go down to Birmingham 4 

Mr. Cavupie. Well. from what he said this morning—I don't recol- 
lect what is in the file—but if the gentleman said that, [ certain 
aecept it as being the truth. 

Mr. DeWinp. Well, the file seems to support that conclusion, 

Mr. Cavpie. Yes. Then there would seem to be no question about 
it, then. 

Mr. DeWixp. At that time, did Congressman Boykin diseuss with 
you inviting Mr. Mitchell and Mrs. Mitchell to visit with them while 
he was down on the ease? 

Mr. Cavpie. At that time he was going to Birmingham, and he 
wouldn't go to Mobile. and he would be going to Birmingham, and 
I don't want to leave Birmingham now, because a lot transpired at 
Birmingham. But since vou have asked me that question, I do not 
ever recall asking Mr. Mitchell to Visit Congressman Boykin, and 
I may have told him that Congressman Boykin was very much in- 
terested in these people and he expressed that he doubted they were 
cuilty, ana that miavbe the Congressman wanted to have a conference 
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with him in his office down there in the district attorney's office: and 
if he did. I hoped that the fellow would be gracious to him and give 
him a conference. 

Mr. DeWixp. Do vou remember discussions between vou and the 
Congressman about Mr. and Mrs. Mitchell visiting down in Mobile 

Mr. Cacpie. You mean discussing it with the Congressman / 

Mr. DeWinp. Yes. 

Mr. Cacpier. | do not remember, Mr. DeWind, but IT did tell vou 
areat the tailend of the story, and [know Congressman Boykin asked 
me. finally what we were going to do, and T said, "We are going to send 
this thing to a grand jury in Mobile.” but, vou see-— may lL vo back 
to Birmingham now / 

Mr. DeWinp. Just a minute. My recollection of Mr. Mitchells 
testimony this morning was that he was going to go to both Mobile 
and Birmingham. 

Mr. Catone. That was the second visit: that was the second trip, 
and that is not the first trip. 

Mr. DeWinp. This was a trip that. in fact. he did not make. and 
he was ready to go down and abandoned it, he testified here. because 
of an illness in his family. And he said he relied on this, in part. asa 
reason, 

Mr. Cauprur. T remember Mr. Mitchell told me at the time LT wanted 
him to go down to Birmingham that his wife had not been well on 
some member of his family had not been well, and he would like to 
delay the matter until she was able to go. 

Mr. DeWinxp. Prior to that time, had Mr. Boykin discussed with 
you having the Mitchells stay with them ¢ 

Mr. Catcpir. No, sir: TE do not ever recall anv time Mr. Boykin 
ever stated to me that he wanted Mr. Mitchell to stay with him, be 
cause that would have been the most foolish thing. the most foolish 
thing for anyone to have done. for him to extend the invitation and 
for Mr. Mitchell to accept it. 

Mr. i WIHUINb. Well, how, lo vou recall Mr. Mitchell coming to Vou 
and, in his words this morning, “reproaching™” vou for having dis 
cussed that matter with the Congressman 4 

Mr. Cavpie. Well, 1 do not remember Mr. Mitchell ever reproach 
ing me about anything, and T know that [told Mr. Mitchell several 
times that Congressman Bovkin had called me Hianyv times about this 
ease, and TPT think Mr. Mitchell told me that he had called him about 
the case several times. himself. 

Mr. DeWixp. Mr. Mitchell testified this morning that that was 
the first time he had ever spoken to the Congressman, and the subject 
came up of inviting Mr. and Mrs. Mitchell to stay down there. 

Mr. Cavupie. Now, maybe the Congressman invited him, and I 
don't know. Mr. Boykin would have to explain that himself, sir. 
But I know that Mr. Boykin never did suggest to me that Mr. Mitchell 
stay with him, and [certainly would not have suggested that a De 
partment of Justice attorney about to try a case or go in to a grand 
jury with a case, that the Congressman had been soevery much in 
terested in, that he stay with him. 

Mr. DeWinp. Do you remember Mr. Mitchell coming to you and 
discussing the matter with you about an invitation 4 

Mr. Caupie. No, sir: T don't, Mr. DeWind.  T just don’t remember. 
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Mr. DeWinv. Well, Mr. Mitchell recalled it very vividly, and said 
that he had been very disturbed about the matter, and the word he 
used was that he had “reproached” you for— 

Mr. Caupie. That is what he said, and I can’t ever recall Mr. Mit- 
chell reproaching me ever about anything. We were very friendly at 
that time, and I had no ill feeling toward the gentleman at all. 

Mr. DeWixv. Don't you recall telling Mr. Mitchell at that time that 
he might have a very good time if he went down and stayed with the 
Bovkins ¢ 

Mr. Caupie. No, sir; 1 sure do not. 

Mr. DeWinv. Do you think that you did? 

Mr. Cavpie. I don't think that I did. 

Mr. DeWinp. Are you sure you didn’t? 

Mr. Caupte. Well, I will tell you one thing: I don’t think how on 
earth—I know this: I probably told Mr. Mitchell that Mr. Boykin 
was a charming person, and everybody agrees to that, I think, in this 
room here, and Mr. Boykin wanted perhaps to have a conference with 
him in the district attorney's office: and if he did, I thought that he 
should be gracious and extend the conference to him. 

Now, that is about the substance I would have told him had I 
told him anything. I may have told him, for his wife going down 
there, that Mobile Bay was a delightful place, and T never had seen 
the place but I had heard it was. But these other things, sir, I just 
don’t remember, and I think Mr. Mitchell is confused about the thing, 
about what he told me, because I just don’t remember these conversa- 
tions with him, sir. 

Mr. DeWinp. Are you denying what Mr. Mitchell testified to here / 

Mr. Caupie. I tell you one thing, I will say to you, I don’t believe 


I said anything like Mr. Mitchell said that I did. 

Mr. DeWinp. Well, do you deny that you ever said any such 
thing ¢ 

Mr. Caupie. That is my answer. 

Mr. DeWinp. The question 1 was asking you was: Do you flatly) 


deny 
Mr. Cacoie. Mr. DeWind, T can't recollect it, to save my life, and 


IT can't recollect it. You see, Mr, Mitchell has had an opportunity to 
review that file. and I haven't had a chance to even see the file. 

Mr. DeWixp. Do you suppose in the file there is a reference to this 
6 85 Visit / 

Mr. Caupier. I don’t know, sir. 

Mr. Di inp. I don't believe that there is. 

Mr. Caupie. What kind of visit? 

Mr. DeWinp. This proposed visit that Mr. Boykin discussed with 
Mr. Mitchell. 

Mr. Cavupze. I don’t think so, sir. I know Mr. Boykin is a pretty 
cordial fellow, and maybe he gave the key of the city to Mr. Mitchell, 
and I don’t know. 

Mr. DeWinp. If Mr. Mitchell came to you and said that he was 
very disturbed about an invitation he had received, and he under- 
stood that you had discussed it with Mr. Boykin, surely you would 
remember it, would you not? 

Mr. Caupte. I don’t remember it, Mr. DeWind, but I will tell you 
one thing: Had Mr. Mitchell brought that to my attention, I would 
have told him to stay away from Mr. Boykin’s home or any member 





INTERNAL REVENUE INVESTIGATION 1233 


of the family, for fear that this case, which we knew was weak, at 
least had been represented so to me, that it would be another hazard 
in the matter. 

Mr. DeWinxp. Well, Mr. Mitchell's testimony is that he did diseuss 
it with you, and that you told him no such thing. 

Mr. Caupie. Well, now, I just don’t remember it, Mr, DeW ind, 
that is all Lean say, sir. I just don’t remember it, and I don’t reeall 


it. 

Mr. DeWinv. Well, if vou feel so sure that had he discussed the 
question with you, you would have told him Hlatly that he couldn't 
do it, aren't you prepared, then, to deny flatly that conversation—— 

Mr. Caupie. | am answering the question the best way I can, and 
I just don't recollect it at all, 1 just don’t recollect it at all. T know 
that IT would not want Mr. Mitchell to go down and to be embarrassed, 
or for Congressman Boykin to be embarrassed, and | would be con- 
scious of those things, and that would be foremost on mv mind, to 
not let any suspicion attach to any gentleman who went out from the 
Department of Justice to try a case and assist the United States 
attorney. 

Mr. DeWinp. You believe if that invitation had been extended and 
accepted, it would have produced an embarrassing situation for the 
Department ¢ 

Mr. Cavpie. T have no doubt in the world about it, none whatever. 

Mr. DeWinp. In view of your very strong feeling about the matter, 
and in view of Mr. Mitchells explicit testimony that the Congress- 
man had learned of his trip to Alabama, and that he then called Mr. 
Mitchell and asked him to stay there, and Mr. Mitchell then said very 
— ‘itly he went to you and indicated that he was greatly disturbed 
by this—in view of all of that testimony, aren't you- 

Mr. Cavpie. I can state right now, I just don’t recall it, Mr. De- 
Wind, and I don’t recollect it a bit, not one bit. 

Mr. DeWinp. Is what you are saving—this is what I am trying to 
vet at—is what you are trying to say that you explicitly deny 

Mr. Caupir. I have answered your question the best way in the 
world I can, and when I don’t recall these things, I don't recall the 
conversation with Mr. Mitchell about Mr. Boykin, being his guest— 

Mr. DeWrnp. You said a little more than that. You said that 
under the cireumstances, vou would not have suggested he stay there, 
and, in fact, you would have forbidden him to stay there; and now, 
can't vyou— 

Mr. Caupie. IT am saying to vou today, sitting here today, that 
had I known of such a thing, I would have warned Mr. Mitchell that 
he would be wrong to stay in the Congressman’s house, and I cer- 
tainly would. But I can’t recall that conversation, to save my life. 

Mr. DeWinxp. You cannot recall that Mr. Mitchell ever told you 
about an invitation to stay down there / 

Mr. Cavupie. No, sir: I certainly cannot. And now, can we go 
back to Birmingham / 

Mr. Byrnes. Before you do that, would you deny that Mr. Boykin 
ever contacted you and told you about inviting Mr. Mitchell to stay 
in one of his places ¢ : 

Mr. Cavpie. Congressman, I don’t know. Now, if Mr. Boykin told 
Mr. Mitchell that, T just don’t know, sir. 
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Mr. Byrnes. Do you deny that he ever told you, Mr. Boykin ever 
told you?! 

Mr. Cavorr. [T don't reeall ever Mr. Boykin telling me that, sir, 
and | just don't recall it. 

Mr. Byrnes. When was the first time that you ever heard about 
this invitation / 

Mr. Cavour. T just don’t know about the invitation. This morn- 
ing. it seemed to me, was the first time, Mr. Byrnes, the best [ can 
recollect it, and T know that Congressman Boykin called me so many 
times, and I don’t know how to count them, but he called many times, 
and TL just don’t know, sir. It is hard for me, and T cant answer 
a question when [ just don’t know, sir. 

Mr. Byrnes. IT recall the testimony this morning in which Mr. 
Mitchell said that some words were exchanged between vou and he 
when this invitation was discussed, which were words that he did not 
think should go into our record. 

Mr. Cavpir. Well, sir, [sure don't recall that. Mr. Byrnes. 

Mr. Byrnes. You do not recall the conversation of that kind ? 

Mr. Cyxcpie. Not one bit in the world about it. 

Mr. Byrnes. Apparently he remembers it quite vividly. 

Mr. Caupte. Maybe the gentleman does, but T certainly don’t 
remember, and | know this—— 

Mr. Byrnes. You cannot remember one thing with regard to it? 

Mr. Caupie. TL can’t remember to save my life, and T ean’t do it, 
Mr. Byrnes; | eant do it. Mr. Mitchell may be in error. Just be- 
cause he recalled it \ iviclly ana has some kind of memorandum in his 
personal file, maybe he had something to refer to, but T don’t recall; 
and | know Congressman Boykin called many times over there, sir, 
many times, 

Mr. Byrnes. While he was calling vou—we might just as well go 
into that—what was he asking vou todo’ What was the purpose of 
his talk ¢ 

Mr. CAUDLE. As I Wils telling Mr. DeWind. one eall would be a 
repetition of another, and he wanted to know whether we were going 
to prosecute, what was the status of the case, and so forth and so on, 
and L couldn't remember. You know the Congressman, how he talks 
all of the time himself, and how in the world can you keep up with 
it? And the way vou smile. Tam sure vou understand what T mean. 

Mr. Byrnes. Well. my understanding is that he furnished vou with 
considerable information about these defendants, is that true / 

Mr. Cacpie. Who did? 

Mr. Byrnes. Mr. Bovkin. 

Mr. Cavpie. I do not believe that Mr. Boykin ever did understand 
what the Government contended that his people did wrong, and I 
don't believe he ever did. The man is not a lawyer, No. 1, and he 
would call up. and T remember one time he called up when Mrs. Mitch 
ell and Mrs. Ripps were in his office, and he was talking on the phone, 
and T remember Twas busy about something. The telephone rang, 
and they said he was on the line, and I came on. And T heard these 
women Wailing and erying, and just wailing and erving. And he said, 
“Lamar, are you going to prosecute these people?” T said, “IT want 
to tell you something right now: Lam going to try my best to.” And 
he said. “The women are driving me crazy.” 
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Mr. Byrnes. What else did Mr. Boykin say when you told him 
that you were going to see that they went to jail? 

Mr. CavpL_e. W ell, sir, he never did discourage me, because I told 
him—and he called so many times—I told him, and I said, “I want 
you to thoroughly understand this: This is a serious case, and I believe 
these two men are guilty, and I am going to do my level best to make 
a case and prosecute them.” And I told him that, and I told him that 
several times. 

Mr. Byrnes. Did he try to influence you, however, that these peo- 
ple were innocent victims ¢ 

Mr. Caupie. No, sir: he did not. He told me several times, and I 
can't recall when, that he believed these people were innocent: and I 
told him 1 didn’t think that they were innocent, and T thought they 
were guilty, and the question was of finding the proof to prove they 
were guilt¥. . 

Mr. Byrnes. In other words, you thought that they were guilty 
almost from the first report that vou received on the matter? 

Mr. Cavupie. Yes, sir. [never had any doubt about the men being 
guilty, and the doubt was the proof to prove that they were guilty. 
That was the problem that we had, sir. 

Mr. Byrnes. Were vou not told that these people were pillars in 
the community and mi: aking a lot of contributions to the community ¢ 

Mr. Cavupie. No, sir. I have some vague recollection, and I can’t 
be accurate : «airy these things because T am just trying to rely on my 
memory the best way I ean—I think Mr. Bovkin told me that Mrs. 
Ripps and Mrs, Mitchell were two very fine women, and that they 
were engaged in civic activities around the « ‘community of Mobile, and 
that they were meaner as being very fine women. And I told him 
I was sorry about that, but that we were going to pursue this case 
as hard as we could, and prosecute them if we could get the facts to 
do so. 

Mr. Byrnes. Somebody told you that they were pretty good con 

tributors or potentially wood contributors to the Democratic National 
Committee. Who told you that ? 

Mr. Cavupie. 1 got that rumor somewhere along the line around 
1948, Mr. Byrnes, like I said awhile ago, and L honestly just don’t 
know about that, sir, and IT just don’t know. 

Mr. Byrnes. You wouldn't say that you received that information 
from Mr. Boykin ¢ 

Mr. Caupie. I don't think so, sir, and [just don’t recall that, 

Chairman King. Proceed, Mr. Counsel. 

Mr. DeWinb. Mr. Caudle, did you make any record of the telephone 
call that you say you made to discourage the collection of any 
contribution / 

Mr. Cavupie. No, sir: 1 did not, Mr. DeWind. 

Mr. DeWinxp. You say you never made any record of any of the 
calls that Mr. Boykin made to you / 

Mr. Caupie. No, sir. 

Mr. DeWinp. Did Mr. Boykin ever come to see you in your office 
about the matter / 

Mr. Caupie. I do not belheve he ever did come to see my office about 
this matter, but he has dropped by when he was in the building, and 
would come by and speak to me and speak to everybody in the office. 
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Mr. DeWinp. You are sure you never conferred with him about 
the Ripps-Mitchell case ? 

Mr. Cavupte. I don’t believe he ever came to my office for a con 
ference on the Ripps-Mitchell case, and the gentleman may have, but 
I don't recall it, ever. 

Mr. DeWixp. Now, you said you wanted to go back to Birmingham. 

Mr. Caupnr. Yes, sir. 

Mr. DeWinp. Let us go back to Birmingham, then. 

Mr. Caupie. All right, sir. 

Mr. DeWrxp. What was it you wanted to say about Birmingham / 

Mr. Cavpre. All right, sir. 1 want to say, Mr. DeWind, that | 
told Mr. Mitchell that we had to make a case out of this if possible, 
and I wanted the file sent to Mr. Hill, the United States attorney, as 
soon as possible, and for him to arrange to have a conference wit) 
Mr. Hill and all of those who had anything to do with the case, in 
Birmingham. 

He said that when it became convenient for him to do so—he had 
a heavy workload, and I think his wife was not well—that he would 
go down and have this conference, which he did. 

Now, after they got there, Mr. DeWind, they were there for 3 o1 
t days together, and Mr. Hill, as I understand, and Mr. Ledbetter of 
the regional counsel's office, and Mr. MeNatt of the technical staff, and 
a Mr. Cole, the agent who investigated the case. 

Mr. DeWrnp. Prior to their going down for this conference, you 
had conferred with Mr. Hill, yourself, about the case, had you not / 

Mr. Caupte. I had probably talked to him over the telephone about 
the case, and I told him I was sending it down to him. 

Mr. DeWixp. Hadn't Mr. Hill conferred with you in your office 
in Washington about the case ? 

Mr. Caupie. I do not remember. He probably did, when he was 
up there on official business, because he came up not infrequently, 
but he came up several times during the year, and he may have talked 
with me about it. He may have, sir. 

Mr. DeWinp. There is a letter from you to Mr. Hill in the file, 
referring to a conference that you had with him on September 16, 
1948. Does that refresh vour recollection about the matter? 

Mr. Cavpte. If I said IT had a conference with him, I surely did 
have one. 

Mr. DeWinp. Now, at that conference, why did you not invite Mr. 
Mitchell to attend the conference? 

Mr. Cauptr. I do not know, sir, and I don’t know whether Mr. Hil! 
came in to talk to me particularly about that case. And do you know 
whether or not Mr. Hill at that time had the files on this Ripps 
Mitchell case? 

Mr. DeWinxp. This was prior to the conference down ii 
Birmingham. , 

Mr. Cauptr. I see. Well, the supposition is, then, that Mr. Hil! 
came in to see about some other cases, because we had a lot of civi! 
cases pending down there, and a lot of criminal cases, and it could 
lave been a conference, you see, about those cases, because I don’t 
remember what the conference was about. 

Mr. DeWrnxp. Well, the situation was that on September 27, you 
transmitted the file to Mr. Hill. 

Mr. Cauptr. On September 27? 
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Mr. DeWinp. Yes, 1948: and prior to that time, on September 21, 
Mr. Mitchell had sent you a memorandum recommending prosecu- 
tion in the case. 

Mr. Caupte. Yes, sir. 

Mr. DeWrnpv. That recommendation, however, was not adopted, 
and in the September 27 transmittal of the case, United States Attor- 
ney Hill was simply asked to evaluate the case and give his opimion. 

Mr. Cavupie. You mean when the file was sent down to him ¢ 

Mr. DeWinp. That is right. 

Mr. Caupte. Well, sir 

Mr. DeWinp. The letter of transmittal refers to a conference you 
iad with him on September 16. 

Mr. Caupuie. Yes, sir, probably so, sir. 

Mr. DeWinp. Well, now, do you reeall why, at that time, when 
Mr. Mitchell was recommending prosecution of the case, and you say 
that you were determined to prosecute it, that you did not adept his 
recommendation ¢ 

Mr. Cavupte. But I want to tell you also that from the time Mr. 
Mitchell filed that recommendation for prosecution, I had had several 
conferences with him where he was expressing grave doubts to me 
about whether we had facts suflicient to do anything with the case. 

Mr. DeWinpb. But he finally resolved that in favor of recommending 
prosecution, and he had «discussed with you, apparently, the problems 
of the case, and resolved them in his own mind in favor of prosecu- 
tion. 

Mr. Cavpie. Well, now, maybe he did, but I do know this, that 
Mr. Mitchell later on had some grave doubts about the case, and that 
is Why he wanted the case sent down to Mr. Hill. 

Mr. DeWinp. Apparently the record is to the contrary. You have 
said that you were determined to prosecute, and vet when Mr. Mitchell 
sends you a memorandum recommending prosecution on September 
21, you refer the case without such a recommendation. 

Mr. Caupte. Let me ask you this question: Did the section chief 
and everybody sign the memorandum, or is the memorandum signed 
by Mr. Mitchell alone / 

Mr. DeWinp. Well, there is a memorandum from Mr. Mitchell 
recommending prosecution, dated September 21, 194s. 

Mr. Caupte. Well, it is signed by whom ¢ 

Mr. DeWinp. Mr. Smith saws, “I coneur.” 

Mr. Caupir. I see. 

Mr. DeWinpb. Then the letter goes out to the United States attorney 
from you, on September 27, but not recommending prosecution. 

Mr. Caupie. Not recommending prosecution / 

Mr. DeWinp. That is right. 

Mr. Cavpie. From me 

Mr. DeWinxp. That is right. 

Mr. Caupte. Who prepared the letter? Would you mind reading 
| to me? 

Mr. DeWinp. I do not have the letter here. 

Mr. Caupie. Well, now, we ought to have the letter. 

Mr. DeWinp. Well, I wish we had freer access to these tiles, too. 

Mr. Caupte. I wish so, too, and it would suit me, and I am here 





talking about a ease which I haven't seen for months, and—— 
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Mr. DeWinp. You testified that Mr. Mitchell had been told by you 
that you were determined to prosecute ? 

Mr. Caupie. Yes, sir. 

Mr. DeWtnp. And yet, when he recommends prosecution, 5 days 
after you have conferred with United States Attorney Hill, you send 
the ease to Mr. Hill for “evaluation” and not for prosecution. 

Mr. Caupie. Well, now, you are inferring there is some collusion 
between Mr. Hill and myself. 

Mr. DeWinp. I am not inferring anything. 

Mr. Caupter. I am afraid that your question is slanted that way, Mr. 
DeWind. : 

Mr. DeWinp. IT am asking you: Can you recall, Mr. Hill appar- 
ently came to Washington and conferred with you about the case on 
September 16, and what was the purpose or subject of the conversa- 
tion ¢ 

Mr. Caupte. I can’t recall the purpose of the conversation to save 
my life, and I wish that you would call Mr. Hill up here to see 
if he knows. 

Mr. DeWinp. Mr. Mitchell testified this morning that at least at a 
later stage, Mr. Hill was very much opposed to prosecution of the case. 

Mr. Caupie. Now, he may—you mean when he was in Birmingham 
on that visit ¢ 

Mr. DeWinv. That is right. 

Mr. Caupte. Yes, sir, and I think Mr. Mitchell told me that; but not 
only that, but while they were down there after they had conferred 
with Ledbetter and McNatt and the agent, if I recall, I think Mr. Hil! 
and Mr. Mitchell both called me over long distance and told me that 
they could not find sufficient evidence to even find a prima facie bil] 
of indictment against these people, and I was concerned about it and 
told them to prepare a memorandum for the file, showing everything 
that took place down in Birmingham, and I wanted the file to show it. 
And I told Mr. Hill to write me a letter confirming 

Mr. DeWinp. Let us try to keep the presentation in orderly fashion, 
and what I was trying to get at was your conference with Mr. Hill o 
September 16. 

Mr. Caupie. Well, I don’t remember what took place in that co 
ference, 

Mr. DeWinpv. You have no recollection about that at all? 

Mr. Caupie. No, sir, 

Mr. DeWinxp. Did you make any memorandum of it ? 

Mr. Caupie. No, sir: Tam sure that I didn’t, and T usually didn‘, 
because L was so busy I didn’t have time to, sir. 

Mr. DeWixv. You have a conference with the United States ai 
tornes about a case. and no record ts made of the conference / 

Mr. Cavupie. I have had many a conference with many United 
States attorneys, and not make any record; I certainly have, sir. B: 
cause the United States attorneys are supposed, when they come wu), 
to talk with the man who has the file, and he is the man to talk to 

1 know when the file came back, Mr. Mitchell prepared a men: 
randum to me and signed his name to it, and in next to the last para 
graph he said that he and Mr. Hill, and Mr, Ledbetter of the region 
counsel's office, and Mr. MeNatt, and Mr. Cole, all recommended 10 
prosecution, and that the ease be settled on a civil basis. 
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Mr. DeWrnp. That all came months later. did it not. in Januar y! 

Mr. Caupie. It came whenever it did come, and it disturbed me, too, 
sir; it disturbed and worried me. 

Mr. DeWinp. If you will recall Mr. Mitchell's testimony here, he 
said that he thought there was a case there for prosecution, and se 
recommended. 

Mr, Caupte. You mean originally? 

Mr. DeWinp. Originally. 

Mr. Caupie. I think he said something about that. sir. 

Mr. DeWunv. He did; and there is a memorandum in the file show- 
ing he did recommend it. 

Mr. Cavupvier. All right, sir. 

Mr. DreWinp. ‘| hen his recommendation Was not adopted by you, 
and—just a moment, Tam trying to tell you what the facts are—and 
that recommendation was not adopted, and the case was transmitted 
to Mr. Hill for evaluation and an expression of opinion as to whether 
a case could be deve loped. 

Mr. Caupie. Yes, sir. 

Mr. DeWinv. Then you may recall Mr. Mitchell testified that he 
went down there later. in January of 1949. and during the conference 
down there, Mr. Hill brought out that the testimony of Mrs. Sacher 
might have been changed, and that he had heard there was an aflidavit 
in which she repudiated her earlier testimony: and he indicated other 
difficulties of proof about the case. And apparently. Mr. Mitchell 
began then to change his mind about whether a case could be proved. 

Mr. Cavupie. He must have did. because [ tell vou one thing, he 
wrote a memorandum to me reconunending the case be civilly closed 
and not prosecuted, 

Mr. DeWrnp. That is right, but that Was a eood deal later, and that 
was in 1949. 

Mr. Cavupie. Whenever it was. he sure did. 

Mr. DeWinp. That was on M: iV 23 of 1949. Now. as I understood 
you 6; uy, even in September of 1948 you were determined to prosecute, 

Mr. Caupue. Yes. sir. 

Mr. DeWore. How do you reconcile that with the referral of the 
case without recommendation for prosecution 4 

Mr. Catpie. 1 do not know, Mr. DeWind, except T had a lot of 
conversations with Mr. Mitchell about this case, sir. and to tell you 
the substance of those conversations would be absolutely physically 
impossible for me to do so, except I do remember that Mr. Mitchell 
expressed doubts of having evidence that was competent and sufficient 
to prosecute these men on, and that was why T wanted the case out 
of my office and sent down to the United States attorney's oifice, 
where everybody who had anything to do with it would be able to 
confer on that case and to strengthen that case if they could, sir. 

Mr. DeWinn. Had Mr. Hill, at that time, expressed to you any 
views that he might have about the possibility of prosecution / 

Mr. Caupte. No. sir, he did not then, but I do remember while Mr. 
Mitchell was down there, Mr. Hill called me on the phone, and I think 
Mr. Mitehell was on the line, and he stated that they had been in a 
conference for several days. and the best [ean recall the conversation, 
and it has been a good while ago, he believed that there was not 
sufficient evidence, and T think he used the words “prima facie bill 
of indictment.” 
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And I will tell you, that thing really did worry me, for Mr. Mitche! 
whom I knew was an able lawyer, and for Mr. Hill and Mr. MeNat 
of the technical staff, and Mr. Ledbetter and Mr. Cole, all five—whic! 
was later confirmed in the memorandum of Mr. Mitchell to me- 

saying the facts were not suflicient to send to a grand jury, and recom 
mending the case be settled upon a civil basis. 

Mr. DeWinv. Were you disturbed enough to review the file per 
sonally and form your own conclusion ¢ 

Mr. Cavuptr. I was disturbed enough to do this, sir; 1 was dis 
turbed enough to do this, sir, when I read it over 

Mr. DeWinv. Could you just answer the question L put: Were you 
disturbed enough to read the file and form your own conclusion ¢ 

Mr. Cavupie. I did not read the criminal reference report, sir. 

Mr. DeWinpv. Did vou ever read it? 

Mr. Caupie. I read the memoranda in the file, and I have neve: 
read the criminal reference report. 

Mr. DeWixv. Well, you mean even when you are seriously dis 
turbed about a case, you don’t dig into it and find out for your own 

satisfaction what the situation is 4 

Mr. Caupie. Mr. DeWind, you rely upon the men who are most 
familiar with the criminal reference report, and I relied upon Mr. 
Mitchell in the office. 

Mr. DeWtxpv. Well, but you said you were very disturbed. 

Mr. Caupie. I was disturbed. 

Mr. DeWinv. When you are disturbed, don’t you do something 
about it ¢ 

Mr. Caupie. I did do something about it. 

Mr. DeWinv. But not to satisfy yourself on the merits? 

Mr. Cavpte. I did something about it, and 1 will tell you what | 
did. And Mr. Mitchell, the file will show, I believe, that the letter 
from Mr. Mitchell recommended the case be closed upon an adminis: 
trative basis, and that means no prosecution, and he signed the memo- 
randum to me, giving the reasons why. And everybody was present 
with their reasons, 

Then I made a memo on the matter that T had talked to Mr. Riley 

Campbell, head of the Penal Division, and I remember I called Mr. 
Campbell on the phone and talked to him several times, and told him 
that everybody who had anything to do with that case was recom 
mending no prosecution, and T was disturbed about the case, and | 
wanted him to try to strengthen the case if he could, and send it back 
to me. 

He said that he couldn’t understand, when six or seven of his best 
men had recommended prosecution, that no case was there in that 

case, and he was going to call them all in from the field and have then 
up in the Penal Division and find out what the trouble was, to see if 
that case couldn't be strengthened. 

Mr. DeWrxp. Was that about the time that you transmitted the 
ease back to the Bureau, saying it was closed and would not be con 
sidered ¢ 

Mr. Caupte. Yes, sir. I called them up, just probably a day or so 
after the case left the office, and I didn’t see the letter that went back to 
Mr. Campbell, and 1 never saw that letter at all, but I believe that 
Mr. Mitchell was acting chief and he wrote the letter, and he signe? 
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my name to it, and I never saw the letter. What I did see was a memo- 
randum he sent to me; and I told him in the memorandum to please 
ask the Bureau for any suggestions. And Mr. Mitchell wrote a letter 
saying he was closing the case, and signing my name to it, and I never 
wanted the case closed, but he did say that he wanted the Bureau—he 
invited the Bureau to make any suggestions about the matter that 
they saw fit to do so, if T remember. 

Mr. DeWixp. You say that violated your instructions to him? 

Mr. Caupie. Well, sir, I never wanted the case closed, but I do 
remember it looked like to me, it seemed to me, Mr. DeWind, with 
everybody recommending against the case, T had no other conclusion 
but to go along with them. Everybody who had anything on earth 
to do with it was recommending the case be closed on a civil basis: 
Mr. Mitchell, the United States attorney, Mr. Ledbetter, and Mr. 
MeNatt, and a Mr. Cole, according to Mr. Mitchell's memorandum 
to me, 

Mr. DeWinb. So vou acceded to that point of view, and decided to 
close the case: is that right ? 

Mr. Caupie. No, sir. 1 made some remark, and it is written in my 
handwriting there, whatever it is, that I go along on this matter here, 
whatever it was, but I made other comments. I had talked to Mr. 
Riley Campbell about the matter, and T had talked to Mr. Campbell 
about it, and I talked to him several times about it. 

Mr. DeWinp. What was your agreement with Mr. Campbell: that 
they would try to strengthen the case ¢ 

Mr. Caupie. Yes, sir; try to strengthen the case and send it back 
to me, — 

Mr. DeWinp. Well, then, the transmittal of the case closing it was 
in direct conflict with your instructions ¢ 

Mr. Caupie. No, sir: I think this: When you read the letter Mr. 
Mitchell wrote, and read what I said, I think the letter carried out 
just about what IT said, and that was to ask the Bureau if they have 
any suggestions about the case. But what the file does not show is 
the several conversations T had with Mr. Campbell about the case. 

Mr. DeWixp. Did you make any record of those? 

Mr. Cavoie. I think that IT made a notation on the bottom of the 
memorandum that Mr. Mitchell sent to me, where they all recom- 
mended no prosecution. 

Mr. DeWinp. Well, in your own mind, the case was not closed, then: 
is that right ¢ 

Mr. Caupte. In my own mind, it was not closed. 

Mr. DeWtnp. Well, did you thereafter talk to Mr. Boykin about 
the matter / 

Mr. Caupte. I do not remember, and Mr. Boykin could have called 
me, sir. 

Mr. DeWixp. Did you ever tell Mr. Boykin that the matter had 
been closed for prosecution ¢ 

Mr. Cavupie. No, sir: I don’t think that I ever did tell Mr. Boykin 
that the matter had been closed, and I may have told him that the 
matter had been sent back to the Bureau, and I may have told him that; 
but I will tell you one thing: if I did, T also told him I was going to try 
my best to make a case and convict these men, because I believed they 
were guilty. 
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Mr. DeWrnp. Even after you had sent the case back ¢ 

Mr. Cavupie. Yes, sir. 

Mr. DeWixp. Why were you so convinced of their guilt and the case 
you were trying to make, once all of these people had told you that 
a case could not be made? 

Mr. Cavpte. Why I was so convinced? Well, I was convinced. 

Mr. DeWixp. What convinced you? 

Mr. Cavpie. They had cashed around $300,000 in checks one year in 
New York, or some place, and about $200,000 in checks another year 
some place, and I don’t know where, and it was almost a unanimous 
opinion, as far as I know, of Mr. Mitchell and Mr. Smith and anybody 
else who had anything to do or any knowledge of that file, these men 
were guilty, and it was just a question of proof; and if we could get 
the proof and do it—— . 

Mr. DeWinp. Well, you say you were convinced that they were 
guilty, and you told Mr. Boykin you were still trying to m: ake a case, 
or vou tol him vou were not, or what did you tell him? 

Mr. Cavpie. I told Mr. Boykin, as best T can recollect—and T ean't 
remember the conversations that I had with Mr. Boykin—but I told 
him to make up his mind, as far as T was concerned, if I could find a 
case against these men, IT was going to do it, and he knows it; and I 
want the committee to invite the Congressman to come up here and 
testify, because he knows | was determined to prosecute these people 
if IT could prosecute them. And his secretary, Miss Bertha Sear 
borough, knows that. I sure was. 

Mr. DeWinxp. There is an undated eee memorandum in 
the file from you, W hich has also been initis tled “J. Ht. M.” 

Mr. Caupie. That is J. H. MeInerney, and ‘aul | that be my hand 
writing ¢ 

Mr. DeWinp. It is John Tl. Mitehell, I guess. 

Mr. Cavoie. Well, if those are his initials. 

Mr. DeWinp. It isapparently handwritten by vou, but the note says, 

I talked with Hill, the Dy. A., about this matter, with Mr. Mitchell, 
and that is verbatim, 
I talked with Hill, the I). A., about this matter with Mr. Mitchell. There are 
many proclaiming the innocence of these people. After this conference, Mr. Hill 
expects to receive the file and will then, in Birmingham, confer with the agents 
and see if a ense can be substantiated with competent evidence, 

Mr. Caupier. That was before the case— 

Mr. DeWtnp (reading) : 

Then I expect to he so advised by the district attorney. When I am so informed 
if he feeis thet the case is there, he will be expected to proceed. 
T L.¢ 
Mr. Caupie. I probably said that. 
Mr. DeWinp (veading) : 


I would like to see letter to Lill before mailing. 


Mr. Caupur. Yes. 

Mr. DeWinp. That was placed in the file on September 29, 194s, 
although it is not dated. 

Mr. Cavupue. That sounds like me, Mr. DeWind; it sounds like me, 
because [ was determined to do it, too. 
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Mr. DeWinp. This doesn’t sound so determined. It sounds as 
though you have a question in your mind there: 
There are many proclaiming the innocence of these people, 
That is the only comment on the merits of the case. 

Mr. Caupte. Well, I don’t know about that. sir. There were a lot 
of people, whoever they were—— 

Mr. DeWixv. Who were the lot of people proclaiming the innocence 
of these people ¢ 

Mr. Caupte. I don’t remember, Mr. DeWind, to save my life, and it 
stands out in my mind, the number of times Mr. Boykin and Miss 
Scarborough called me on the phone, and they were shouting the 
innocence and claiming innocence, and T was telling them every time 
they called T could not help it, we believe they were guilty, and trying 
to find facts to convict them. 

Mr. DeWinxp. Well, what is the point of this memorandum ? 

Mr. Caupie. Well, I just don’t know. Would you mind reading it 
again ¢ 

Mr. De WIN» (reading): 

I talked with Hill, the D. A., about this matter with Mr. Mitchell. There are 
many proclaiming the innocence of these people. After this conference, Mr. Hill 
expects to receive the file and will then, in Birmingham, confer with the agents 
and see if a case can be substantiated with competent evidence. Then I expect 
to be so advised by the district attorney. When IT am so informed, if he feels 
that the cuse is there, he will be expected to proceed. 

I would like to see letter to Hill before mailing. T. dC. 

Mr Caupur. What else could [say in the position I was in, could 
you tell me ¢ 

Mr. DeWinp. I gather you were saying or at least vou were saying 
to Mr. Boykin and everybody else, “TL am convinced these men are 
guilty and Tam going to prosecute them,” but when you come to 
put it in writing, then vou don’t do it, you had your own assistant 
recommending prosecution, and vet when you sent the case to Hill, 
vou did not recommend it. 

Mr. CAUDLE. Now, Mr. DeWind, | don't know why the case did 
not go out at that time. unless Mr. Mitchell expressed to me some 
doubts about the case. 

Mr. DeWinp. But the case did vo out, 

Mr. Cacoie. It went out. and [sent it out, and I was the one who 
sent the case out. 

Mr. DeWixp. But what Tam pointing out is that Mr. Mitchell 
recommended prosecution and when vou sent it out, you did not 
recommend prosecution, but instead you recommended an evalua- 
tion and opinion. 

Mr. Caupie. Well. now. maybe that may be so, but there is a hiatus 
in this thing, because of the conference I had with Mr. Mitchell. It 
seemed like Mr. Mitchell would express some doubts to me about 
the facts being sufficient, and when they do get down to Birmingham, 
he confirmed that fact. 

Mr. DeWinv. Well -— 

Mr. Caupter. [ just cant remember, because I haven't seen the file, 
and I haven’t seen the thing ina long time, and I don’t know. 

Mr. DeWixp. As far as Mr. Mitchell is concerned, he was very 
clear about the matter, and he said when he got to Birmingham—— 
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Mr. Caupte. He has had the file to review and I haven't had the 
benefit of reviewing the file, and he ought to be clear. 

Mr. DeWrnpv. When he got to Birmingham, he was confronted with 
the explanation by Mr. Hill that Mrs. Sacher’s testimony, Mr. Hill 
believed, was to be changed, and Mr. Hill referred to an affidavit he 
thought he had seen by Mrs. Sacher, at least defense counsel had told 
him there was an affidavit, in which she repudiated the testimony she 
had given the agents. 

Mr. Caupie. I see. 

Mr. DeWrixv. And Mr. Hill mentioned other difficulties about the 
case to Mr. Mitchell when he arrived. So that is where Mr. Mitchell 
began to change his mind, and what I was trying to get at, when 
Mr. Mitchell in September recommended prosecution, why with that 
recommendation you did not recommend prosecution ? 

Mr. Cavupte. Mr. DeWind, I do not know, and if I did, it would be 
on account of something Mr. Mitchell told me, sir. 

Mr. DeWrnxp. Mr. Mitchell told you? You m@@n Mr. Hill? 

Mr. Cavupite. No, Mr. Mitchell; because I would not rely on Mr 
Hill, because Mr. Hill did not have the file. 

Mr. DeWinp. Mr. Mitchell had recommended prosecution, 

Mr. Cavpte. He recommended prosecution, didn’t he ¢ 

Mr. DeWrxp. That is right. 

Mr. Caupir. And later on when he went down to Birmingham he 
and all of the five of them said not to prosecute, and now I can’t 
tell of the conferences that took place between Mr. Mitchell and 
myself. 

Mr. DeWrnp. I know that, Mr. Caudle, but on the record you never 
recommended prosecution, and in fact you recommended simple 
evaluation and opinion, and the only man on the record who ever 
recommended prosecution up to that time was Mr. Mitchell. 

Mr. Cavupie. Well, maybe so, but I am the man who sent Mr. Mit- 
chell down to Birmingham with the file, and I am the man who sent 
the file down. 

Mr. DeWinp. Mr. Mitchell asked for permission to go to Birming 
ham with the file. 

Mr. Cavpie. Oh, now, that is a mistake about that. No, sir. Be 
cause I tell you that file was in my office, and T heard the rumors 
about this case, and I told them that file had to be gotten out of the 
Tax Division, and it had to be sent to the United States attorney, and 
where is the covering letter which I wrote to Mr. Hill? Do you have 
it there / 

Mr. DeWrnp. It is in the file which IT do not have here. 

Mr. Caupte. Well, now, you see, I want the file. 

Mr. DeWinpv. We will have the file here very shortly. 

Mr. Caupte. All right, sir. 

Mr. DeWrnp. You understand I would like to have the file here al! 
of the time, but that is not possible so far, 

Mr. Cavptr. I wish that you had it, Mr. DeWind. It handi 
caps me. 

Mr. Byrnes. Why do we not have that file here today? Is there 
an explanation for that? 

Mr. DeWrnp. Under our present operating system with the De 
partment of Justice, the only way that we can have the file here is to 
have Mr. Rothwacks, who is head of the Criminal Section, bring the 
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file here and sit with it here and read any excerpts that we want read, 
and that imposes a tremendous burden on Mr. Rothwacks, and the 
system is also that Mr. Rothwacks must read all files that we have re- 
quested before we see them, and any time he spends here means that 
nobody is reading files for us to see. 

Mr. Byrnes. Is there no one down in the Department of Justice 
that could exercise that authority jointly with Mr. Rothwacks / 

Mr. DeWinpb. So far it has not been possible to develop that. 

Mr. Byrnes. That is Mr. MeGrath’s cooperation with the com- 
mittee that he referred to in his news release. 

Mr. DeWinp. I should say over the week end Mr. Rothwacks was 
away. After a number of calls on the matter, an alternate was desig- 
nated for the week end, but upon Mr. Rothwacks’ return there is only 
one person that can read the files, 

In addition to that, I should say that while members of our staff 
ire reading other files that Mr. Rothwacks has read, he must be per- 
-onally present, and that creates the difficulty of the presentation here. 

Mr. Byrnes. I would say it practically is an impossible situation. 

Mr. Cavupie. I wish any file that has my name on it could be stacked 
up here, and let the whole press and the television and everybody see 
it. Lhave no objection to it, none whatever. 

Mr. DeWinp. Now following your communication with the Bureau 
of Internal Revenue in June of 1949, saying the case was closed unless 
they could develop further evidence 

Mr. Cavpie. That was the communication written by Mr. Mitchell. 

Mr. DeWinp. Yes, and you said that communication corresponded 
with the instructions and conversations that you had with Mr. 
Campbell. 

Mr. Cavupte. The main thing I had in mind about my instructions 
was I wanted the Bureau to know about it, and get any suggestions 
they could from them to us about it, but I never see these letters 
when they go out, sir, and I never have had time to see them. 

Mr. DeWinxp. Now, do you recall that in November of 1949, the 
Bureau of Internal Revenue returned the file / 

Mr. Caupie. Yes, sir; they returned the file with a two-and-a-half- 
page letter, if remember the length of it. 

Mr. DeWinp. Now, is it your impression that the file was still 
about the same as when it had been returned, except that the Bureau 
was pointing out certain elements that might enable the prosecution 
of the case to go forward 4 

Mr. Caupue. I just don’t recollect, Mr. DeWind. 

Mr. DeWinv. Did you have the impression the case had been sub- 
stantially changed when it came back ¢ 

Mr. Cavupie. I don’t believe it did, sir. Tam almost sure it did not. 

Mr. DeWinp. Well, now, do you recall that about that time, or on 
or about December 14, that Mr. Turner Smith spoke to you and said 
that Mr. Mitchell was going to recommend now the prosecution be 
undertaken on the basis of a new idea he had ¢ 

Mr. Caupte. I remember this, that Mr. Drew Pearson one time 
called me about this case, several times, if I remember, and he called 
ine up one day and he wanted to have a conference with us, and I told 
him I would be delighted to see him, and he said he had one of his 
nen down there investigating the case, and he had some data that 
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he thought might be of benefit to us. I had previously told him why 
the case had not been prosecuted because everybody had recommended 
no prosecution, and 1 was trying to strengthen the case, and so_we 
did have that conference, and Mr. Pearson came over and Mr. Ander- 
son came over, and Mr. Turner Smith, if [ remember was present, and 
Mr. Mitchell, and there again the rumors, Mr. Anderson told me the 
rumors were all over Mobile, and that the case would never be 
prosecuted, 

Mr. DeWinp. Who attended this conference ? 

Mr. Cavore. I think there were only four, Mr. Turner Smith, Mr. 
Mitchell, Mr. Pearson, Mr. Anderson and myself, and that made five. 

Mr. DeWrnp. You say Mr. Mitchell was present ¢ 

Mr. Caupie. Yes, sir, and he was present, and the conference lasted 
a pretty good while, I think about 2 hours. 

Mr. DeWixp. What was the outcome of the conference? Did you 
get additional information ? 

Mr. Caupie. Yes, sir; I think—it is just a vague recollection, Mr. 
DeWind. I can’t remember the details of the thing, my recollection is 
that Mr. Pearson left with us some data, and I think he had found some 
woman down in Birmingham who had kept books who had not been 
found before, and T just don’t remember, and I just do not recall. 

Mr. DeWrnp. Was there any memorandum made of that confer- 
ence ¢ 

Mr. Cavupte. I do not know whether—— 

Mr. DeWinp. The file does not disclose any. 

Mr. Caupie. Well, one ought to have been made. 

Mr. DeWinpv. Well, after that conference, what was your view of 
the case? 

Mr. Cavpir. At that conference my view of the case was that the 
case ought to be sent toa grand jury. 

Mr. DeWrxp. That was your view / 

Mr. Caupte. Yes, sir; and I think I told Mr. Pearson the case ought 
to be sent to a grand jury, and I can’t recollect everything T said, and 
I am just doing the best. I can to bring it back to me, but I am already 
sure I told him that, that this case ought to be sent to a grand jury. 

Mr. DrWinpv. How do you account then for the fact that Mr. Tur 
ner Smith subsequently told Mr. Mitchell that this case should not 
be sent to a grand jury, unless he was very sure of his facts, and he 
should consider very carefully before he changed his prior recom- 
mendation ? 

Mr. Cavpte. I should imagine that was based upon the proposition 
that everybody who had anything to do with the case had recom 
mended no prosecution, and Mr. Smith was concerned about the thing, 
and IT know we talked about it a great deal. 

Mr. DeWrnp. You said it ought to go right down to a grand jury 
and yet Mr. Smith was telling Mr. Mitchell that you were very 
concerned about the case, and disturbed about the change in the recom 
mendation. 

Mr. Cavupte. Well, T will tell you when IT was disturbed about the 
change of the recommendation, Mr. Pearson still was with us that 
day and he said that the rumors down in Mobile were just high as 
heaven, and just going around everywhere, and Mr. Anderson did 
rather, and he said that he was going to write an article about the 
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matter, and [ said, “Well, if you do, I will sure hope you wet hit us 
over here, because we are doing the best we can”, and he said, “Well, 

I won't do that, but I cert: tinly am going to express myself about the 
matter.” And he did, and I think about 2 days later, I am not sure, 

and what disturbed me so was after the article came out L was going 
out of my office into what you might say is a lobby, the outer office, 
the large place there, and Mr. Mitchell came in the door and he said 
he had changed his mind about the matter, and he had another theory 
about the case. 

Mr. DeWinvb. Was this after you had changed your mind, too ¢ 

Mr. Cauptr. My mind had never been changed about the guilt of 
these people here, and IT had gone along with the men who recom 
mended it to me. 

Mr. DeWrnp. But you said that vou had told Mr. Pearson that you 
wanted this case to get down to a grand jury. 

Mr. Caupie. I think it was when Mr. Pearson left my office and 
I think the parting word I told him, I thought the case ought to be 
sent to a grand jury. 

Mr. DeWinp. Mr. Mitchell was there 

Mr. Caupie. I do not know whether Mr. Mitehell was in there when 
I told Mr. Pearson that or not, sir, and I just don’t remember, and 
I may be mistaken about telling the gentleman that, but that is my 
best Impression. 

Mr. DeWixpv. How could it be that you were so disturbed when 
Mr. Mitchell came to you and said, “I have a new theory on how to 
prese C the case’? 

Mr. Caupte. I was not disturbed; I was relieved. 

Mr. DaWino. What did you say to Mr. Mitchell? 

Mr. Caupie. I asked him and I said, “Johnny, it looked like to me 
you had the case a long time. and you have been down to Birmingham, 
and now you have a new theory,” and I said, *Would you mind send- 
ing me a memorandum on it.” and T said, “If you want to go to Mobile 
on the case, T certainly have no objection, but I do not want to offend 
Mr. Hill-in Birmingham and would like for you to go down and 
see him and if Mr. Hill does not feel inclined to cooperate because 
of his views being still the same thing in Birmingham, then I want 
you to proceed down to Mobile.” That is what I told Mr. Mitchell. 
But I said, “I want you to send me a memorandum about the thing, 
and I want to see what your views are, and if you have a case, I want 
the case by all means to be prosecuted,” and I do not know what any- 
one else can do in the position I was in than to do just what I did. 
And it was a complicated case, it was complicated from many ways. 

Mr. DeWinpv. Well, now, after Mr. Mitchell went down to Birming- 
ham and Mobile. he called vou, didn’t he, and told you that he thought 
this was a case that could be presented to the grand jury ¢ 

Mr. Caupir. At Mobile? 

Mr. DeWrinp. Yes. 

Mr. Cavuptr. He may have, Mr. DeWind. I don’t remember the 
conversation, but he may have. 

Mr. DeWtnp. There is a memorandum in the file that indicates 
that vou and Mr. Smith put in a call to Mr. Mitchell down there, and 
Mr. Mitchell told vou he thought there was a case to go to the grand 
jury. 


Mr. Caupir. Yes, siz 
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Mr. DeWinp. Do you recall that? 

Mr. Cavupte. I do not recall that; no, sir. 

Mr. DeWinp. Do you recall that you asked to have reported to 
you the views of Mr. Fountain 

Mr. Cavpte. I remember that my staff, Mr. Smith, I believe, you 
see, I did not know at that time what Mr. Mitchell said to them about 
talking with Mr. Ford, and we were concerned about having successfu! 
prosecution. 

Mr. DeWrnp. Do you recall that when Mr. Mitchell recommended 
that the case go to the grand jury, you asked for the views of Mr. 
Riley Campbell and Mr. Fountain to be sure that they agreed with 
Mr. Mitchell? 

Mr. Cavoie. Now, Mr. DeWind, I may have, but I do not remem- 
ber, and if you get the memorandum and see who wrote it and whose 
oe are on it and who signed it, then the thing will speak for 
Itself, 

Mr. DeWinp. How do you square the situation as you describe it 
with Mr. ‘Turner Smith’s understanding of the matter that you were 
very embarrassed about the change in recommendation and in view 
of the earlier recommendation you were very bothered about making 
the change? 

Mr. Caupte. 1 wasn’t embarrassed, and I was not disturbed, and I 
was hoping that we did have a case, but what did disturb me, Mr. 
DeWind, is for a young gentleman of whom I had a great deal of 
confidence in, and I don’t believe I have ever taken issue with him 
on a single recommendation he had made with me, after Mr. Pear- 
son’s article came out in the paper, and then he comes and tells me 
that very morning that he has a new theory and it did worry me, and 
it worried me because the case was an important case. 

Mr. DeWtinp. Well, now, just a moment; before that you said you 
had talked with Mr. Pearson vourself and concluded that the recom- 
mendation had been wrong and should be changed. 

Mr. Cavpie. I am going to tell you one thing as far as TI was con. 
cerned, Mr. DeWind, I was in favor after talking with Mr. Pear- 
son of sending that case to a grand jury, and if we didn’t have a case 
to prove to the people of Mobile that there was no case, and it wa- 
the only way you could have done it with all of the rumors and thing- 
that were abroad in the land down there. 

Mr. DeWinp. You certainly failed to convey that impression to 
Mr. Turner Smith, and you failed to convey it to Mr. Mitchell. 

Mr. Cavpie. Probably so, sir, but T will tell you, [ think Mr. Pear- 
son would reeall that T was very much in favor of it and IT remember 
this, I went by Mr. Peyton Ford's office, and I told Mr. Ford, ani 
he agreed with me, this case oncht to be sent to a grand jury, by al! 
means, 

Mr. DeWinv. Did Mr. Ford call you about it ? 

Mr. Cavpre. I do not believe Mr. Ford called me, and T think | 
dropped by his office, but he could have called me. He could have 
and T know that he and IT did not disagree about the case going to « 
grand jury. 

Mr. DeWrxp. At the time Mr. Ford spoke to you, had not M: 
Mitchell been to see him? 

Mr. Caupie. I don’t know, sir, and T found out later, T suspicioned, 
though, that Mr. Mitchell had suddenly turned around on the case 
and that he had been up to see Mr. Ford. 
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Mr. DeWtinp. Well, if Mr. Mitchell was pressing for prosecution, 
and you were pressing for prosecution, why should he have gone to 
Mr. Ford about it ¢ 

Mr. Caupie. Mr. Mitchell was not pressing for prosecution then. 

Mr. DeWinp. I thought he had come and said, “I have got a new 
theory” and 

Mr. Caupie. He was pressing, and he had a new theory after that 
Pearson article came out, and he did. 

Mr. DeWinp. That is the time we are talking about, after that that 
he spoke to Mr. Ford. 

Mr. Caupie. Probably so. Mr. Ford called him, I don’t know. 

Mr. DeW inv. Why do you suppose that he felt he should call Mr. 
lord ¢ 

Mr. Caupie. I do not know, unless Mr. Ford called him, and it al- 
ways was our habit, up there, when rumors got started on a case, 
that the Assistant Deputy Attorney General was so close to the At- 
torney General continuously that we would keep him informed, and 
whether Mr. Ford called me, or whether [ called him, or went up 
there, I don’t know, except I do know I went. 

Mr. DeWinpv. Well, Mr. Mitchell's clear impression was the reason 
why he went to Mr. Ford was because he had been informed by Mr. 
Turner Smith that Mr. Turner Smith thought that you were against 
prosecution in the case, and therefore he decided to go to Mr. Ford. 

Mr. Cavupie, No, sir, Mr. Smith knew all of the time that I wanted 
the case made out, all of the men did, that was familiar with this thing, 
and there could not be any mistake in anybody's mind in the Tax 
Division about how I felt about this case, and there could not be. 

Mr. DeWinp. And Mr. Smith testified that he thought you were 
disturbed because you felt that Mr. Mitchell had been pushed into 
recommending prosecution by newspaper articles. 

Mr, Caupie. I do know that Mr. Smith expressed himself to me, 
| believe, in that manner, and as far as I was concerned, if Mr. Mitchell 
had a new theory he could go on that would hold up, and we could 
have a successful prosecution, | know there was not anything that 
pleased me more. I had been worried with this case for so long, and 
worried with it and trying to make a stronger case out of it, and of 
course relying upon Mr. Mitchell to do so, 

Mr. DeWinp. And vet nowhere in this file. Mr. Caudle, does there 
appear a single document which states that you recommended prose- 
cution, 

Mr. Caupue. Well, sir, if all of my conversation had been recorded, 
and memorandums had been made of it, the thing would be full of 
them. 

Mr. DeWinp. But the thing is that the impression got around both 
with Mr. Smith and with Mr. Mitchell that you were embarrassed 
thout the change of recommendation, 

Mr. Caupie. No, sir; IT was not embarrassed. The gentlemen are 
mistaken about that, sir. 

Mr. DeWixp. Mr. Smith said he thought possibly vou had con- 
veyed to Mr. Boykin the fact that the case had been referred to the 
Bureau as closed, and that might be a source of embarrassment. 

Mr. Cavpie. It would not have been embarrassing to me and you can 
ask Mr. Boykin because I told him, and he asked me where the case was, 
and he said “I understand the case has been sent back from Birming- 
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ham,” and this is my best recollection, had been sent back from Bir- 
mingham and reconmending no prosecution, and I told Mr. Boykin 
that it made no difference to me, i was going to keep on pursuing the 
case and see if I could not make a ease out of it. And that is what I did, 
and I talked to Mr. Riley Campbell several times about it, and 1 was 
disturbed about the case. I talked to him several times. T know he 
told me once he was going to call in all of his field men and see what 
the trouble was. 

Mr. DeWinp. Mr. Caudle, T would like to show you the file in this 
case, and direct your attention to a handwritten memorandum which 
is stamped “Filed September 29, 1948." and appears to be in your 
handwriting, and then a carbon copy of a letter dated September 27, 
1948, addressed to Mr. Hill, bearing the initials “TLC : JHM.” 

Mr. Cavupie. That letter was prepared by Mr. Mitchell, and what 
dloes it say ¢ Read it. 

Mr. DeWinp. One paragraph reads: 

In accordance with an agreement reached with you at a conference held in my 
office 

Mr. Cavpie. Let us read the whole of his letter. 

Mr. DeWinp. I will let you read it. [Reading :] 

In accordance with an agreement reached with you at a conference held in my 
office on October 16, 1948, T am forwarding the case to you for your considera 
tion. It is my understanding that after you review the file, discuss the case 
with the agents, and interview such witnesses as you deem necessary, you will 
advise me if in your opinion prosecution is feasible. 

Now, I would like to show you those two documents, the handwritten 
memorandum and the copy of this letter. 

Mr. Caupie. I would like to see them. 

Mr. DeWinv. And beneath that letter you will also see a memoran 
dum dated September 21, 1948, prepared by Mr. Mitchell in which 
prosecution is recommended. 

Mr. Caupie. All right, sir. 

(The file was handed to the witness. ) 

Mr. Cavpie. Yes, sir, 1 prepared that handwritten note here, sir, and 

I said 1 would talk with Mr. Hill, the D. A.. about this matter, with 
Mr. Mitchell, and I talked with Mr. Hill, the D. A., about this matter 
with Mr. Mitchell, and— 
There are many proclaiming the innocence of these people. After the con 
ference Mr. Hill expects to receive this file and will there in Birmingham confer 
with the agents and if a case can be substantiated with competent evidence, then 
I expect to be so advised by the district attorney, and when I am so informed, 
if he feels that the case is there, he will be expected to proceed. 

And that means proceed toa grand jury. 

I also made a note here I would like to see the letter to Mr. Hill 
before mailing. That is not unusual. 

Mr. DeWinp. Now, take a look at the letter to Mr. Hill. 

Mr. Cavpir. The letter to Mr. Hill? 

Mr. DeWixv. That you wanted to see before mailing. And that 
is the letter of Septembe r 27, 1948, 

Mr. Caupie. Yes, it was written by Mr. Mitchell to Mr. Hill. 

Mr. DeWinp. That is the letter that vou wanted to see, and T assume 
vou did see it / 

* Mr. Cavone. I will read it to you: here is a letter to Mr. Oliphant. 

Mr. DeWinp. It is a letter to Mr. Hill, the next letter. 
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Mr. Caupite. That letter was also prepared by Mr. Mitchell and 
my name was signed to it, and the letter was approved by Mr. Smith 
before it went out, and I don’t ever recall seeing the letter, and it was 
not natural for me to see the letter. 

Mr. DeWixp. But you had asked to see the letter in your hand- 
written note. , 

Mr. Caunie. No doubt IT did and no doubt it was shown to me. 
Shall Dread it? 

Mr. DeWi inv. If you wish to, either to yourself or out loud. 

Mr. Caupie. I will read it here first. 

(Witness reads letter to himself. ) 

Mr. Cavupie. I will read the letter, if I have your permission. 

Mr. DeWunp. Certainly. 

Mr. Caupie. It is dated September 27, by way of registered mail, 
addressed to Mr. John D. Hill. | Reading: | 


In re Gulf Coast Tebaceo Co., Joseph Mitchell, Rebecea FL Mitehell, Samuel 
J. Ripps, Mobile, Ala. 

Dear Mr. Hitt: There is enclosed a copy of a letter from the Commissioner of 
Internal Revenue wherein it is recommended that Joseph Mitchell, Rebecca 
F. Mitchell, and Samuel J. Ripps be prosecuted for attempted evasion of their 
individual income taxes for the years ef 1942 to 1944, inclusive. In accordance 
with an agreement reached with you at a conference in my office on September 
16, 1948, I am forwarding the case to you for your Consideration, and it is my) 
understanding that after you review the file, discuss the case with the agents, 
and interview such witnesses as you deem necessary, you will advise me if in 
your opinion prosecution is feasible. Various contentions have been made by 
counsel for the taxpayer during the course of a number of conferences had in 
this office. There is enclosed a copy of a supplemental report prepared by the 
Special Agent Cox which sets out these contentions, and discusses the evidences 
available to rebut them. There is also enclosed a copy of the original report 
prepared by the Special Agent Cox, and the exhibits attache! thereto. The 
chief counsel, Bureau of Internal Revenue, is being requested to have their 
agents Who investigated the case call upon vou in the near future to render you 
such assistance as you may desire. As a result of our review of the tile in this 
office, we are of the opinion that consideration should be given to the prosecution 
of these individuals for the filing of false and fraudulent partnership returns 
in violation of section 38703 ¢b) (1) of the Internal Revenue Code. This sugges 
tion is made because of the fact that one of the principal contentions made by 
the taxpayers is to the effect that a large portion of the unreported sale receipts 
was used to purchase materials in the black market. They have admitted, 
however, that they have understated their sales and that as a result of this 
the partnership returns filed on behalf of the Guif Coast Tobacco Co. were false 
und frandulent in that they did net correctly report the sales receipts of the 
partnership. 

Please acknowledge receipt of this letter and of the enclosures, and advise 
us of your conclusions at your earliest opportunity. If we may be of any assist- 
ance to von in this matter, please feel free to call upon us, 

Sincerely yours, 
Turron L. CAaupie, 
Assistant Attorney General 
. (For the Attorney General). 

Mr. DeWinp. Tell me, Mr. Caudle, in the ordinary situation where 
your oflice concludes that there is a case for prosecution, and the 
matter is referred to the United States attorney, the referral is made 
simply with a recommendation for prosecution, is it not 

Mr. Caupie. Yes, sir; with accompanying letter tothe district at- 
torney giving him our reasons for it. 

Mr. DeWinp. And it is just a recommendation for prosecution, 
and then the matter is up to him 
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Mr. Cavupte. It is up to him, and if we disagree with him, we will 
do as we please. 

Mr. DeWrnp. In this instance, you say that you were convinced 
that there was a prosecution case here, and Mr. Mitchell had recom- 
mended referral of the case to Mr. Hill with recommendation for 
prosecution, and yet this letter that you have just read does not recom- 
mend prosecution, but asks Mr. Hill to think about it. 

Mr. Caupte. Well, what does this letter say ? 

As a result of our review of the file in this office, we are of the opinion that 
consideration should also be given to the prosecution of these individuals for 
the filing of false and fraudulent partnership returns in violation of section 
3793 (b) of the Internal Revenue Code. 

Mr. DeWrnp. Directing your attention to the preceding paragraph 
in which you said you understand he will evaluate the case and ex- 
press an opinion whether prosecution is feasible—— 

Mr. Caupte. That is the second paragraph ? 

Mr. DeWinp. Yes, that is right: and now that is not a recommen- 
dation for prosecution, is it, in the ordinary form ? 

Mr. Cavupie. Well, now, this is just a letter which was prepared by 
Mr. Mitchell and I did not prepare the letter. 

Mr. DeWinp. But Mr. Mitchell recommended prosecution. 

Mr. Caupie. Yes, sir. 

Mr. DeWinpv. And this letter is prepared not pursuant to his recom 
mendation, but pursuant to that handwritten note of yours that the 
case be referred for opinion rather than for prosecution. 

Mr. Cavupie. Yes, sir: but we gave him our opinion in the letter, 
also, didn’t we, Mr. DeWind ¢ 

Mr. DeWrnp. I don’t think you did. 

Mr. Cavpte. I will repeat it to you again. 

Mr. DeWinp. I heard it, Mr. Caudle. I read that as saying, “We 
wish you would also consider whether there might be a 3793 case” 

Mr. Cavupte. That is aiding and assisting, I believe. 

Mr. DeWinp. That is right, and so you have asked him to consider 
it from both points of view, and render you an opinion. 

Mr. Cavcpie. Yes, sir. 

Mr. DeWinp. Now, in the ordinary case, that is not the way you 
recommend prosecution, and yet you say you were determined in this 
ease that there was a prosecution case, and that you wanted to ser 
it prosecuted, and yet you don’t recommend prosecution. 

Mr. Cavour. Well, I will tell you, Mr. DeWind, when I sent that 
case down to Birmingham, and now here we have another memo 
randum over here from Mr. Mitchell, and we ean find it somewhere 
in here. 

Mr. DeWinxp. The memo from Mr. Mitchell that preceded th; 
letter is right below your letter to Mr. THill, and it flatly recommend 
prosecution, and then your handwritten note in the file says many 
people proclaim these people are innocent. 

Mr. Cavupie. Yes, sir; and probably no doubt there were, as in al 
inost every tax case we had, someone was yelling they were innocent 

Mr. DeWixp. The only proclamation you had received was fro 
Congressman Boykin. 

Mr. Cavpie. That was certainly the predominant one, from Cor 
gressman Boykin. 
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Mr. DeWrnp. Wasn't it the only one / 

Mr. Caupte. That was the predominant one. 

Mr. DeWinp. Was it the only one? 

Mr. Caup.e. Well, he and his secretary told me, and a lot of people 
was calling him up about the case, and maybe I got the information 
from him, Mr. DeWind, I just don’t know. 

Mr. Byrnes. Did he tell you who was calling him 4 

Mr. Cavpte. No, sir: he said that the women were calling him, 
I believe, Mr. Byrnes. 

Mr. Byrnes. How did you find out about the interest of the 
treasurer of the Democratic Party down there in these people 

Mr. Caupte. I did not find out any interest in the treasurer of tlie 
Democratic Party. I heard rumors, and I don’t know where I got 
them. 

Mr. Byrnes. He never called you on this case / 

Mr. Cavupie. Who is that / 

Mr. Byrnes. This man you mentioned. 

Mr. Caupte. Mr. Joseph Blythe? 

Mr. Byrnes. Yes. 

Mr. Caupe. No, sir: he never called me. 1 called him and I told 
him that this was getting to be a notorious case and I understood 
these taxpayers might make some contribution to the Democratic 
Committee, and for the Democratic Committee to please not to 
accept it. 

Mr. Byrnes. How did you happen to make that telephone call? 

Mr. Caupie. I didn’t want the Democratic committee embarrassed 
about it. 

Mr. Byrnes. How did you know that there was a possibility : 

Mr. Cauprie. I didn’t know it for a certainty, but 1 do remember 
Lealled up Mr. Blythe about it and told him, and I sure did. 

Mr. Byrnes. You just got that from rumors and gossip, too? 

Mr. Caupte. Rumors and gossip. 

Mr. Byrnes. Did you not tell Mr. Mitchell afterward, though, 
that they did accept some money ¢ 

Mr. Cauptr. I do not believe [told Mr. Mitchell that they accepted 
any money, but I do know this, that the last conference [ had with 
Mr. Mitchell on this case Was in my office before he left to vo lo 
Mobile and I told him everything T knew so that he could be on his 
guard, and T have said, “Now you are going down into a case that is 
full of rumors, and we do not know whether we have a case or not,” 
and I said, *You have got to be careful.” and T said. “The attorneys 
will want to have a conference with vou” and TI said, "Maybe Mr. 
Boykin will want to have a conference with you, and if you can be 
gracious to him and grant him a conference, but Tdon’t want anything 
to deter you from presenting this thing forcefully and fully to the 
grand jury,” and Congressinan, T don’t know what on earth else I 
could have said. 

Mr. Byrnes. Let vs stick to this contribution for a second, and try 
to get the facts as to how you happened to be calling the treasurer 
down there, and giving him advice, and then apparently they are not 
following it. Isat not true that Mr. Mitchell told you that there were 
rumors and street gossip that you and Mr. Boykin had sixed the case, 
and Boykin had promised these people that thev would not be prose 
euted on the condition they make a contribution of somewhere bet ween 
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$50,000 and $75,000 to the national committee, and that the rumors 
further were that they had made such a contribution, and then you 
said, “Well, they did make it, I told Chem not to do it, but L under- 
stand they went ahead and accepted the money anyway.” 

Mr. Caupir. Now, Mr. Byrnes, | don’t remember that and L know 
I told Mr. Mitchell that | had heard they had made a substantial 
contribution to the Democratic National Committee and the details 
of it 1 don’t recall, 1 don’t know them today, and 1 de not know 
them today, 

Mr. Byrnes. You never followed through to tind out whether they 
made it or not ¢ 

Mr. Cavpie. No, sir. 

Mr. Byrnes. You didn’t feel that that was very significant one way 
or the other / 

Mr. Caupie. I know one thing. I felt like the significant thing was 
to prosecute this case. I felt that in my heart, and deep, too. 

Mr. Byrnes. Did vou not think it was significant that there would 
be interference or attempted interference with the prosecution of the 
case ¢ 

Mr. Cavcpre. No, sir: there was no interference. But when vou are 
the head of the Division, and a case goes awry, then it will be charged 
up to vou regardless of your advisers and everybody else, like this 
thing here. | was determined not to let anything prevent this case 
going out and making a strong case out of it. LT told Mr. Riley Camp- 
bell about that. 

Mr. Byrnes. Did you ever talk with anybody on the outside other 
than Mr. Boykin about it ¢ 

Mr. Cavpie. No, sir; I don’t believe I ever did, Mr. Byrnes. I 
can’t recall any conversations with anyone outside, 

Mr. Byrnes. Did you talk to the treasurer of the Democratic Com- 
mittee down there—— 

Mr. Caupie. Not down there, sir. Up here in Washington. That 
was Mr. Joe Blythe up here at the Ring Building. He is the fellow 
I talked to on the phone. 

Mr. Byrnes. Did you tell him these people were in tax difficulties / 

Mr. Cavpte. Yes, sir: LT told him they were. I told Mr. Blythe they 
were in tax difficulties, that it was a notorious case, and that I had 
heard and received rumors that the taxpayers might make a con- 
tribution to the Democratic Committee. And I said, “Please don’t 
accept it. If you do, it will embarrass your committee.” I thought 
that was the proper thing to do. Had it been a Republican, I would 
have called up the Republican chairman and told him the same. 

Mr. Byrnes. Did vou ever call him up and tell him of anybody 
else that was in tax difficulties and suggest that he had better not 
tuke any money from them ¢ 

Mr. Cauptr. No, sir: T don’t believe T have, sir. 

Mr. DeWrxp. Why did you feel a contribution should not be made 
if vou were going to prosecute the case anyway / 

Mr. Caupte. Well, Mr. DeWind, you would just queer the living 
devil out of a case if a contribution was made and we couldn’t win 
the case. What would people say ? 

Mr. DeWinxp. Well, then, was that the way you felt when the 85 000 
commission came up inthe Aaron and F reidus ease / 
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Mr. Cavpie. Well, Mr. DeWind, when 1 went up and talked with 
Mr. Stonnell about the commission and he set the commission, he 
wanted to give it to me, and IT went up and told the Attorney General 
about it, sir. 

Mr. DeWrnp. Your view, then, was that as long as you were going 
to prosecute the case, the acceptance of the commission was all right, 
but you didn't feel that as long as you were going to prosecute the 
Ripps-Mitchell case the acceptance of a contribution was all right? 

Mr. Cavpie. No, sir. 

Mr. DeWixp. How do you explain that ? 

Mr. Caupir. I went through that commission fully, | thought. I 
went up and told the Attorney General about it, sir, that Mr. Stonnell 
had no tax trouble, that Mr. Knohl had no tax trouble, but that he 
had two close friends that I had indicted, that I thought they were 
guilty, and they were going to be tried, and I asked him if it would 
be improper for me to accept the commission, and if so, to tell me 
so, and he said it was all right to accept it. And if he had said to 
the contrary, | wouldn't have accepted it for anything, sir. L reported 
it in my income taxes. When I deposited it in the bank, I made the 
statement that it came from Mr. Stonnell, from the sale of his prop- 
erty. 

Mr. DeWinp. Well, now, after this, in January of 1950, Mr. Mit- 
chell went down to Birmingham and Mobile, didn’t he? 

Mr. Caupie. Now, that is the second trip, isn’t it ¢ 

Mr. DeWinp. That is right. 

Mr. Caupie. Yes, sir; he went down by way of Birmingham. And 
I am not sure, but I think that Mr. Hill cailed me over the phone, 
or mavbe Mr. Mitchell did, that he felt like—Mr. Hill felt like—T 
think Mr. Hill did, but Tam not sure—that we had no case to present 
toa grand jury there, sir. 

Mr. DeWinpn. Didn't you knew that was Mr. Hill's viewpoint? 
Hadn't he told you way back preceding September that he didn’t 
think the ease should be prosecuted ? 

Mr. Cavupie. Yes, sir; and I think he wrote a letter in the file 
about it. 

Mr. DeWixp. Didn't he tell you when he came up to Washington 
that he didn’t think this case should be prosecuted ¢ 

Mr. Caupir. Did he have the file by that time / 

Mr. DeWinp. No: he conferred with you. 

Mr. Cavpie. He couldn't have gotten any information from me 
by just a simple conference, because [ wasn't that familiar with the 
file. 

Mr. DeWrnp. Didn't you know, however, that following your con- 
ference with Mr. Hill in September, that he was disinclined to prose- 
cute the case? 

Mr. Cavprr. I do not remember, Mr. DeWind. T just don’t re- 
member, sir. 

Mr. DeWinp. Well, it is of some significance here, because if vou 
referred the case to him for an opinion following a conference in 
which he had indicated he thought it should not be prosecuted, it 
would be a very peculiar thing indeed in view of your determination 
that you state that the case should be prosecuted. 

Mr. Caupie. Well, sir, I sent the case down there to him and asked 
Mr. Mitchell to go down as well, and he did. 
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Mr. DeWrnxp. Well, but despite your statement that you wished 
the case to be prosecuted, you did not recommend prosecution to Mr. 
Hill when you sent it to him. Now, I am asking you, didn’t you know 
at that time that he was disinclined to prosecute 

Mr. Cavptr. What about this letter that was just read out here 
in the open awhile ago that we felt the people were guilty and felt 
they should be prosecuted ¢ 

Mr. DeW:Nv. You didn’t say they were guilty. 

Mr. Cavpte. Well, let’s see. Do you remember the date of that 
letter? 

Mr. DeWryp. That is the letter of September 27, 1945, in which 
you state that you would like Mr. Hill to examine the case and consult 
with agents and other witnesses and conclude and advise you whether 
or not prosecution might be feasible. 

Mr. Cavprr. Yes, sir, but I said more than that, though. 

Mr. DeWixp. What I am asking you is: Did you at that time 
know as a result of vour conferences with Mr. Hill that he was dis- 
inclined to prosecute ? 

Mr. Cauptr. I don’t remember. I know Mr. Hill never was in- 
clined to prosecute this case after Mr. Mitchell left Birmingham. 

Mr. DeWinpv. Well, how about before that ? 

Mr. Cavunte. I just don’t remember. 

Mr. DeWrnp. If you knew that Mr. Hill was disinclined to prose- 
cute at the time of this letter, then the letter seems to me to be caleu 
lated to get a recommendation for no prosecution. 

Mr. Cavprr. No, sir. 

Mr. DeWixp. You asked for his opinion. If you had any advance 
notice that his opinion was against prosecution, that was just the 
way to get a recommendation of no prosecution. 

Mr. Cxcpir. We gave him our opinion as well. 

Here it is here. 

Mr. DeWinp. At that point you had an opinion from Mr. Mitchel! 
that the case should be prosecuted. Now, why did you need to go 
out and get Mr. Hill’s opinion ? 

Mr. Cauptr. Well, I don't know whether I sought Mr. Hill’s opinion 
or not. 

Mr. DeWinv. But you did. It is right in the letter, Mr. Caudle. 
paragraph 2. 

Mr. Cavupir. I referred to a conference, yes, sir. And here is para 
graph 4, which says that as a result of our review of the file in this 
office we are of the opinion that consideration should also be given 
to the prosecution of these individuals for filing a false and fraudu- 
lent partnership return and a violation of 92 (b). 

Mr. DeWinv. But this is not a recommendation. You want his 
consideration and opinion again. 

Mr. Caupte. I tell vou one thing, Mr. DeWind. It certainly is not 
unusual to write a United States attorney and ask his opinion on a 
doubtful case. 

Mr. DeWrnp. I am not saying it is unusual. T say you had a con- 
clusion from your own assistant that the case should be prosecuted 
You state it is your view that it should be prosecuted. Yet, despite 
that, you only ask for an opinion. That is very clear, that that is 

what happened. 
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Mr. Caupte. That is a surmise. I do not know what took place 
between Mr. Hill and me. I just don’t remember the conference. 1 
can’t make up something that I don’t know. 

Mr. DeW inp. But we do know this, that at that time you put in the 
file this statement: “There are many proclaim the innocence of these 
people.” 

Mr. Caupte. Yes, sir. 

Mr. DeWrinv. Which is perhaps some indication of your mental 
viewpoint at that time. That was the memorandum in which you 
say: “I talked with Hill.” And right after that sentence, “I talked 
with Hill,” there is this statement: “There are many proclaim the 
innocence of these people.” 

Now, does that refresh your recollection that Mr. Hill was dis- 
inclined to prosecute and when you sent this letter to him asking for 
his opinion you already had an idea that he would recommend against 
prosecution ¢ 

Mr. Cavprie. I just can’t remember that, Mr. DeWind.  T just can’t 
do it. 

Mr. DeWrnp. Well, you see, of course, clearly, Mr. Caudle. that 
if that were the situation, that might be construed as an effort to pre- 
vent the prosecution of the case by referring it to Mr. Hill to get his 
opinion, 

Mr. Cavupte. I will tell you one thing. I will say this I do not 
think that Mr. Hill has a prosecution complex. I don’t think he has. 

Mr. DeWrnp. Then is that any way to treat a case that you are 
determined should be prosecuted ¢ 

Mr. Caupie. Well, sir, I know one thing about it. When the gen- 
tleman came back and I talked to Mr. Mitchell, I told lim if Mr. 
Hill was not willing to present the case to the grand jury in Birming- 
ham, to go on down to Mobile and do it. 1 don’t know what else 
I can do, sir. 

Mr. DeWrnp. All that the record shows, Mr. Caudle, is consistent 
with the viewpoint that you were acquiescing in no prosecution. 

Mr. Cauptr. No, sir. 

Mr. DeWinn. Well, I say the record is that. You Say to the 
contrary. 

Mr. Cavpie. I don’t think Mr. Riley Campbell would say that, sir, 
when the file eame back and everybody recommended no prosecution 
and they recommended the ease be civilly closed, and L was against 
it, and T called Mr. Campbell over the phone and told him to please 
send that file back to us if he could to strengthen the case. 

I think this, Mr. DeWind. I can’t remember here now, sir, but I 
think that after Mr. Mitchell recommended prosecution, he raised 
some doubts in the case with me. 

Mr. DeWinpn. Well, that was much later. That was after he had 
conferred with Mr. Hill and Mr. Hill had presented all the difficulties 
to him and teld him Mrs. Sacher might change her testimony, that Mr. 
Mitchell began to weaken on the case. 

Mr. Cavupte. But you don’t believe I sent Mr. Mitchell down with 
some collusion between Mr. Till and myself not to prosecute this case / 

Mr. DeWinp. IT am not making any speculation. Lam just trying 
to determine the facts. And I am asking you, prior to sending Mr. 
Mitchell down and prior to sending the case to Mr. Hill, whether you 
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didn’t know Mr. Hill was disinclined to prosecute. We got this far, 


that vou did say that Mr. Hill was not prosecution-minded. 

Mr. Cavoie. I think Mr. Mitchell said that, sir. But I will tell you. 
It was the only place to bring a case. And ‘he was the only United 
States attorney—- 

Mr. DeWinp. But subsequently the suggestion was made that it 
be brought in Mobile. 

Mr. Cavpie. On aiding and assisting, ves, sir. I agreed to it. 

Mr. DeWinxp. Next, Mr. Mitchell called you saving he thinks you 
have a case for the grand jury. What do you say? Do you say, “All 
right”? No, vou say vou want to talk with Mr. Fountain and Mr 
Compbell to see if they agree. 

Mr. Cavupie. Maybe that is so, but I don’t remember, Mr. DeWind. 

Mr. DeWinp. Take a look at the file memo of the conversation of 
January 15, 1950. T understand the memorandum is in this file, Mr. 
Caudle. 1 will show it te you right now. 

Mr. Caupie. I want to read to you, while you are looking at that 
one, there, sir, this memorandum that Mr. Mitchell gave me on M: ay 
23. Here in the last two paragraphs, he says: 

At the writer's request, a copy of the supplemental report of Special Agent 
Cox was furnished this office by the Bureau of Internal Revenue. In this report 
Agent Cox stated that be had been unable to secure any evidence to prove that 
the diverted sales receipts were not entered on the books of the Gulf Coast Tobac 
co Co. and reported in their returns. He also stated that on March 21, 1949, he 
had attended a conference in Mr. ELill’s office with Messrs, Ledbetter and McNatt 
from the office of the regional counsel; that the evidence available had again 
been discussed; and that it had been the conclusion of Messrs. Lill, Ledbetter, 
and McNatt that prosecution should not be undertaken. Agent Cox also concurs 
in this conelusion, 

Iam also of the opinion that the Government does not have evidence available 
to prove thut these individuals understated their income for the years involved. 
Accordingly, IL also recommend that the case be returned to the Bureau of 
Internal Revenue for disposition on a civil basis. 

Respectfully, 

JOHN H. Mrrcuene. 
and that was when I began to get in conference with Mr. Riley Camp 
bell and talk to him several times about it. 

Mr. DeWinp. Isn't it true, Mr. Caudle, that vou had this conversa 
tion with Mr. Mitchell while he was down in Alabama, in which he 
stated that there was agreement that the case should be presented to 
a grand jury? 

Mr. Cavupie. Sir? 

Mr. DeWinv. Isn't it true that you got a telephone call while Mr. 
Mitchell was down in Alabama ? 

Mr. Cavpie. In Mobile? 

Mr. DeWinpb. Yes: saying they were all agreed that the case should 
be presented to a grand jury, and that nevertheless following that 
rou felt compelled to check again with Mr. Fountain and Mr. Camp 
Bell to be sure they agreed. 

Mr. Cavupie. | do not remember that, sir, Mr. DeWind. TI just 
don’t remember that, sir. 

Mr. DeWinp. Well, Mr. Mitchell testified to that. 

Mr. Caupir. Yes, sir; I may have done it. But I just don’t re 
member, sir. I know IL wanted to prosecute the case, sir. IL don't 
think anybody in the building can say that I didn’t. Congressman 
Boykin knew more than anybody else of my determination to try to 
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make a case out of this matter here, as well as Miss Bertha Scarborough, 
his secretary. 

Mr. DeWrnp. Well, what I am saying here: There seems to be 
repeated instances where people on your staff recommend prosecution 
in this case, and yet your response is always to ask somebody else's 
opinion. 

Mr. Cavuptr. Mr. DeWind, I am sorry you put that slant on the 
thing, but I can’t help your doing it. 

Mr. DeWinp. I am not trying to put a slant on the thing. 

Mr. Cavpie. If I wanted to talk to Mr. Riley Campbell and Mr. 
Fountain about the case, Ll reckon I had a right to do so without being 
criticized for it. I did want this case prosecuted. No one can say 
that I didn’t. 

Mr. DeWrnp. Let’s go to something else for a minute at least. When 
Mr. Mitchell came back from obtaining the indictments in Alabama, he 
has testified that vou refused to talk to him and that he got no further 
word. 

Mr. Cavpte. No, sir: at that time I will tell you what the fact was. 
At that time I couldn't get a report out of Mr. Mitchell. I couldn't 
understand why. ‘Today he explained it for the first time. And 
that was, as I understand it, that Mr. Peyton Ford had told him to 
report directly to him and not through the Tax Division, where he 
was customarily supposed—I know Mr. Turner Smith came in and 
talked to me about it. 

Mr. DeWtnp. You knew Mr. Ford was interested in the case / 

Mr. Caupie. | went and talked to Mr. Ford, and he and TIT both 
believed it should go to the grand jury. That was the case when 
Mr. Mitchell began to turn against me. sir. IT ean’t understand. I 
just couldn't understand it. But I knew something was taking place, 
sir,and Ldid not know what it was. 

Mr. DeWrnp. So w hen Mr. Mitchell came back, you directed that he 
get no more work. Isthat right ¢ 

Mr. Caupte. No, sir. 

Mr. DeWinp. That is not right / 

Mr. Cacoie. Well, now, when Mr. Mitchell came back. IT talked to 
Mr. Smith about it, and it was a personnel problem, Mr. DeWind. — It 
looked like to tie when | was depending upon the young Miah SO mu he 
and then he suddenly ( hanged his mine if looked like to me that the 
professional ability of the gentleman was not as honest——-now. I don't 
say that. but it worried me. It just worried me so. 

Mr. De Winn. But. good heavens, Mr. Caudle 

Mr. Caupir. Wait. now. Another thing. 

When Mr. Mitchell has this bitter feeling toward hits section chief, 
Turner Smith, he brought in to me the memorandum that he read 
here this morning and talked to me about it. And I said. “John, I 
wish you wouldn't file that in the file on Mr. Smith, because it is very 
unfair to him. LT think vou ought not to do that. I know that the 
gentleman has not done anything to thwart you in this case.” 1 told 
him that. sir. But T knew there was a bitter feeling that the gentle 
man had to me, and Teouldn’t help it. and T felt like if he felt that way 
the morale of the Division would sutfer by it. I know that I talked 
to Mr. Ford about it. IT never had anything personal against the 
young man, never. But I felt it was a personnel problem. And 








ee 
1260 INTERNAL REVENUE INVESTIGATION 


it was one. It was a personnel problem. He was bitter toward Mr 
Smith. I know that Mr. Slack got the two gentlemen together and 
tried to settle their differences, but I don’t think they ever did. 

Mr. DeWinp. Mr. Smith testified here this morning that you told 
him that you had lost confidence in Mr. Mitchell, following his han 
dling of the Ripps-Mitchell case: that he apparently had lost conti 
dence in you, and that you wanted him to have no more work, and Mr 
Smith testified that he told you he thought that was wrong but you 
were so adamant about it that he couldn't discuss the case with you. 

Mr. Cavupie. I don’t remember that. I do know that we discussed 
the matter, and I felt like that Mr. Smith agreed with me that Mr. 
Mitchell was against us both, and that it was a personnel problem. — | 
told Mr. Ford about it. Mr. Ford agreed with me, if 1 remember. 

Mr. DeWinp. Now, had there ever been the slightest conflict prio | 
to Mr. Mitchell’s recommending that the decision on the Ripps 
Mitchell case be changed and prosecution go forward ¢ 

Mr. Caupie. I don’t know whether they had any conflicts or not. 
At one time Mr. Smith was away and Mr. Mitchell was acting for | 
him, acting in his stead as acting chief, and one day I heard such, 
a commotion out there in the hall, in the office. I found out that Mr. | 
Mitchell was changing the attorneys’ offices around and switching 
secretaries and one thing after another. I didn’t want to bother with 
it, because it was Mr. Smith’s problem, but he wasn’t there. I aske« | 
Mr. Mitchell if he wouldn't come in, and I told him that the section 
chief was away on his vacation and that secretaries were sort of ( 
upset about it, and I felt the proper thing was to wait until the sec 
tion chief got back; that that was his responsibility. IT don’t know | 
why Mr. Mitchell did that, sir. I don’t know. He and I always got | 
along on a good basis. | 

Mr. DeWinp. After that little matter of changing secretaries o1 
desks or something, was that when you deprived him of all further 
work ? 

Mr. Caupie. No, but when he had come back from the Ripps-Mit 
chell case and I felt he tried to alienate or throw a barrier between 
Mr. Ford and myself—I just didn’t know. I felt like the gentleman 
was against me and Mr. Smith, and I felt like that he was just—he 
didn’t fit into the picture there in the Tax Division. It was a per 
sonnel problem, 

Mr. DeWinv. Why did you refuse to talk to him? 

Mr. Caupie. Well, I just don’t remember, I just don’t know, Mr. 
DeWind. 

Mr. DeWinp. Was that the way you generally dealt with personne! 
problems ¢ 

Mr. Cauptr. No, sir; I talked to most everybody that wanted to talk 
to me over there. 

Mr. DeWrnp. Well, you certainly refused to talk to him. 

Mr. Caupie. I felt deeply hurt about the thing. I felt deeply 
hurt about it. I felt deeply hurt about the fact that- 





Mr. DeWinp. Mr. Smith has testified that both he and, he believes. 
Mr. Rothwacks had tried to talk you out of that point of view. 

Mr. Caupie. Well, sir, they did mention to me about it, Mr. Rot! 
wacks did, about letting Mr. Mitchell have some cases. I told Mr | 
Rothwacks that I felt like that Mr. Mitchell had been acting under 
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Mr. Ford and probably should continue to be. Mr. Ford himself felt 
like that Mr. Mitchell ought to be changed. He told me so. 

Mr. DeWinpv. Well, why did he feel that / 

Mr. Caupte. I don’t know, sir. 

Mr. DeWinv. Did Mr. Ford, when you were discussing this Ripps- 
Mitchell case, caution you to be very careful about disclosures you 
might make on the Hill? 

Mr. Caupie. I don’t know about that, sir: but T was careful anyway. 

Mr. DeWinp. But I am asking you: Did Mr. Ford caution you 
against making any disclosures ¢ , 

Mr. Caupte. I do not remember whether he did or not, Mr. DeWind. 
[ just don’t remember. 

Mr. DeW inp. You mean you wouldn't remember a thing like that, 
being cautioned 7 

Mr. Caupte. 1 do not remember, sir. I know I told Mr. Ford that 
Mr. Boykin had called me many times, many times. 

Mr. DeW inp. Well, Mr. Mitchell testified here this morning that 
his whole plan of attack on the case had apparently been conveyed to 
Mr. Boykin, who called him and reviewed it step by step, providing 
him with answers to each step, and he said he was distressed about 
that, and so was Mr. Fountain. 

Mr. Caupie. That was another thing that I felt deeply hurt about, 
because I had not done that, and I did not think that Mr. Mitchell 
ought to make those representations to me about meeting Mr. Ford 
or anybody else about it. Because I will tell you when the case went 
down to the grand—I knew none of the facts about the matter other 
than what I could remember from conferences. And I wouldn't 
tell Frank Boykin or anybody else about the case that we were in- 
terested in. I don’t think Mr. Boykin will say so either. I wouldn't 
dare do it, 

Mr. DeWtnp. Well, did Mr. Ford caution you about the matter, 
nevertheless ¢ 

Mr. Caupie. I do not remember. That is what Mr. Mitchell said 
Mr. Ford probably told him, but I don’t remember. Mr. Ford and 
I talked about the case, and he and I both felt it should go to the 
grand jury. 

Mr. DeWtnp. Mr. Mitchell said Mr. Ford told him to make no more 
reports to you unless requested by the Attorney General. 

Mr. Cavupir. Yes. If he did that, he probably did it based on 
Mr. Mitchell's recommendation. I felt deeply hurt about it, sir. If 
you were in charge of the Division like I was, you would be too. 

Mr. DeWinp. Did you ever discuss the matter with Mr. Ford, the 
matter that you were deeply hurt about this lack of confidence ? 

Mr. Caup.e. No, sir; I don’t believe I ever told Mr. Ford that, sir. 

Mr. DeWinp. When Mr. Ford cautioned you, didn’t you respond ? 

Mr. Caupte. I don’t remember if he did, Mr. DeWind. He could 
have. I could have cautioned him, too, sir. 

Mr. DeWrinp. Well, did you? 

Mr. Caupie. I don’t remember. I don’t remember, sir. I don’t 
remember, 

Mr. DeWrnp. Well, when this case was successfully presented to a 
grand jury, did you tell Mr. Mitchell you thought he had done a good 
job and that was what you wanted to get done? 
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Mr. Caupie. I think I did. I don’t know, sir, but I know he did. 
I know one thing. They indicted the two women down there and 
indicted the two men. T was sort of sorry that they indicted the 
women, because we felt like the men were the guilty ones. And I 
remember, about 10 or 15 days or maybe a month thereafter, Mr. 
Boykin called me about 7 o’clock one morning and said that Mrs. 
Mitchell had taken a .45-caliber pistol and blown the top of her head 
off. 

[ thought that Mr. Mitchell did a good job. I don’t think there is 
any question about it. But I felt like it got to the point where he 
didn’t like me any at all. 

Mr. DeWinxp. Well, do you recall that you were earlier asked the 
question “Did you have any objection or criticism about the way the 
case was handled ¢” and your reply was: “Not one bit in the world; 
nocriticism. [had no criticism to make about the case.” 

Mr. Caupie. | did not have any criticism to make about the case, 
Mr. DeWind. I didn’t have any. 

Mr. DeWixp, And yet Mr. Mitchell comes back from the suecess- 
ful presentation of the case and he is deprived of all future work in 
the Tax Division. 

Mr. Caupie. Well, Leither felt, Mr. DeWind, that if Tam in charge 
of the Division, and personnel—there is always a problem there, sir. 

Mr. DeWinp. But this apparently is a problem that arose between 
December of 1949 and January of 1950, when Mr. Mitchell changed 
his mind and thought this case should be prosecuted, 

Mr. Caupie. Yes, sir, when Mr. Mitchell changed his mind 
sure did worry me. 

Mr. DeWinxv. But you changed your own mind, Mr. Caudle. 

Mr. Cavoie. How did T change my mind ¢ 

Mr. DeWixp. You said when Mr. Pearson came in you said this 
ease should be sent to the grand jury, and you had previously said 
it should not be. 

Mr. Cavonie. But T tell vou what IT made up my mind to do, sir. 
When Mr. Jack Anderson in that conference told us about the rumors 
on the streets in Mobile, the rumors that the case had been fixed and 
evervthing, I made up my mind—I think I told Mr. Pearson if we 
didn't have a case we were going to send tt to the grand jury and prove 
tothe people in Mobile that there was no case there, sir. That is what 
Limeant when I talked to Mr. Pearson about it. 

Mir. DeWinp. To prove that there was no case / 

Mr. Catone. Yes, sir. Uf we did not have a case, then the people 
in Mobile, the grand jury, will know it. 

Mr. DeWinp. Well, that is different. You thought that by present- 
ing the case out there you could show there was no case. 

Mr. Caupite. No, no. You just slant these things the wrong way. 

Mr. DeWinp. Tam trying to understand what you said. You said 
you thought that by presenting the case out there you could show the 
people out there that there was no case. 

Mr. Caupie. I did not tell Mr. Pearson that. I tell you my memory 
is dim on the thing. I felt like the case should go to the grand jury 
after I had talked tohim. Isure did. And when the article came out, 
when he wrote the article that he did, and Mr. Mitchell changed his 
mind, he felt the same way. 
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Mr. DeWrinv. Mr. Chairman, those are all the questions I have. 

Mr. Byrnes. I would just like to make inquiry briefly on this rela- 
tionship between yourself and Mr. Mitchell after he returned from ob- 
taining the indictment. 

Mr. Cavupie. Yes, sir. 

Mr. Byrnes. It is my understanding from Mr. Mitchell's testimony 
that he made constant efforts to get to see you. , 

Mr. Caupie. Well, now, Mr. Byrnes, maybe he did. The gentleman 
probably did. But I was deeply hurt about what Mr. Mitchell had 
done tome. Iknow [had honored the young man. I know that when 
I first came into the division I got him a substantial raise in salary 
because I thought he was worth it. I asked the section chief to make 
him assistant section chief. I had always gone along with him in the 
recommendations. But then when he changed 

Mr. Byrnes. You thought he had done a good job in this case, do I 
understand, too ¢ 

Mr. Caupie. I thought he did a good job in this case. Mr. Byrnes. | 
don’t think there is any question about that, sir. 

Mr. Byrnes. All right. Then he comes back, and you won't even 
talk to him. You won’t even discuss why you feel aggrieved with 
him, after all you have done for him in the past. 

Mr. Caupte. You can criticize me for that, sir. Maybe I deserve 
to be criticized for not talking to him. I know Mr. Slack tried to 
get him and Mr. Smith together for a long time, and they couldn't get 
together. Mr. Smith was his superior as far as the ranking went 
in the place. 

But I tell you the way I felt, Mr. Byrnes. When he would go up to 
Mr. Ford and make these recommendations to him, which I believe 
that he made, I felt like that the warm relations between Mr. Mitchell 
and myself couldn’t continue. And you would have felt the same way 
had you been in my place. 

Mr. Byrnes. You did not have to have a warm relationship with 
him, but it would seem to me that you might have at least seen the 
gentleman and talked tohim. It is my understanding that you simply 
closed the door to him. Is that not correct / 

Mr. Caupie. Now, whether I closed the door to Mr. Mitchell or not, 
I don’t know, sir. I know shortly after Mr. Mitchell came back from 
this trip Mr. Ford talked to me and wanted to put him on the Kansas 
City case, and I told him I had no objection to it and thought it was 
a very good idea. 

Mr. Byrnes. That was some time after he got back / 

Mr. Caupie. Yes, but after Mr. Mitchell got back several memo 
randa of his came through my office. 

Mr. Byrnes. It was my understanding there was quite a volume of 
work to be done at that time. 

Mr. Caupte. I know we always had a volume of work in the place; 
yes. 
Mr. Byrnes. Did you take any steps to have Mr. Mitchell replaced 
in your section ? 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. When did you take that step? 

Mr. Caupir. I took that step the first chance I could get anybody 
approved. 

Mr. Byrnes. I did not understand. 
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Mr. Caupie. I took the step to get someone in there the first moment 
I had a chance to put someone in, because Mr. Mitchell, I think, still 
stayed on the Tax Division payroll while he was in the Crimina|! 
Division. 

Mr. Byrnes. Well, when was that first opportunity ? 

Mr. Caupie, I just don’t remember, but you will have to get the 
enrollment records out there and see. Because we put one or two on 
I know July Ist I was told that we didn’t have sufficient money to 
put anybody on, because, you see, there was still no vacancy for him. 

He had gone to the Criminal Division, but he was still on our 
payroll, 

Mr. Byrnes. When did you first talk to Mr. Ford about the advis 
ability of having Mr. Mitchell transferred ¢ 

Mr. Caupzie. | talked to Mr. Ford, Mr. Byrnes—I do not remember 
just when; but, if I remember, Mr. Ford felt the same as I did; that 
because of Mr. Mitchell's attitude the Tax Division was not the place 
for him as long as L was down there. 

Mr. Byrnes. Which was more important as far as you were con 
cerned, your personal feelings, or getting some work done in that 
office ¢ 

Mr. Caupie. Well, I tell you one thing. Had Mr. Mitchell re- 
mained, from the attitude I got from the men in the section down 
there, sir, it would have been retarded. It was a question of morale. 
It was a question of a personnel problem. 

Mr. Byrnes. As I understood, everybody had confidence in Mr. 
Mitchell's ability. 

Mr. Caup.e. Yes, sir. I don’t question it. 1 have confidence my- 
self in the gentleman. But his attitude was what hurt me so. It 
hurt me deeply. It sure did. 

Mr. Byrnes. Well what do you mean by “attitude”? It seems to 
me that a man who is trying to get to you, who is knocking on 
your door to talk things over with you, has an attitude of trying to 
straighten things out. 

Mr. Caupie. Well, sir, 1 know Mr. Mitchell had made disparaging 
statements about me. I had heard that he had. And if he had that 
attitude about me, and had the same attitude toward Mr. Smith, and 
probably two or three others in the section, I thought it was a personne! 
problem that anyone who was head of the division would have to pass 
on and act on, and I did, and I assume the responsibility for it. 

Mr. Byrnes. So you just kept him there without anything to do, 
and he was drawing his pay without anything to do. 

Mr. Cavupie. No, sir. I don’t know how long Mr. Mitchell re- 
mained in the place there on his return, because he had a lot of files 
on his desk when he left. But I know that not so long thereafter he 
was sent out to handle these cases in Kansas City. 

Mr. Byrnes. Well, now, you know that he was complaining through 
Mr. Rothwacks or through Mr. Smith that he did not have anything 
to do. do you not 4 

Mr. Caupte. Yes, sir: they told me he had some complaints about 
it. 

Mr. Byrnes. You knew he was not doing anything. 

Mr. Catpie. Yes, sir. 

Mr. Byrnes. And vet you kept him there just the same. 
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Mr. Caupie. Well, Mr. Byrnes, there is no question about that, sir. 
I felt like the man had done me a grave injustice. 

Mr. Byrnes. That is why I asked which is more important, your 
personal feelings or getting some work done in the office / , 

Mr. Caupte. Well, sir, it is a question of personal opinion, Mr. 
Byrnes. I felt deeply hurt about the thing, deeply hurt about the 
thing. 

Chairman Kine. You may be excused, Mr. Caudle. 

Mr. Byrnes. Just one question before you do that. ] ami sure vou 
want the record to be straight. 

When I was questioning you before about receiving telephone calls 
from people other than Congressman Boykin, I think you testified 
today that you hadn't received any outside calls. 

But did you not testify the other day that either Mr. Carroway 
or Mr. Roche of the Democratic National Committee had called you 
on this case ? 

Mr. Cavpie. Yes, sir: Mr. Carroway called me on the case, I believe, 
one time. 

Mr. Byrnes. Are you sure that there were not other calls? 

Mr. Caupte. I do not remember any other calls. If there were. I 
would sure tell you. I just don’t remember any others. 

Mr. Byrnes. Did Mr. Carroway call you more than once? 

Mr. Cavpte. He may have. 

Mr. Byrnes. On this case / 

Mr. Cavupte. I do not know, sir. 

Mr. Byrnes. Did Mr. Roche call you on this case ? 

Mr. Cavupte. I don’t think Mr. Roche ever called me on this case. 
Mr. Byrnes. You do not recall anybody else / 

Mr. Caupir. No, sir: I don’t, sir, except Mr. Bovkin and his 
eretary, 

Mr. Byrnes. That is all. 

Chairman Kine. You are excused. 

Mr. Caupter. Excused for the afternoon ? 

Chairman Kine. Yes. 

Mr. Mitchell, would you please resume the stand ¢ 


I, 


TESTIMONY OF JOHN H. MITCHELL, PRINCIPAL ATTORNEY 
CRIMINAL DIVISION, DEPARTMENT OF JUSTICE—Resumed 


Mr. DeWinp. Mr. Mitchell, vou have heard the testimony here this 
afternoon, have you not / 

Mr. Mircnent. Yes, sir. 

Mr. DeWinv. Have you heard all of it, this afternoon? 

Mr. Mrrenenn. I was here all afternoon. 

Mr. DeWinp. Mr. Mitchell, do you recall any single instance im 
which Mr. Caudle urged you to get this case out for prosecution ¢ 

Mr. Mrrenens. I do not, sir. 

Mr. DeWinp. Can you say that no such instance occurred / 

Mr. Mrrenevn. The only instance [T recall where the question came 
up of getting the case out was when Miss Scarborough called me and 
isked for an extension of a conference date which Mr. Dunne had 
requested. And I do recall, T believe, as a result of that instance. o1 
come time thereafter, that T did tell Mr. Caudle that T felt that the 
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case had been in the office a long time and we ought to get it out. Mr. 
Caudle agreed with me. 

Mr. DeWunp. Was that the only instance that mamenee in th 
course of this case where there was any suggestion about moving 
the case forward? 

Mr. Mrreuect, That is my best recollection, sir. 

Mr. DeW inv. Mr. Mitchell, did you attend the conference that i 
referred to in the file of September 16, between Mr. Hill and Mr. 
Caudle ¢ 

Mr. Mrreurii. That has troubled me very much. I went throug): 
the file and attempted to refresh my recollection on that point. | 
still have no recollection of attending that conference. 

May I continue, sir? 

Mr. DeWinp. Yes. 

Mr. Mrrenent. Tam puzzled about that, because after there seemed 
to be some feeling, I might say, between Mr. Caudle and me, for my 
own purposes [T reviewed my oilice file and made a running memo- 
randum of the sequence of events in the case. I find in my memoran 
dum, which was made, I think, about the first part of December of 
149, a statement that on September the 27th, 1948, a letter was 
written directing the United States attorney to proceed with the 
prosecution, There is no such letter in the file as that. I find a 
letter which was sent to Mr. Hill, a copy of which is in the file, di- 
recting Mr. Hill to consider the matter and make a recommendation 
on it. My initials appear on that letter, but I frankly have no reco! 
lection of having written that letter. IT would not say that [ haven't. 
I talked to my secretary and asked if she recalled writing the letter. 
She could not recall whether she did or not. There were times, of 
course, when letters were rewritten and the initials of the original 
attorney were included on the letter, but frankly I cannot reeall just 
what happened about the letter which was actually sent out. 

Mr. DeWixp. The summary you refer to which says that the lette: 
of September 27 was prepared recommending prosecution : That sum. 
mary Was prepared by you in December of 1949? 

Mr. Mrretenn. Yes, sir. 

Mr. DeWtnxn. But the only letter in the file is the letter whieh has 
been referred to here, which did not recommend prosecution. 

Mr. Mrrenuree. That is right. I also went through my persona! 
file and also found no copy of a letter there, sir. Frankly, I just 
can't recall any better than that what happened on that oceasion. 

Mr. Byrnes. Am I to understand that there is a missing letter in 
this file 

Mr. DeWinp. Tf T understand what Mr. Mitchell says, it is that 
his summary of the case prepared in December of 1949, refers to : 
letter of September 27, 1948, to Mr. Hill recommending prosecution, 
and yet the only letter in the file is a letter which does not recommend 
prosecution but is dated that same date and recommends a review of 
the file and the expression ofan opinion, Mr. Mitchell Says he does not 
recall preparing that letter, although it bears the initials TLC : JTEM. 

Is that a fair summary of what you were saying, Mr. Mitchell / 

Mr. Mrrenenn. Yes. sir. T don’t wish to create the implication 
that a letter has been removed from the file. Tami just puzzled abou! 
the events that occurred as of that time because of the memorandt: 
which had been made in December of 1949. 
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Mr. Byrnes. There is a discrepancy between your memorandum 
that you made in going through the file and what now appears in 
the file on subsequent examination. 

Mr. Mrrenevi. That is right; ves. 

Mr. Byrnes. Now, there is in the file, Mr. Mitchell, your memo- 
randum of September 21, 1948, which flatly recommended prosecu- 
tion at that time. 

Mr. Mircnens. Yes, sir. IT have seen that. 

Mr. Byrnes. Your subsequent change of mind about the case re- 
sulted, as T understood your testimony, from the arguments that Mr. 
Hill presented in Birmingham relating to possible change in Mr. 
Sacher’s testimony and other weaknesses in the case as Mr. Hill saw it. 

Mr. Mrrenen.. That is right. That was the first time I had any 
doubts about the case. T had recognized that it was a difficult case and 
the evidence was not too strong, but T thought the facts warranted 
prosecution, up to the conference in Birmingham on January the 30th 
and February the Ist. It lasted 2 days. 

Mr. Byrnes. Well, now, are you prepared to say that when Mr. 
Turner Smith and you discussed the case in December of 1949, at the 
time you prepared those two memoranda under no possible const rue- 
tion of Mr. Turner’s words to you could it be considered that he was 
telling you that Mr. Caudle wanted the case prosecuted ¢ 

Mr. Mrrenen.. I wish to be fair to Mr. Smith. That was the in- 
ference I drew from the conversations. 

Mr. Byrnes. You had the inference that he did not wish the case 
to be prosecuted. 

Mr. Mrrenentn, That is right, sf. 

Mr. Byrnes. Could it possibly have been said that he did wish the 
case prosecuted / 

Mr. Mirenecn. Well, no one ever told me that. 

Mr. Byrnes. After you returned and the indictment had been re 
turned, did Mr. Caudle ever compliment you on having done a good 
job in bringing this case through to at least the stage of indictment ‘ 

Mr. Mrrcenenn. No, sir. 

Mr. Byrnes. Did anybody else in the Department / 

Mr. Mrreneni. Mr. Ford, at the time LT returned the indictment, 
complimented me, and Mr. Ford called me from White Sulphur 
Springs, where he was at the time, when these people pleaded guilty. 
and was very highly complimentary of the successful conclusion of 
the case. 

Mr. Byrnes. You never received any word from Mr. Caudle that 
he was pleased that you had been so successful ? 

Mr. Mirceurnn. No, sir. 

Chairman Kine. You may be excused, Mr. Mitchell. 

Mr. Mireur... Might I clarify one other matter that has been 
raised ? 

Mr. Caudle refers to a conference with Mr. Pearson. And might 
I give the committee my best recollection of that / 

Chairman Kine. You may. 

Mr. Mrrenecs. Some time——I assume it was some time in November 
of 1949, IT was called to Mr. Caudle’s office. Mr. Pearson and lis 
assistant, Mr. Anderson, and Mr. Smith were there. They were 
seated. T don’t know how long they had been there. T was asked to 
tell Mr. Pearson why I did not feel that there was a case. TI explained 
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to Mr. Pearson briefly what I had incorporated in my memoranduin, 
the previous spring, in which I concur ned with the views of the other- 
that there was insufficient evidence. Mr, Pearson then said that there 
was some skulduggery in the matter. IT asked him what he meant, and 
he said that Mr. Ben Leader, who had been Mr. Hill's former lay 
partner, was in the case. IT asked Mr. Pearson if that was all, and 
observed that I saw that as no reason for criticizing Mr. Hill, merely 
the fact that his former law partner was in the case. Mr. Pearso: 
has several times referred to furnishing the Department of Justice 
with evidence which enabled the Department to successfully prosecute 
the case. If he did, I want to say that I never saw that evidence. 

Mr. DeWrnp. Mr. Mitchell, in that connection, just one more 
question, 

Can you recall the names of attorneys who, from time to time, 
represented the t taxpayers in this case / 

Mr. Mrrenecs. The first attorney with whom I conferred was a Mr. 
Atwood Cranston, who was connected with the firm of David Kame 
man in New York. Kamerman has an accounting firm, and two men 
by the name of Rasch and Berendi, I believe, had engaged Mr. Cran 
ston to appear with them before the Bureau of Internal Revenue for a 
conference. Mr. Cranston then came in once and talked to me and 
wesked for a conference. Mr. Dume asked for a conference. And 
I can't recall the names of the two other law firms who at that time 
asked for conferences. 

In any event, | was confronted with a situation of four law firms 
asking for a conference in the case. So I decided the simplest way 
to resolve the matter and determing who was representing these tax 
payers Was to set a date and invite all of them to appear for the con 
ference. Mr. Dunne was the only one who appeared. 

After the case went to Birmingham, I understood that Mr. Walter 
Will Bankhead and Mr. Ben Leader represented the taxpayers. | 
never had any conferences with them. When I finally received au 
thorization to proceed to Mobile and present the case to the grand 
jury, there was a man-—I believe his name was Jones—and Mr. Ay 
derson and Mr. 1. T. Cohen also appeared at a conference which I had 
heen requested to afford the taxpayers before actually presenting the 
case to the grand jury. 

Mr. DeWinv. That was down in Alabama that Mr. 1. T. Cohen 
appeared in the case? 

Mr. Mirenen.. Yes. 

Mr. DeW inp. Did Mr. Nicholson or Mr. Caudle of Nicholson ani 
Caudle ever appear in the case? 

Mr. Mrreness. I understand that Mr. Nicholson represented the 
taxpayers for a short period of time, but I never had any conference: 
with Mr. Nicholson or had any dealings with him. 

Mr. DeWinp. Were there any other attorneys who appeared in the 
record as having represented the taxpayers ? 

Mr. Mirenecn. After the indictment was returned and while IT wa 
working in Kansas City, Mr. Morris Schenker of St. Louis calle: 
on me on two oecasions and inquired whether some arrangement cou! 
be made. 

I believe his first proposition was that we now process the case t 
Mr. Mitchell and let Sam Ripps plead. And then he reversed it an 
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said, “We will now process to Mr. Sam Ripps and let Mr. Mitchell 
plead guilty.’ 

With respect to Mr, Ripps, I told him Mr. Ripps had had his oppor 
tunity and it was too late at that poimt. Mr. Schenker is a very 
persuasive individual, and I finally told Mr. Schenker that I frankly 
didn’t care whether he tried the case, whether he pleaded his men 
suilty, or we went to trial, that we were ready for trial, and I was 
firmly convinced we would get a conviction, and frankly L didn't 
care What he did, that there had to be a plea to the indictment by 
both defendants. 

We did finally agree that the male defendants would plead guilty, 
we would dismiss as to the two female ones. 

Mr. DeWinp. Was there any record in the file that Mr. Schweber 
had represented them ¢ 

Mr. Mrrenenn. I learned that in Mobile, that Mr. Schweber was 
inthe case. L never had any conferences with him. 

Mr. DeWinv. Do you find it typical in the handling of these crim 
nal fraud cases to have whatever this was, six or eight different attor- 
neys, show up in the case from time to time ¢ 

Mr. Mrrcenens. In some cases there are a great many attorneys. 
Apparently the taxpayers keep trying to find the right attorney, I 
suppose, 

Mr. DeWinp. Does the Department of Justice have any record 
that it keeps of appearances by attorneys in cases? 

Mr. Mitrcnen.. It is a customary practice for the attorney who 
holds conferences to make a memorandum of the conference, which 
is put in the file. 

Mr. DeWinv. Well, does the Department require a power of attor 
ney to be filed, or do people just make appearances 

Mr. Mrrenens. They just make appearances. 

Mr. DeWinp. So there is no formal record of the persons who rep 
resent taxpayers ¢ 

Mr. Mrrenec.. Not in the manner in which the Bureau of Internal 
Revenue requires. 

Mr. DeWinp. Thank you. 

That is all, Mr. Chairman. 

Chairman Kine. You may be excused, Mr. Mitchell. 

Mr. DeWinp. Mr. Chairman, | understand Mr. Mitchell wishes to 
return to Boston for the preparation of the Delaney case, and as far 
is Lam concerned, there would be no reason to detain him any further. 

Chairman Kine. In that case vou may be excused to return to 
boston, Mr. Mitchell. 

I wish at this time to indicate my pleasure in noting the presence 
of Congressman Martin of Lowa on the stand, who, LT understand, has 
been here all day. a very distinguished member of our parent com 
mittee, the Committee on Ways and Means. 

We will now recess the committee until the hour of 10:30 tomor 
row morning. 

(Whereupon, at 5:35 p.m... Monday, December 3, 1951, the hearing 
was recessed until Tuesday, December 4. 1951, at 10230 a.m.) 
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TUESDAY, DECEMBER 4, 1951 


Hovse or Representatives, 
SUBCOMMITTEE ON ADMINISTRATION OF THE 
InrerNAL Revenve Laws or THE 
Comairrer ON Ways anp MEANS, 
Washington, D.C. 

The subcommittee met at 11 a. m., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subeonm ttee ) 
presiding. 

Present : Representatives King, O’Brien, and Byrnes. 

Also present: Representatives Woodrull, Mason, and Martin, mem- 
bers of the Committee on Ways and Means. 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee; Charles S. Lyon, assistant counsel; Bruno Schachner, 
special counsel; Howard D. Levine: William A. Silk: and Charles W. 
Day Is, clerk of the Committee on Way sand Means. 

Chairman Kine. The subcommittee will be in order. 

Will vou be sworn, Mr. Ford? Do you solemnly swear the testi- 
mony you will give will be the truth, the whole truth, and nothing 
but the truth, so help you God ¢ 

Mr. Forp. I do. 

Chairman Kine. Be seated, Mr. Ford. 


TESTIMONY OF PEYTON FORD, FORMERLY DEPUTY ATTORNEY 
GENERAL OF THE UNITED STATES 


Mr. DeWinp. Mr. Ford, until recently you were Deputy Attorney 
General of the United States, were you not? 

Mr. Forp. Yes. 

Mr. DeWinp. When did you resign that office? 

Mr. Forp. In August. 

Mr. DeWinpv. August of this year? 

Mr. Forp. Yes, sir. 

Mr. DeWinp. How long had you held the office of Deputy Attorney 
General ? 

Mr. Forn. Since the latter part of 1947. 

Mr. DeWrnp. Prior to being appointed Deputy Attorney General, 
did you hold any other positions in the Department of Justice? 

Mr. Forp. I was Assistant Attorney General in charge of the 
Claims Division. 

Mr. DeWrxv. How long had you held that position, Mr. Ford? 

Mr. Forp. Approximately a year. 
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Mr. DeWinxp. And prior to that, had you been associated with t]) 
— oy of Justice / 

Mr. Forp. | was special assistant to the Attorney General for 
brief period of time. 

Mr. DeWrvxpv. Before that, what had your position been ? 

Mr. Forp. I was in the Navy before that. 

Mr. DeWinp. Prior to the war, had you been with the Departme: 
of Justice, or not? 

Mr. Forn. No. 

Mr. DeWinxp. Were you engaged in a private law practice? 

Mr. Forp. Yes. 

Mr. DeWinp. Mr. Ford, I wonder if you would briefly tell the 
committee what the duties of the Deputy Attorney General are? 

Mr. Forp, Well, they are not defined by statute. It is sort of com 
parable to the executive officer on a ship. It is general supervising 
powers; reports to the Attorney General on policy matters; as liaison 
to Congress: and handles and processes appointments of the Unite: 
States attorneys and marshals and judicial appointments. 

Mr. DeWixp. Does the Deputy Attorney General exercise any de 
gree of supervision over an Assistant Attorney General? 

Mr. Forp. Not in any question of personnel, or questions of that 
nature; those usually go through the administrative assistant. On 
questions of policy concerning cases, or things of that nature, yes. 

Mr. DeWixp. That is. as to all of the Assistant Attorneys General, 
the Deputy Attorney General exercises general supervision ? 

Mr. Forp. That is right. 

Mr. DeWixp. Now, in the case of tax cases before the Tax Division, 
what sort of policy issues would cause the Deputy Attorney Genera! 
to concern himself with a case? 

Mr. Forp. If the case was of public interest, and if the Attorney 
General asked the status of the case, or if the Congress was Interested 
in a case, 

Mr. DeWinp. Mr. Ford, when did the so-called Ripps-Mitche! 
case first come to your attention, can you remember ? 

Mr. Forp. The latter part of 1949. 

Mr. DeWinp. In the latter part of 1949? 

Mr. Forp. Yes. 

Mr. DeWixp. How did the matter come up? 

Mr. Forp. I think that I got a call from a newspaperman, or | 
got a call from a United States attorney that a newspaperman wa: 
inquiring about the case, and Tam not sure which, 

Mr. DeWinxp. What were you told about the case, and what was t!) 
nature of the inquiry? 

Mr. Forn. The nature of the inquiry was that they were inquiring 
about why the case had not been prosecuted. 

Mr. DeWinp. What did you do after you had received this inquiry ‘ 

Mr. Forp. I asked for a status report on the case, and I think John 
Mitchell and Jim MeInerney came up to my office, and we discusse: 
the case. 

Mr. DeWixp. To whom did you make the request for the statu 
report ? 

Mr. Forp. I called the Tax Division, and T don’t remember who |! 
talked to. 

Mr. De Wrxv. Was it Mr. Caudle? 
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Mr. Forp. I think that he was away at the time. 

Mr. DeWinp. In his absence, to whom would you have spoken / 

Mr. Forp. I would have asked who wes hi: undling the case, because 
| wanted a report on it, and T may have asked his secretary. 

Mr. DeWinv. As a result, Mr. McInerney and Mr. Mitchell came 
io talk to you about the case / 

Mr. Forp. That is right. 

Mr. DeWinxp. What took place at that conversation / 

Mr. Forp. W ell, mv memory is that we discussed the case gene rally, 
and they said they had not been able to make the case because there 
was a certain hole in it. that is. there was a lack of legally sufficient 
evidence to conduct the prosecution. I asked that the case be re- 
viewed, and there was a further report made to me, and I discussed the 
case with Mr. Caudle and directed Mr. Mitchell to go to Alabama and 
present it toa grand jury, which he did do. 

Mr. DeWinp. Well, did you form the conclusion, from your con- 
versation with Mr. Me Inerney and Mr. Mitchell, that the case was 
one that should be forwarded to a grand jury’ 

Mr. Forp. No. At that time they felt that there was a lack of evi- 
dence, and then T asked that the case be re-reviewed: and my memory 
is that they reported, in Mr. Mitchell's recommendation, a subsequent 
auditor’s report had turned up, and on the basis of that the case could 
be made. 

Mr. DeWinp. Well, did Mr. Mitehell indicate to vou at that time 
any concern about the way the case had been handled ¢ 

Mr. Forp. No, not that I remember. 

Mr. DeWinxp. But you say after the first conference you had with 
him, he reviewed the matter and then told you that he thought a case 
could be made ¢ 

Mr. Forp. Yes. T think that he sent a memorandum to Mr. Caudle, 
and a copy to me: Tam not sure on that, but that is my memory. 

Mr. DeWixp. And then you directed Mr. Mitchell to roto Alabama 
with the case, and you told Mr. Caudle that that is what you had di- 
rected him to do, is that it / 

Mr. Forp. I discussed it with Caudle, and said that I thought he 
ought to go down there, and that the case could be made. 

Mr. DeWinxp. What did Mr. Caudle say ¢ 

Mr. Forp. Well. he reviewed it with me at the time, as to the rea- 
sons it could not be made the first time, and we talked about it gen- 
erally. And T asked him to prepare the papers, as [ remember, and 
send Mitchell down. 

Mr. DeWixp. At the time you discussed the case with Mr. Caudle, 
did he express any views about the case, as to whether it was a case 
that could stand prosecution or not 4 

Mr. Forp. He discussed the previous position, but T do not remem- 
ber discussing the subsequent position, other than I thought that 
we should follow Mitchell's recommendation. 

Mr. DeWinp. That is all that you can recall, is that he said the 
decision had been reached earlier that the case was not one that could 
be prosecuted ¢ 

Mr. Forp. That is right; that was the general opinion in the 
Division. 

Mr. DeWinp. Nevertheless, you told him that you thought the case 
should be sent forward on the basis of Mr. Mitchell’s new recom- 
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Mr. Forp. That is right. 

Mr. DeWinv. What was the next you heard about the case ¢ 

Mr. Forv. I think Mr. Fountain came in my office, and said that 
they were disturbed about the grand-jury proceedings, and that 
there were certain “leaks.” 

Mr. DeWixp. Mr. Fountain was the United States attorney in 
Mobile ¢ 

Mr. Forp. Yes, sir. 

Mr. DeWinp. He came to Washington to see you about the case ¢ 

Mr. Forp. He was up here on a United States attorneys’ conference. 

Mr. DeWixv. Excuse me; go ahead. What did Mr. Fountain say 
to vou 4 

Mr. Forp. They were disturbed about it, he and Mr. Mitchell; there 
were certain leaks that he thought were getting back to the proposed 
defendants. 

Mr. DeWinv. Did he indicate the nature of the leaks / 

Mr. Forp. Yes; he said he thought they were coming from a Con- 
gressman’s office. 

Mr. DeWinxp. What sort of leaks did he say there had been? 

Mr. Foro. That the Congressman was inquiring about the case, 
and was securing information on it, and he thought that the Congress- 
hitn Was passing it on to his constituents. 

Mr. DeWinp. That is, information about what the Department of 
Justice was doing with the case ? 

Mr. Forp. Yes. 

Mr. DeWinp. Did it include information as to the evidence that 
was to be presented to the grand jury ¢ 

Mr. Forp. I did not talk to him in detail on it. 

Mr. DeWinxp. Well, did Mr. Fountain say he thought it was pre- 
judicing the interests of the Government to have these leaks ¢ 

Mr. Forp. He said he thought it could be dangerous. 

Mr. DeWinxp. Did Mr, Fountain indicate to vou in any way what 
he believed to be the source of the leaks to the Congressman / 

Mr. Foro. He thought it was the Congressman calling down to the 
Tax Division. 

Mr. DeWinpo. Well, did he indicate to whom, at the Tax Division, 
he thought the calls had been made ¢ 

Mr. Forp. No. 

Mr. DeWinp. Did vou inquire at that time whether he had any 
particular person in mind ¢ 

Mr. Forp. Well, we presumed he was talking of Mr. Caudle, or 
possibly -- 

Mr. DeWinp. I didn't quite hear that. 

Mr. Forp. We presumed he was talking of Mr. Caudle, or possibly 
Mr. Smith. 

Mr. DeWixp. Well, apparently as a result of your conference with 
Mr. Fountain, you personally were satisfied that it would be either Mr. 
Smith or Mr. Caudle, is that correct / 

Mr. Forp. Well, that would be the normal procedure. 

Mr. DeWixp. What action did you take about Mr. Fountain’s com 
plaint ¢ 

Mr. Forp. I told him to report all information concerning the ease 
to me, or to the Attorney General, unless he heard to the contrary 
from the Attorney General. 
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Mr. DeWixp. Then what did vou do about the matter? 

Mr. Forp. Well. they reported to me. 

Mr. DeWinp. Did you take any further action concerning the com 
plaint of leaks? 

Mr. Forp. I talked to Mr. Caudle and told him, as I remember, that 
I wanted him to report to me, because of these alleged leaks, and to be 
discreet in any further conversations with any Congressman concern- 
ing the case. 

Mr. DeWinp. Well. now, just when did you have this conversation 
with Mr. Caudle? 

Mr. Forp. Sometime after that: IT don’t know. 

Mr. DeWixp. Was it within a few days after Mr. Fountain came to 
your office / 

Mr. Forp. I would say so, but Tcouldn’t be sure on it. 

Mr. DeWixp. Well, what did Mr. Caudle say when you talked to 
him about the leaks / 

Mr. Forp. He said that he would be discreet. and he had been ealled 
a lot about the case from the Thill and he did not think that he had 
given out any Improper information, but it is difficult when vou receive 
calls from Congressmen not to talk to them, and it was my job in the 
Department to deal with the Congress. 

Mr. DeWinxp. Had you any prior dealings in connection with the 
Ripps-Mitchell case / 

Mr. Forp. No. 

Mr. DeWixp. Well. there is a letter in the file. the Department of 
Justice file, dated July 12. M48, addressed to Congressman Boykin, 
and setting forth an answer to an inquiry the Congressman had made 
concerning the status of the case, and the letter purports to bear your 
signature, that is, the letter was prepared for your signature. Do 
you have any recollection of that 4 

Mr. Forp. No. It is signed by me ? 

Mr. DeWinxp. The original. of course, is not in the file. But you 
have no recollection of that status report / 

Mr. Forp. No. 

Mr. DeWinp. Would that be a normal course of procedure for an 
inquiry of that kind to be answered over your signature ¢ 

Mr. Foro. Yes. signed hundreds of letters every day. 

Mr. DeWinp. Did anybody else in the Department have authority 
tosign your name to such reports 

Mr. Forp. My first assistant did. 

Mr. DeWinp. Who was that / 

Mr. Forp. When IT was not there, or when it was a routine report. 
That was Peter Brown, | believe, at that time. 

Mr. DeWtxp. Now, following your conversation with Mr. Caudle 
in which you cautioned him not to reveal any information abont the 
case, was it then that you instructed Mr. Fountain and Mr. Mitchell 
to report directly to the Attorney Greneral / 

Mr. Forp. No: Lt had done that before. 

Mr. DeWinxp. You had already done that 

Mr. Forp. Yes, sir. 

Mr. DeWinp. And then vou spoke to Mr. Caudle ¢ 

Mr. Forp. That is my memory on it. 

Mr. DeWinp. Did vou tell Mr. Caudle that he wasn’t going to get 
any more reports on the case / 
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Mr. Forp. I told him, as I remember it, that, “I am going to have 
them report to me.” 0 

Mr. DeWrnp. Is that a very unusual situation ¢ 0 

Mr. Forp. Not too unusual, when a Congressman is involved, 

Mr. DeWrxp. What I was referring to, would it be unusual to cut 
the Assistant Attorney General and his first assistant out of any 
information concerning a case in the Tax Division? 

Mr. Forp. Well, he was receiving information on the case when ‘ 
the indictment was returned, and it would be reported to the Division 
and would be made a part of the files. 

Mr. DeWinp. But as 1 understand it, you cut him off from any 
direct reports in the case; all information would come first of al! 
to you, and then, if he got any information, it would be only what 
you decided to pass along. 

Mr. Forp. No. I would pass along what the indictment would 
show, and so forth. 

Mr. DeWinp. But specifically, Mr. Mitchell and Mr. Fountain 
had been directed to make no reports either to Mr. Caudle or to Mr. 
Smith, as T understand it. 

Mr. Forp. I don’t remember about Mr. Smith; I just remember I 
told them to report directly to me. 

Mr. DeEWinp. Well, doesn’t that cut them right out of the regular 
channels of communication ‘ 

Mr. Forp. I would think so. 

Mr. DeWixv. Well, now, did that sort of situation arise frequently / 

Mr. Forp. Many times when Congressmen were interested In cases, 
1 would tell attorneys, or Assistant Attorneys General, to have them 
get in touch with me, or to report to me on it, 

Mr. DeWtxp. Well, perhaps [am not making myself clear. What 
I wanted to get at, Mr. Ford, was it an unusual situation to have re 
ports on the case made directly to you so that the Assistant Attorneys 
(ieneral and his first assistant were cut out of the regular channels 
of communication ¢ 

Mr. Forp. Certainly it is out of channels. 

Mr. DeWinp. Was that a very unusual situation ? 

Mr. Foro. Yes: it was unusual, but—— 

Mr. DeWinp. Had it ever happened before / 

Mr. Forp. Oh, ves. [ had direct reports to me on many cases. 

Mr. DeWinp. Well, had you ever directed that reports be made only 
to you, in other cases ¢ 

Mr. Forp. I had, when Congressmen were involved: ves. 

Mr. DeWinp. Can you remember what those cases were ¢ 

Mr. Forp. No. 

Mr. Byrnes. I wonder if you could tell us why a Congressman’- 
inquiry in the case should cause this circuitous route, and leaving out 
of some of the principals who should be concerned with the case? 

Mr. Forp. Well, it was my duty to deal with Congress. 

Mr. Byrnes. But it was your duty to get the information to them 
when they were asking, is that what you mean ¢ 

Mr. Foro. What is that? I did not hear you. 

Mr. Byrnes. What do you mean by “dealing with the Congress” / 

Mr. Forp. It was my duty to deal with Congress, that was one of my 
functions as Deputy Attorney General. 
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Mr. Byrnes. But I do not understand why, just because a Member 
of Congress has made an inquiry, everybody else is more or less cut 
out of the case. j 

Mr. Forp. It wouldn't be: that would not be true. 

Mr. Byrnes. Well, that is what happened here, is it not? 

Mr. Foro. That is right. 

Mr. Byrnes. That is what I think counsel is trying to get at, 
whether that is a usual situation or an unusual situation. 

Mr. Forp. I answered. 

Mr. DeWixp. What was the answer / 

Mr. Forp. I said certainly it was an unusual case. 

Mr. DeWrNpb. Was it unique / 

Mr. Foro. No; it wasn’t unique. 

Mr. DeWinpb. There had been other cases where vou saw to it that 
the subordinates in the Tax Division got reports and got information, 
but the top people did not 4 

Mr. Foro. 1 don’t remember the Tax Division. 

Mr. DeWinb. But you remember instances in other divisions where 
this same type of problem arose ¢ 

Mr. Forp. The general type of problem, and not precisely. 

Mr. DeWinp. Well, isn’t it a very undesirable situation where sub 
ordinates in a division are told not to report to their superiors on 
matters directly affecting the work of the division ¢ 

Mr. Forp. Not if the superiors are advised of it. 

Mr. DeWinp. Well, now, was Mr. Caudle advised that he was to 
get no further information concerning this case ¢ 

Mr. Forp. My memory is that I told him I was going to have them 
report to me. 

Mr. DeWinp. What did Mr. Caudle say about that 4 

Mr. Forp. Well, [| don’t think that he minded so much. It took 
some heat off of him. 

Mr. DeW inp. Mr. Caudle said here yesterday he was deeply hurt 
at the lack of confidence Mr. Mitchell showed in him, and it would 
seem to me, from what you say, that you had demonstrated a great 
lack of confidence in Mr. Caudle, yourself, is that a fair conclusion, 
from the course of conduct that was followed ¢ 

Mr. Forp. That is your conclusion. 

Mr. DeWrnp. Lam asking, is that the proper conclusion / 

Mr. Forp. I think that Mr. Caudle did resent the fact that Mr. 
Mitchell was reporting directly to me. 

Mr. DeWinxp. Was this action on your part not based on a lack of 
confidence in Mr. Caudle ¢ 

Mr. Forp, No. I felt that Mr. Caudle was under great pressure 
from Congress on this case, and | knew of the general, or I had been 
informed of the general, talk in Mobile or Alabama about the case. 
I did not want to take any chance that anything could happen that 
would jeopardize the case in any way. 

Mr. DeWinp. What was the talk in Mobile ¢ 

Mr. Forp. The general talk that Mitchell had reported to me, that 
the case would not be prosecuted and would not be presented to the 
grand jury, and so forth. 

Mr. DeWinp. Why was it not to be, and what were the rumors as 
to the reasons for it not being presented ¢ 
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Mr. Forv. Well, that there was pressure being brought in Washing 
ton to prevent it being presented. 

Mr. DeWrnp. Was that, specifically, pressure on Mr, Caudle ? 

Mr. Forp. Well, no; on the Division. 

Mr. DeWixvo. W ell, but why, then, did you react by removing Mr. 
Caudle from the scene, but not the other members of the Tax Division 

Mr. Forp. Because they were reporting directly tome, Mr. DeWind. 

Mr. DeWixp. Well, excuse me, if I understand what you are saying, 
you felt that Mr. Caudle had been under great pressure in the case, and 
that, therefore, he should be cut out of it; and it seems to me it must 
have reflected the viewpoint on your part that possibly he was not 
withstanding that pressure, or might not withstand it. Is that a proper 
conclusion / 

Mr. Forp. No. 1 was concerned with the leaks of information, and 
I was not concerned at all about the case being presented and prose- 
cuted, because 1 had decided that was the course the Department 
would take. 

Mr. DeWrinpv. Then was it a question of lack of confidence in Mr. 
Candle’s discretion / 

Mr. Forp. Yes, to some extent, in talking to the Congress; and it is 
diflicult, when a Congressman is on the phone and you are an em- 
ployee of Government, to say, “No, I can’t talk to you about it, I 
won't talk to you about it.” 

Mr. DeWixp. You feel that Mr. Caudle had been exposed to too 
great pressure to justify his continuing to be in the matter? 

Mr. Forp. I did not want to take any chance that anything would 
jeopardize the case. 

Mr. DeWinp. Well, you had received specifie complaints from 
the United States attorney handling the case, that matters which he 
considered important were being leaked. 

Mr. Forp. That is right. 

Mr. DeWinp. And you concluded that it was either Mr. Caudle or 
Mr. Smith, but specifically, you wanted Mr. Caudle to have nothing 
more to do with the case? 

Mr. Forp. I wanted them to report to me, and when they reported 
to me directly, that included everybody. 

Mr. DeWinp. But wasn't the situation that Mr. Caudle was not 
to get the reports, and you were to get them, but he was not? 

Mr. Forp. There wasn't anybody to get reports on it but me. 

Mr. DeWixp. But Mr. Mitchell and the United States attorney 
they were all left on the case, and there was no lack of confidence in 
them ? 

Mr. Forp. They were handling the case. 

Mr. DeWinv. And you didn't feel that they were leaking informa- 
tion, or should be removed from the case / 

Mr. Forp. They were the people that were reporting to me. 

Mr. DeWixp. Right. But Mr. Mitchell has said that the Congress 
man had called him about the ease, too; but that did not cause you 
to feel that Mr. Mitchell should be removed from the case ? 

Mr. Forn. I did not know that. 

Mr. DeWinp. Well, let us leave that topic for a moment, Mr. 
Ford. 

When did the question of John Mitchell’s getting no more work 
assigned to him in the Tax Division come to your attention? 
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Mr. Forpv. I have discussed that with Mr. Davis once or twice, and 
to the best of my memory, he came to me and said that he was not 
getting any work in the Division: and I told him not to be concerned 
about it, that he would get plenty of work. 

T then discussed the matter with Mr. Caudle, and he said that he was 
having difficulty working with Mr. Mitchell, and that he didn’t think 
Mitchell liked him, and he respected him as an attorney but it was 
difficult for him to work with him: and he had not failed to give him 
any work, but he wanted him to devote his full time to the Ripps- 
Mitchell case, and he felt that that case was of that importance. 

Mr. DeWixp. When did this happen 4 

Mr. Forp. Sometime after the indictment of the case. 

Mr. DeWinp. This is after the indictment. and you say Mr. Caudle 
told you that he should devote his entire time to the Ripps-Mitchell 
case / 

Mr. Forp. He thought that he should. And I said that after the 
indictment was returned, it would be some time to the trial, and I 
wanted to send John to Kansas City on those tax fraud eases out 
there, which I deemed to be very important cases, and that was done. 

Mr. DeWixp. Did Mr. Caudle specify in detail the reasons for his 
lack of confidence in Mr. Mitchell, or the reasons for Mr. Mitchell's 
lack of confidence in him / 

Mr. Forp. No. He just said that he was not able to work with him 
with any degree of success, and that he did not go through channels 
as he thought he should. 

Mr. DeWinp. He did not go through channels as he thought he 
should. That was at your direction, wasn’t it ? 

Mr. Forp. Well. he meant outside of the Mitchell case. 

Mr. DeWinp. What other cases did he mention 7 

Mr. Forp. He didn’t mention any other cases. 

Mr. DeWinxp. He said, “Generally, Mr. Mitchell goes outside of 
channels”? Well, did vou ask him to be specific about the matter, or 
not ¢ 

Mr. Forp. No. He told me he had not taken cases away from 
Mitchell. And IT said T thought that the Kansas City cases were the 
most important ones in the Department at that time. and I wanted to 
send Mr. Mitchell out there. 

Mr. DeWinp. Well. now, if Mr. Mitchell went out of channels on 
matters, where would he eo? 

Mr. Forp. Well, he might hot go through the section head ana 
not go through the first assistant, and want to report directly to 
Mr. Candle. 

Mr. DeWImnp. If he went around the section chief, he would he 
dealing directly either with Mr. Smith, at that time, or Mr. Candle, 
is that right? 

Mr. Forp. That is right. 

Mr. DeWinp. Was that the complaint, that he was coming directly 
to Smith or Caudle? 

Mr. Forp. That he was coming to Mr. Caudle, T think. he felt too 
much, and not going through channels. But they were having per- 
sonality differences, they were having differences, and they were not 
getting along. 


Mr. DeWInp. When did these differences arise ? 
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Mr. Forp. The first I heard of them was when John came to me and 
said that he was not getting any more cases, and that is when I talked 
to Mr. Caudle about it. 

Mr. DeWinp. Now, Mr. Caudle has said that he had great confi 
dence in Mr. Mitchell as a lawyer, and about the only thing outside 
of the Ripps-Mitchell matter that was mentioned was some matter 
of shifting secretaries or desks, or something; is that the complain; 
that he made about Mr. Mitchell ? 

Mr. Forv. I don’t recall anything about desks, and I think Mr. 
Caudle resented the fact that Mr. Mitchell had been reporting direct], 
to me. 

Mr. DeWinpv. To you? 

Mr. Forp. Yes. 

Mr. DeWixp. But that was at your specific instruction. 

Mr. Forp. That is right. 

Mr. DeWinp. And Mr. Mitchell did not initiate that at all. 

Mr. Forp. No, That is right, completely. 

Mr. DeW inv. Well, then, did you tell that to Mr. Caudle? 

Mr. Forp. I had already told that to him. 

Mr. DeWinp. Well, when he said he resented that—— 

Mr. Forp. He didn’t say he resented it. 

Mr. DeWinv. But you thought that was it ? 

Mr. Forp. I thought he resented it. 

Mr. DeWinp. Well, what position did you take with him on it? 

Mr. Forp. I told him that since he said he had not refused him any 
cases, that IT wanted to send him to Kansas City on these tax fraud 
cases, Which we did do, and which I did. 

Mr. DeWinxp. Did Mr. Caudle take the position at that time that 
he didn’t want Mr. Mitchell in the Tax Division any more? 

Mr. Forp. No. 

Mr. DeWinv. Was this the only conversation that you ever had 
with Mr. Caudle about this matter / 

Mr. Forp. I believe so. 

Mr. DeWinxv. Did you ever have a conversation either with Mr. 
Caudle or Mr. Smith in which you told either one of them or both 
of them that they would just have to get along with John Mitchell: 
that he was a good lawyer and they should work with him? 

Mr. Forp. I think that I told Mr. Caudle that at the time, that | 
lave just recited. 

Mr. DeWinv. At that same time, you told him that he would just 
have to get along with Mitchell: he was a good lawyer ¢ 

Mr. orp. That is right, and he is an excellent lawyer. 

Mr. DeWinp. What did Mr. Caudle say to that? 

Mr. Forp. He said that he theneht he was a good lawyer, too, and 
he would do his best to get along with him. 

Mr. DeWinp. Well, did he say that he would then proceed to 
assign work to him again ? 

Mr. Forp. He was assigning work then. 

Mr. DeWrxp. But I gather you assigned work to him ¢ 

Mr. Forp. Well, we discussed it, I discussed it with Mr. Caudle. 

Mr. DeWrxp. On these Kansas City cases, was Mr. Mitchell di 
rected to report to you and not to Mr. Caudle? 

Mr. Forp. He was reporting to me; ves, sir. 

Mr. DeWixp. And not to Mr. Caudle ¢ 





INTERNAL REVENUE INVESTIGATION 1281 


Mr. Forv. I am not sure. He may have been reporting both ways. 

Mr. DeWrnp. Mr. Mitchell said he reported only to you, and he 
was to all intents and purposes outside of the Tax Division, except he 
was still technically on their payroll. 

Mr.Forp. Well, his memor vy would be better on that than mine, and 
le was reporting directly to me. But there is a history to that that 
might be helpful to you. That started ont as a racket grand jury 
matter, not having a specific tax grand jury, and there was a man in 
the Criminal Division in charge of it: and then these tax cases devel- 
oped as the grand jury proc eeded, and L had been following the grand 
jury from the beginning, and I intended to follow it there. 

Mr. DeWixv. Well, in the ordin: ary course, When tax cases develop 
from those grand jury sessions, wouldn't the Tax Division have han- 
dled them ¢ 

Mr. Forp. That is why 1 wanted to send Mitchell out there. 

Mr. DeWiNpb. Because he was a good tax lawyer ¢ 

Mr. Forp. That is right. 

Mr. DeWinp. But why was the matter removed from the jurisdic- 
tion of the Tax Division ¢ 

Mr. Forp. Because the whole grand jury had reported to the Crimi- 
nal Division and to me, and this was one facet of it, and I wanted to 
keep in touch and control of the whole proc eedings. 

Mr. DeWinv. Well, did any complaints come to you from the Tax 
Division about their failure to get reports on the Kansas City tax 
cases ¢ 

Mr. Forp. I don’t remember it. 

Mr. DeWinp. Well, isn't it an extraordinary situation where, in the 
handling of tax fraud indictments in Kansas City, the head man and 
his top assistants in the Lax Division should get no reports on the cases, 
and have no participation in then ¢ 

Mr. Forp. These were all direct referral cases, made on the ground 
with the agents, the grand Jury and the prosecutors, and that was the 
method set up when the tax eases started developing, and it was not 
through the Tax Division. That is all further cases 

Mr. DeWinxv. Well, as I see the situation, then, Mr. Ford, at that 
time you had a case in which you personally had no contidence in the 
diseretion or judgment of the Assistant Attorney General, that is, the 
Ripps-Mitchell case, and you had a situation where you believed that 
the Assistant Attorney General was displeased with the action of Mr. 
Mitchell, which you had personally directed; and you felt that Mr. 
Mitchell was a good lawyer, and, in fact, had directed that Mr. Caudle 
vet along with Mr. Mitchell. And this whole situation was Pave left 
like that—Mr. Caudle was cut out of the consideration of the case, snd 
he was cut off from any reports on the Kansas City cases, and Mr. 
Mitchell reported to you directly. 

Mr. Forp. The Kansas City cases were entirely different from the 
Alabama cases, and those cases were made on the ground and they 
were direct referral cases, with the agents working directly with the 
grand jury in Kansas City, and they were not cases that were referrec 
to the Tax Division. 

Mr. DeWrxp. Well, in direct referral cases, doesn’t the Assistant 
Attorney General take an active interest in the cases 

Mr. Forp. These developed from this racket grand jury that T had 
set up earlier, and L had personal responsibility for the grand jury, 
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and to report to the Attorney General; and I felt that the cases were 
extremely important, and I did maintain charge of them. 

Now, as to the Alabama case, because there were these alleged leaks 
of information, I directed that they report to me, because it was a 
congressional situation involved ; and, as IT said, I did not want to take 
any chance on anything jeopardizing the case, and I felt——- 

Mr. DeWinp. Very obviously this was a situation that was ex- 
tremely unsatisfactory, both to Mr. Caudle and to Mr. Mitchell, and 
the fact that Mr. Caudle was cut off from any reports in the cases 
would seem to me to be naturally a matter of distress. But that situ 
ation was allowed to continue, apparently, over a period of monthis. 

Mr. Forp. Only in the Ripps-Mitchell case. 

Mr. DeWinxv. What happened when Mr. Mitchell got through the 
Kansas City assignment ¢ 

Mr. Forp. He was sent out to St. Louis on another tax case, in- 
volving a St. Louis gambler. 

Mr. DeWinp. When was that ? 

Mr. Forp. Sometime after the Kansas City cases; Tam not sure. 

Mr. DeWrnp. IL believe that Mr. Mitchell was transferred to the 
Criminal Division in June of 1951, and he said he returned from the 
Kansas City assignment at the end of May of 1951; and did this 
assignment on the St. Louis case occur when he was removed to the 
Criminal Division ¢ 

Mr. Forp. No. IT thought he was still in the Tax Division. 

Mr. DeWinp. When did the matter of the transfer to the Criminal 
Division come up? 

Mr. Forp. As I remember it, after he got back from St. Louis. 

Mr. DeWinp. Well. how did that come about? Did Mr. Mitehet! 
talk to vou 4 

Mr. Forp. Yes: we talked about his position in the Department, and 
what he wanted to do, and what vacancies there were. And I dis 
cussed bringing him up to my office, but IT didn't have a job up there 
that I felt was comparable to his abilitv: and IT think I discussed it 
with Jim McInerney, that he needed a good trial man, and he had 
some very important cases coming up. 

Mr. DeWinv. Well, when did you change your mind about the 
desirability of Mitchell staying in the Tax Division and Caudle 
working with him 4 

Mr. Forp. Well, Mr. Mitchell concluded that he did not want to 
stay there any longer. 

Mr. DeWinp. Didn't Mr. Mitchell say that that was the work he 
really preferred, the Tax Division work ¢ 

Mr. Forp. I don’t recall: he may have. 

Mr. DeWinp. Well, he testified here that that was his preference, 
and he so declared it. 

Mr. Forp. Then that is true. 

Mr. DeWinp. But nevertheless, the situation had arisen, and you 
and he agreed that he should be moved out of the Division ? : 

Mr. Foro. I think that that was his desire, and I was trving to 
attempt to get him a promotion. : 

Mr. DeWinxp. So far as you knew, Mr. Mitchell had done nothing 
but a good job in the Tax Division, and the only person that you felt 
less than complete confidence in was Mr. Caudle; is that right? 

Mr. Forp. I think he did a fine job. 
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Mr. DeWinp. Mitchell, you mean ¢ 

Mr. Forp. Yes. 

Mr. DeWinp. How about Mr. Caudle? Was he doing a fine job 

Mr. Forp. I think the Division did a good job: Ves. 

Mr. DeWinp. But specifically, Mr. Ford, what about Mr. Caudle? 

Mr. Forp. I think in the Ripps Mitchell case, T don't say that he 
did, but I think that the Division, somebody was talking too much 
to the Congressman, at least from what they told me that they were 
vetting in Alabama. 

Mr. DeWinp. Well, did vou have any feeling that that would 
necessarily be isolated to the Ripps-Mitchell case: that if Mr. Caudle 
succumbed to pressure from one situation, that he would not in 
another / 

Mr. Forp. He wasn’t succumbing to pressure. IT just felt he was 
ceiving the Congressman too much information. 

Mr. DeWinv. That is what I mean, he was giving out unwise in 
formation in a situation where he had been exposed to pressure, as 
I understand you; and vou felt that he should be cut loose from that. 
Now, didn’t that create in your mind a feeling of general lack of 
confidence ¢ 

Mr. Forp. This Congressman, I know, is quite a persistent Con 
gressman when his constituents are involved, and the situations vary 
from person to person, 

Mr. DeWinp. Did you have any feeling that wherever Mr. Caudle 
was exposed to persistent pressure, that he might act unwisely ‘ 

Mr. Forp. No. 

Mr. DeWixv. Why didn’t vou? Did you know of any other situa 
tions where he had been exposed to persistent pressure / 

Mr. Forp. No. 

Mr. DeWinp. Well, I would just like. and Tam sure the committee 
would like, to hear an explanation of why you felt that persistent 
pressure in this case was something that Mr. Caudle had handled un 
wisely, and why vou did not think that that might reflect a general 
inability to handle pressure ? 

Mr. Forp. I am not sure that he handled this unwisely, and it was 
reported to me, and T did not want to take any chances on it. 

Mr. DeWinp. But isn’t that a very serious matter, if vour Assistant 
Attorney General has been said to be unable to handle heavy pressure / 

Mr. Forp. The report was that the information was getting back 
to Alabama, and T did not know that Mr. Caudle was the one who was 
doing it, and T did know that he had been talking to the Congressman, 
and I thought Mr. Smith had: and se, not to take any chances, T liad 
them report to me, which I felt would eliminate any possible leaks 
in the Tax Division. 

Mr. DeWinp. Well. but Mr. Mitchell had conferred with the Con 
vressinan, too, 

Mr. Forp. | did not know that. 

Mr. DeWixp. Did vou inquire at that timvee—and it seems to me that 
it is very clear, from what vou have said, and T do not want to peut 
words in your mouth, that vou concluded that there lad been pres 
sure on Mr. Caudle here. and that the leaks had come from My 
Caudle, and that that was vour conclusion, and T do not know how 
far vou went inte the matter. Dut it seems to me a fal thing fo say 
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that you had so concluded; and that, following that, you undertook 
to see that Mr. Caudle learned no more about the case. 

Mr. Forp. It could have come from other than Mr. Caudle, al 
though I did know—and I don’t know how I knew it—that Mr 
Caudle had been talking with the Congressman. 

Mr. Byrnes. Could I interject a moment here / 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. This matter of leaks out of the Department concern 
ing the progress of cases, and evidence that the Department was 
accumulating for use in the case against the taxpayer, that is a pretty 
serious matter, is it not? 

Mr. Forp. Well, many times, Mr. Byrnes, you get inquiries from 
Congressmen concerning a case— 

Mr. Byrnes. That is not what I am talking about. I am talk- 
ing—— 

Mr. Forp. Will you let me finish my answer / 

Mr. Byrnes. You are not very responsive, but go ahead. 

Mr. Forp. Many times the Department gets inquiries from Con- 
gressmen concerning the cases, and it is referred down to the Division 
and the letter is sent up for my signature, why the Department feels 
that prosecution was justified, and outlining the general facts on the 
case; and that goes to the Congressman. And in many instances | 
have gotten back from the defendant’s lawyers a copy of the letter 
I sent to the Congressman, where the lawyer analyzes the letter and 
says that “This is not true; my clients are not guilty,” and so on. 
And those are technically leaks, but L think the Congress is entitled 
to make legitimate inquiry concerning their constituents, whether they 
be under indictment or under investigation. 

Mr. Byrnes. As I gathered from the testimony of Mr. Mitchel! 
yesterday, the information that was getting to the Congressman, and 
also getting to the taxpayers, was of pretty detailed nature, and spe 
cific nature, relative to what they intended to do before the grand jury, 
specific evidence they intended to present, and all of that sort of 
thing. 

Now. is that information generally given to Members of Congress? 

Mr. Forp. No, not that detail. 

Mr. Byrnes. But you understand that that is the case in this par 
ticular instance, do you not ¢ 

Mr. Forp. No; I did not go into the details of the leaks. When I 
was told there were leaks, I told them to report to me. 

Mr. Byrnes. Now, when Mr. Mitchell talked to you and com 
plained about leaks, did he not give you to believe that it was pretty 
serious, and had a possibility of jeopardizing their case before the 
vrand jury é 

Mr. Forp. Tthink Mr. Fountain talked to me first on it, ves, and |. 
<aid he felt it could be serious. 

Mr. Byrnes. It was pretty vital? 

Mr. Forp. He said it could be. 

Mr. Byrnes. Now, when that came to your attention that a cas 
emanating from the Justice Department was being jeopardized by 
leaks, did that not strike Vou as heing pretty serious / 

Mr. Forp. 1 thought it Was serious enough to do everything T cou! 
to stop it; yes. 
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Mr. Byrnes. That is what I am getting at. And what did you do, 
as far as finding out where those leaks actually came from / 

Mr. Forv. They told me where they thought they were coming from. 

Mr. Byrnes. What did you do as far as finding out where they 
came from ¢ 

Mr. Foxp. I told them to report directly to me; and I informed Mr. 
Caudle, and I don’t know precisely when, that they were reporting 
to me, and advised Mr. Caudle to be discreet in any of his conversa- 
tions with Congress concerning this case. 

Mr. Byrnes. Did you follow through at all to determine whether 
leaks had actually come from Mr. Caudle, or where the leaks had 
actually come from? 

Mr. Forp. There wasn’t any way I could do that without investigat 
ing the Congressman, and I didn't think it was justified. 

Mr. Byrnes. If it happened in the case of this Congressman, could 
it not happen in the case of another Congressman, and could it not 
happen in the case of another individual ¢ 

Mr. Forp. It could: yes. 

Mr. Byrnes. Yet you did not feel that you wanted to investigate 
this thoroughly to find out exactly where the leak in this particular 
case was emanating from / 

Mr. Forp. We thought we knew. 

Mr. Byrnes. You knew to your own satisfaction. did you, where 
they were coming from? 

Mr. Forp. Well, on the basis of what Fountain and Mitchell told 
me, and on the basis of the fact that I knew Mr. Caudle had been 
talking with the Congressman, I felt that that is where it was coming 
from; yes. 

Mr. Byrnes. So that you did not feel, in your own mind, that it 
was necessary to look any further? 

Mr. Forp. No. T thought we had pinned it down. 

Mr. Byrnes. Did you have any directives to the personnel as to 
what information should be given to Members of Congress when they 
made inquiry, and how those letters were to be handled 4 

Mr. Forp. There was a system in the Department: ordinarily the 
Congressman would address the Attorney General, and those letters 
were acknowledged in the Attorney General's office, and they were 
sent to the division of the Department that was concerned with the 
matter. And detailed replies for the Congressman, after the Attorney 
General’s acknowledgment, were prepared for the Deputy’s signature, 
and sent. 

Mr. Byrnes. Do you have directives to personnel aus to what they 
shall release to Members of Congress where the Congressman calls an 
individual member of the staff rather than writing or calling the 
Attorney General / 

Mr. Foro. There are general directives on the conlidential nature 
of the files, and so forth. 

Mr. Byrnes. Was not Mr. Caudle acquainted with those directives / 

Mr. Forp. Tam sure he was; ves. 

Mr. Byrnes. But it is your view that he did not comply with the 
directives ¢ 

Mr. Forn. I don’t think he was giving the Congressman the files, on 
anything like that, and he would get a call when the Congressman 
wanted to discuss the case, and in the course of the conversation it 
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might naturally be that he would say too much, and T dont think 
literally, but indisereetly. 

Mr. Byrnes. Is that not the purpose of the directives, so that the 
members of the staff do not say too much ¢ 

Mr. Forp. The directives deal more with the files, and the releasing 
of the material and contents of information from the files. 

Mr. DeWinp. Mr. Ford, you were Deputy Attorney General, were 
you not. when Mr. McGrath became Attorney General ? 

Mr. Forp. Yes, sir. 

Mr. DeWinp. At that time, did Mr. McGrath review with you the 
work being done by the various divisions, and the personnel in charge ¢ 

Mr. Forp. We reviewed the work of the divisions, and IT don’t recall 
that we reviewed the personnel. 

Mr. DeWinp. Well, did any question come up, then, as to the ade- 
quacy with which the work of the various divisions was being done? 

Mr. Forp. It has been discussed in detail, particularly the import- 
ant cases, and policies, pending throughout the Department. 

Mr. DeWixp. Was there any discussion of the Tax Division, and 
how Mr. Caudle was handling the job? 

Mr. Forp. I don’t recall any; no, sir. 

Mr. DeWixp. That was not a matter that vou had uppermost in 
your mind ¢ 

Mr. Forp. We discussed the Division, as we did all of them. 

Mr. DeWinp. Well, did you ever discuss Mr. Caudle with the 
Attorneys General ¢ 

Mr. Forp. Well, he had been in the Department of Justice much 
longer than T had, and he knew the individual assistants himself. 

Mr. DeWrxp. Well, did Mr. MeGrath make any changes in the 
top positions of the Department when he took over ¢ 

Mr. Forp. No: not immediately. 

Mr. DeWixv. Well, shortly after taking over, where changes made / 

Mr. Forp. About a year after. 

Mr. DeWinp. What changes were those? 

Mr. Forp. There was a resignation in the Antitrust Division, and 
a resignation in the Criminal Division, and he placed Mr. McInerney 
as head of the Criminal Division and Mr. Morison as head of the 
Antitrust Division, and Mr. Baldridge as head of the Claims Division. 
and Mr. Morison having been head of the Claims Division. 

Mr. DeWinp. What I don’t understand, Mr. Ford, is that appar- 
ently in 1949 vou were satisfied that the Assistant Attorney General 
in charge of the Tax Division, in the only instance which you knew 
of, had been unable to deal wisely with pressure from an outside 
source, and that in connection with that matter there seemed to have 
been precipitated an animosity toward the attorney who had handled 
the case. Apparently vou also knew that that animosity, or thought 
you knew that ee stemmed from the fact that vou had taken 
action to see that Mr. Caudle was eliminated from the case. 

Mr. Forp. I think that that was part of it: ves, sir. 

Mr. DeWinxp. Was that not a matter that was of real concern to 
vou? 

Mr. Forp. Yes. it was of concern to me: of course it was. 

Mr. DeWinp. Wasn't it a matter of major coneern? 

Mr. Foro, Well, T don’t know how you detine “major”: it was 9 
matter of concern, certainly. 
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Mr. DeWinp. Here is the head of the most important division, I 
would say, in the Departinent of Justice, and you are concerned about 
his ability to do his job: and what action did you take ¢ 

Mr. Forp. Mr. DeWind, this was one isolated case out of hundreds 
of cases, and, as far as I know, it was the only instance that I felt 
he had been indiscreet, and it wasn’t any pattern of conduct. 

Mr. DeWinp. Well. but this was the only instance that you knew 
of where Mr. Caudle had found himself in this position. 

Mr. Forp., Oh, no. He was under continual pressure on hundreds 
of cases. 

Mr. DeWinv. You felt that generally he could deal with this tvpe 
of situation, but somehow he hadn’t been able to deal with this one? 

Mr. Forp. I wasn’t sure that he wasn’t dealing properly, and I felt 
that some information was getting to the Congressman and he was 
passing it on to his constituents, and this case had assumed so much 
importance down in Alabama because of the gossip and rumor that 
had been reported to me, that I was not going to take any chance. 

Mr. DeWrxp. The rumor was that Mr. Caudle had succumbed to 
pressure; wasn't that the gossip and rumor? 

Mr. Forp. I don’t know whether it was Mr. Caudle or whether it 
was a case of the Division not properly handling the case. 

Mr. DeWrnp. Well, Mr. Ford, in connection with the same case, 
was it brought to your attention that among these rumors was a 
rumor of a large political contribution ? 

Mr. Forp. I heard that in connection with one case, and I believe 
it was this case. 

Mr. DeWetnp. Well, now, what did you do about that matter? 

Mr. Forp. Well, L saw to it that if there was such a contribution, 
it had no effect on the case. 

Mr. Dr WINp. Well, how did you £o about doing that , 

Mr. Forp. I told John Mitchell that I wanted the case fully pre- 
sented, and if evidence justified it, I wanted these people indicted. 

Mr. DeWinp. Did you talk to Mr. Caudle about that situation ? 

Mr. Forp. The political contribution ? 

Mr. DeWinp. Yes. 

Mr. Forp. I don’t believe I did. I believe Mr. Mitchell told me 
that. that he heard it; and I told him it wasn’t to make any difference 
in his course of action. 

Mr. DeWinp. Did you feel that at that point, having told Mr. 
Mitchell not to be swayed by anything like that— 
Mr. Forp. He wouldn't have been, anyway, but I reassured him. 

Mr. DeWinp. Did you reassure anybody else not to be swayed by 
that ¢ 

Mr. Forp. Mr. Mitchell and T were handling it. 

Mr. DeWrnp. Well, do | understand that it was part of your de- 
cision that you and Mr. Mitchell should handle it, and that there had 
been this talk, and was that part of the reason for cutting Mr. Caudle 
out of the case? 

Mr. Forv. No. TI don’t think that Mr. Mitchell told me that, if 
this was the case, until after the time we were working together on it. 

Mr. DeWinp. Well, did you ever make any investigation of the 
charge that there had been a promise to fix this case in return for a 
contribution? That is a serious charge, and I wondered if you ever 
investigated it ¢ 
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Mr. Forp. That wasn’t the charge. 

Mr. DeWinp. What was the charge? 

Mr. Forp. That Mr. Mitchell had heard that these people had made 
a political contribution. 

Mr. DeWinp. Well, was it the rumor that that had some relation- 
ship to the handling of their case ¢ 

Mr. Forp, No. 

Mr. DeWinv. It was not the rumor / 

Mr. Forp, Not to my knowledge. It may have been a rumor. No- 
body put any pressure on me concerning this case, political or other- 
wise. 

Mr. DeWinp. That hasn't been suggested, but was the rumor of 
a large political contribution by two persons under tax fraud in- 
vestigation a matter that you felt should have been looked into? 

Mr. Forp. It was only a statement to me that Mr. Mitchell had 
heard that a political contribution had been made by these people : 
that is my memory on it. 

Mr. DeWinn. Well, wouldn't the Criminal Division of the De 
partment of Justice have had some interest in that sort of situation? 

Mr. Foro They can make a political contribution if they want to, 
and I know nothing to prevent that. 

Mr. DeWinp. You didn’t feel that that was a situation that re 
quired any particular scrutiny or investigation ¢ 

Mr. Forp. No. There wasn’t any charge before me. Mr. Mitchell 
reported that he had heard that. 

Mr. DeWinxp. Well, did you hear that the reported contribution 
was to be a very large one? 

Mr. Forp. No: I don’t remember any figures. 

Mr. Byrnes. Did he not tell you that the rumor was that this 
contribution was being made, and if it was made it would fix the 
case f 

Mr. Foro. No: not that I remember. 

Mr. Byrnes. You do not remember Mr. Mitchell telling vou that / 

Mr. Forp. Tam sure that it is this case, and IT am not positive it is, 
but T know he talked to me about a political contribution, and it 
must have been this case; that he had heard that they had. 

Mr. Byrnes. But you do not remember that he told you that 
the rumor was to the effect that if this contribution was made, the 
understanding was that the case would be dropped or settled in « 
very satisfactory way ¢ 

Mr. Forp. 1 don't know how to prevent any such understanding. 

Mr. Byrnes. It was a rumor that that was the understanding? 

Mr. Forp. No. 

Mr. Byrnes. You were not acquainted with that phase of the 
rumor ¢ 

Mr. Forp. No, sir. 

Mr. Byrnes. Did you inquire of Mr. Mitchell as to what difference 
that would make in the tax case, and why there was a rumor; if it was 
just somebody giving a politics ‘al contribution, why was he even bring 
ing it to your attention ? 

Mr. Forv. He was bringing it to my attention, the general rumors 
that he was hearing down. there, and in a general way and not. in 
great detail, and it was just to apprise me that the talk was still going 
on, as they do in many cases. 
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Mr. DeW inp. Mr. Ford, did you ever run into any more serious 
situation in the Department than the nec essity of boxing in an As 
sistant Attorney General in the handling of a case? 

Mr. Forp. I didn’t box him in. I told him that in view of these 
rumors I thought it would be better for Mr. Mitchell to report directly 
tome;that it would be better for him to do it. 

Mr. DeWinpb. Well, that eo to me to be very stringent conduct, 
controlling the work of Mr. Caudle. Wouldn't it seem to be so to 
you! 

Mr. Forp. No: T didn’t consider it as a reprimand at the time. 

Mr. DeWinv. You didn’t consider that to be in any sense a repri 
mand for his conduct of the case ? 

Mr. Forp. No: because Mr. Caudle had never suggested to me in 
this case that the case not go forward and be prosecuted. No one 
had at any time, within or without the Department. 

Mr. DeWinp. Well. Mr. Mitchell testified here yesterday that Mr. 
Purner Smith had told him that you were planning shortly to leave 
the Department and there was no reason for Mr. Caudle to let you 
push him around in connection with this same matter. Mr. Caudle 
himself has said that he was deeply hurt by this development. 

It would seem to me that whatever the justification for his feeling 
deeply hurt, his reaction to it was an understandable one, that this 
Was a very serious matter, to be cut off from any access to a case in 
your own Division. 

Mr. Ford, in view of the testimony here, T wonder if you would out- 
line in greater detail than you did earlier, just what ‘the duties and 
functions of a Deputy Attorney General are. 

Mr. Forp. Well, it has general supervision of the Department. 
The office has in it a legislative section that holds together all reports 
from the various divisions reporting to the various committees of 
Congress. It deals with the screening of appointments to United 
States attorneys, United States marshals, judicial appointments. The 
general compromises of certain amounts come through the Deputy 
Attorney General. It acts as congressional liaison. 

Mr. DeWinpv. I gather from what you have said that the Deputy 
Attorney General also concerns himself with personnel problems. 

Mr. Forp. The administrative assistant handles those: and there 
san Oflice of Personnel that handles those details. 

Mr. DeWi inp. Well, the more serious personnel problems, such as 
the Mitchell situation and Mr. Caudle’s situation: those are matters 
that would naturally fall under the jurisdiction of the Deputy At- 
torney General # 

Mr. Forp. Those would usually come to me, ves, through one source 
or another. 

Mr. DeWinp. Well, but this question of transferring Mr. Mitchell, 
for example, to the Criminal Division: that was simply a personnel 
matter not involving the Congress, and you concerned yourself with 
that ¢ 

Mr. Forp. That ts right. 

Mr. DeWrxp. Would that be naturally part of your duties? 

Mr. Forp. Well, if it was a routine transfer, I might see it or I 
might not. In a case like that. where I had been working with 
Mitchell, IT was anxious to get him a promotion if possible. T was 
anxious to see that he was assigned good work. 
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Mr. DeWinp. I don’t have any more questions, Mr. Chairman. 


Mr. Byrnes. I would like to get to this matter of Mitchell not t 
having any work assigned to him. He returned, as I understand it, | 
after the indictment in Alabama, to Washington. That was about in 
February of 1950, was it ¢ t 

Mr. Forn, I don’t remember the dates. Mr. Congressman, T haven't 
looked at the tile. Tam just doing all this from memory. 

Mr. Byrxes. My understanding is that it was the latter part of I 
February that the indictment was returned, and it was about that 
time that he returned to Washington. ] 

Mr. Mitchell testified yesterday that he spent some period of time 
in Washington before being assigned to the Kansas City case by you. 


Mr. orp. Yes. 

Mr. Brrnes. And that in that interim no work was assigned to him. 
. When did you assign him to Kansas City? Do you recall ? | 

Mr. Forp. No, I don’t remember the dates. T remember when he 
came to my office and said that he was not getting any work: said 
that that was a policy in the Division, not to give him any work, It 
was shortly after that, as IT remember, that I called Mr. Caudle up 
and asked him about that. He said it wasn’t true: that he Derice se him | 
to devote full time to the Mitchell case, and he felt it was an extremely 
important case, that we couldn't afford to lose it, and so forth. 

Then it was, as [ remember, that I said there would be a long 
delay between the indictment and the trial of the Mitchell case and | 
thought we ought to use John, and I wanted to use him on the Kansas 
City tax fraud cases. So I assigned him to them. 

Mr. Byrnes. But there was at least a month when he was just 
sitting in the office doing nothing? 

Mr. Forv. 1 believe that is right. 

Mr. Byrnes. When Mr. Caudle told vou what he did, did you check 
as to who was telling the truth in that instance? 

Mr. Forp. No. He said he had not denied him work, that he wanted 
him to devote his time to the Ripps-Mitchell case. 1 didn’t feel that 
that was enough. 

Mr. Byrnes. Well, you knew that there was not enough work on 
the Ripps-Mitchell case to keep him busy. 

Mr. Forp. I felt that to be the case. ves. 

Mr. Byrnes. Did Mr. Mitchell tell vou he had been trying to see 
Mr. Caudle and had been refused an audience with him ? 

Mr. Forn. He told me he had been trying to see him. I am sure 
he told me that, ves. 

Mr. Byrnes. Did you ask Mr. Candle about that situation ? 

Mr. Forp. I am not sure, but if he told me that, I probably did. | 
normally would, ves. 

Mr. Byrxes. But you de not remember anything about dealing wit! 
that subject i 

Mr. Forp. No, sir: not in detail. 

Mr. Byrnes. Who would normally have charge of resolving a diffi 
culty within one of the divisions where the head of the division and 
one of the attorneys working there do not get along together and 
therefore the attorney is not getting any work? Who would nor- 
mally iron out that liffie ulty ? 

Mr. Forp. It would norm: ally come to me or one of my assistants. 

Mr. Byrnes. That was within your jurisdiction ? 

Mr. Foro. Yes. 
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Mr. Byrnes. Do you feel that it was reasonable to have a man in 
the Department just sitting at a desk doing nothing for over a month’s 
period ¢ 

Mr. Forp. Well, I didn’t know then that he was not doing any- 
thing. When I found out about it, he got what I considered the most 
important tax case in the Department. 

Mr. Byrnes. You mean he did not report this fact to you much 
before his assignment to Kansas City 4 

Mr. Forp. That is my memory on it. There may have been some 
lag in there. 

Mr. Byrnes. Is anybody In the Department down there charged 
with the responsibility of checking on outside activities of personnel 
in the Department Y 

Mr. Forp. Not except when it comes to their attention in some 
hianner. 

Mr. BYRNES. There Is he concerted elTort to exercise wun surveil- 
lance over that subject 4 

Mr. Forp. You don't exercise surveillance over employees. 

Mr. Byrnes. Maybe “surveillance” is not the proper word; to watch 
out as to proper or improper outside activities of individuals work- 
ing for you. 

Mr. Forp. Not specifically. The administrative assistant and the 
personnel office handle all the routine personnel, and each division 
has a personnel office, and the Assistant Attorney General in charge 
of the division has supervision over that division. 

Mr. Byrnes. Would that be within your field’ The responsibility 
for following up or checking ol whi: iat might appear to be improper 
outside activ ity of personne lin the De ‘partment f 

Mr. Forp. Tt would depend upon the nature of it, whether it was 
called to my attention, and what the specific problem and case was. 

Mr. Byrnes. Well, what about situations where an individual in 
the Tax Division is quite active socially and otherwise with taxpay- 
ers who are in trouble and whose cases are before that Division ? 
Would that be a matter that should concern you’ Would that be a 
matter within your responsibility 4 

Mr. Forp. [If I knew about it: yes. 

Mr. Byrnes. But you inake no effort to fin do out whether that is 
voing on or hot. You leave it for some informer / 

Mr. orp. As it might come in, yes. As | Suv, we cant put sill 
veillance on the employees of the Department. 

Mr. Byrnes. Can you make any checks? 

Mr. Forp. | don't know what Vou tiean ly checks. 

Mr. Byrnes. Well, do you do anything other than wait until some 
body reports something to vou of a suspicious nature / 

Mr. Forp. That is the w ay it usu tlly comes in, ves. 

Mr. BYRNES. All ] ain vetting atois whit is done how: the question 
of whether something more should be done ts. T think, a matter for the 
committee. All Lan driving at is what is done. As T understand it, 
there is nothing except a follow-up on information that might come 


to vou from: some source. 

Mr. Forp. That is right. The Assistant Attorneys General in 
particular, as far as vis-A-vis my, position was concerned, were on my 
level. They were Presidential appointments confirmed by the Sen 
ate, and they weren't the employees. 
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Mr. Byrnes. Nobody checks on them, then, or even follows up the 
rumors ¢ 

Mr. Forp. Oh, no. Of course they do. 

Mr. Byrnes. Well, it would seem that it would be just as im 
portant—— 

Mr. Forp. It would be. 

Mr. Byrnes. To check on this matter whether they are civil-servicr 
appointments or Presidential appointments or some other appoint 
ments. 

Mr. Forp. It certainly would be. 

Mr. Byrnes. How do you find out who directs that a certain letter 
be written down there, and who actually writes it, and who signs it / 

Mr. Forp. That is a pretty good question, Mr. Bee sneer 

Mr. Byrnes. You have me confused, because I do not think the 
committee can find out in a few instances just who directed a partic- 
ular letter to be written. 

Mr. Forp. You mean congressional mail ? 

Mr. Byrnes. No; any mail. 

Mr. Forp. The Assistant in charge of the Division would correspond 
on the matters of particular competence to his Division. 

Mr. Byrnes. But if you were going through a file and saw a par 
ticular letter, how would you find out who directed that that letter 
be written, who actually signed it, and how it happened to be written / 

Mr. Forp. Well, the carbon of the letter would ordinarily show the 
initials on it of the hands that it had been passed through. 

Mr. Byrnes. The reason I bring this up is that we had considerable 
difficulty a number of days ago try ing to find out who was responsible 
for certain letters that were sent and certain memoranda that were 
sent in what has become known as the Freidus and Aaron case. 

Mr. Forp. The name on the bottom of the letter would ordinarily 
be the person who signed it. 

Mr. Byrnes. As far as T understand as to the Tax Division, pra: 
tically anybody in that Division could sign Mr. Caudle’s name. 

Mr. Forp. I didn’t know that. 

Mr. Byrnes. I believe you referred to a letter, here, that the counse! 
made reference to, and you said you would not know whether’ you 
signed it or not. Do you have other people signing your name, too 

“Mr. Forp. Only my first assistant was permitted to sign Salas 
routine letters. Ordinarily letters to Congressmen I would sign if 
Iwasthere. I tried tosign all of them. 

Mr. Byrnes. Are you acquainted with the policy of the Depart 
ment with regard to prosecution in tax fraud cases where the healt!) 
of one of the defendants is involved ? 

Mr. Forp. Lam familiar with the general policy of the Departmen! 
on prosecutions in regard to cases that might endanger an individual’: 
life, and IT am familiar with the policy of the Tax Division on it: 
yes, sir. 

Mr. Byrnes. Would policies of that kind come under your juris 
diction, too, or would they be under the jurisdiction of somebody else / 

Mr. Forp. They would usually be under the jurisdiction of the As 
sistant Attorney General, and if it was a real policy question the 
Attorney General would probably be apprised of it. 

Mr. Byrnes. This is not a matter, though, that you would partic 
ularly have the responsibility to pass upon or formulate? 
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Mr. Forp. No, except on the health policy of the Tax Division; 
i did have something to do with that, yes. 

Mr. Byrnes. What was the policy as far as the Tax Division was 
concerned in cases where an indictment had been returned and then 
the matter of the health of the defendant came into question 

Mr. Forp. If the attorney for the taxpayer raised the question, he 
would ordinarily submit affidavits of competent physicians. The Tax 
Division would present the matter to Public Health, and then it would 
be presented to the court and the suggestion made to the court that if 
the court decides to appoint any physician we would be glad to have 
them appoint the physician. And then the matter was up to the court 
as to whether the person could or could not stand trial. 

Mr. Byrnes. In other words, it is your understanding that the 
Department continues to be concerned until the case is actually tried ¢ 

Mr. Forp. Yes; if I understand you. 

Mr. Byrnes. And that in spite of the fact that the matter may be 
in the hands of the court and the United States attorney / 

Mr. Foro. Oh, they follow these cases through, yes. But it is ulti- 
mately a decision for the court. 

Mr. Byrnes. That is right. But T am talking about the position 
taken by the Department as far as making recommendations is con- 
cerned, as to whether an indictment should be quashed against a par- 
ticular defendant by reason of his health. Is it your policy to continue 
un interest in his health right up to the trial of the case / 

Mr. Forp. It is to see that all the facts are presented to the court. 
Because our affidavits, the Department’s affidavits, may show that 
the man can stand trial. His doctor's will show that he can’t. 

Mr. Byrnes. You do not feel, then, that after the case has left the 
Department and then is referred to the United States attorney, that 
question should be left up to the United States attorney / 

Mr. Forp. It is left up to him in the sense that he presents the situa- 
tion to the court. He is the Department’s arm to do that, unless there 
is a special assistant on the case. 

Mr. Byrnes. What responsibility is it of the Department to furnish 
the evidence? Is that not the responsibility of the defendant him- 
self or the responsibility of the court to make the decision in the last 
instance and decide what evidence he wants, or it wants? 

Mr. Forp. Certainly it is a responsibility of the court, but the De- 
partment has a very definite responsibility to ascertain whether the 
man is really sick or whether he is faking or what the facts are. 

Mr. Byrnes. Is that not the responsibility of the court to determine 
that? 

Mr. Forp. Well, we want to know it, too. 

Mr. Byrnes. Why? 

Mr. Forp. We don’t want the defendant claiming a heart condition 
when it is not there. We want to know what his position is: or, 
rather, the Department does. 

Mr. Byrnes. So that really it is your position that right now there 
are three people concerned, the court, the United States attorney, 
and the Department, all exercising certain 

Mr. Forv. The United States attorney is a part of the Department. 
It is the same thing. 
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I have seen too many of these defendants get sudden heart 
conditions. 

Mr. Byrnes. Well, it seems to me that there are too many of them, 
too, that get them just before trial or just after indictments. 

Mr. Forp. Those indictments make them sick sometimes. 

Mr. Byrnes. Yes. And I was wondering just to what extent the 
Department is so solicitous with the defendants after indictment is 
returned and these people start feeling a little ill. 

Mr. Forp. Well, I think the solicitation is to see that they are not 
faking. 

Mr. Byres. On October 6, a letter was written by Turner L. Smith, 
first assistant to the Assistant Attorney General, addressed to Irving 
HI. Saypol. United States attorney, United States Courthouse, Foley 
Square. in which a reference is made to a memorandum sent to you. 
The report does not show, IT do not believe, who actually requested 
the memorandum or who actually prepared it. I would like you to 
read this letter, which does quote the memorandum, and tell me if 
you have any recollection with regard to it, and whether you re- 
quested it. Do you recall requesting a memorandum concerning the 
health of that defendant and the position of the Department ? 

Mr. Forp, No. 

Mr. Brrvrs. [believe that letter reveals that the doctor’s report was 
that of a court-appointed doctor. 

Mr. Forp. Yes. 

Mr. Byrnes. With knowledge of the fact that the court had al- 
ready passed on the question and had decided that, on the basis of 
the doctor's report, Mr. Aaron could stand trial, can you see any 
purpose to be served by this letter or by the memorandum ¢ 

Mr. Forp. T don’t remember ever seeing the letter before. 

Mr. Byrvrs. Just by seeing the letter, now, can you see any pur- 
pose that could he served by such a letter, under those facts? 

Mr. Forp. Not except to apprise the United States attorney of 
what the Tax Division's position would have been had they had these 
facts prior to the time the case was forwarded to the district attorney. 

Mr. Byrnes. Well, what value would that be to the United States 
attorney? 

Mr. Forp. T can’t see it would be of any value to him. 

Mr. Byrnes. It might give him eround, however, to suggest to the 
eourt that they might reconsider the question at this point, might it 
not / 

Mr. Forp. I don’t think so, with a court-appointed physician, and 
if the court had read the reports and made up his mind. The district 
attorney wouldn't suggest that he change it. 

T remember Mr. Rothwacks, I believe, talked to me about that: and 
whether he talked to me before the court had decided it or after 
ward, T don’t remember. 

I do think that he talked to me about it at one time. and my judg 
ment or my decision was that the court’s decision was perfectly satis 
factory to me, and that was the one I wanted to follow. 

Mr. Byrnrs. T was wondering whether from the position you held 
in the Department vou could give the committee some information as 
to what purpose such a detter could serve. 

Mr. Forp. T just answered that to the best of my ability. 

Mr. Byrnes. Your answer is that you can’t think of any? 





INTERNAL REVENUE INVESTIGATION 1295 


Mr. Forp. I don’t see that it would serve any except to apprise the 
United States attorney of what the Department's position might have 
been. 

Mr. Byrnes. Might it have been of some value, too, if the copy got 
into the hands of the attorney for the defendant in the case, in order 
that he might go in and appeal to the court for a dismissal and a 
reconsideration of the question as to whether Mr. Aaron should go to 
trial? 

Mr. Forp. It might be of some value, ves. But Iam sure the United 
States attorney would have opposed it. 

Mr. Byrnes. Why do you come to that conclusion? Because you 
know this particular individual? 

Mr. Forp. Well, I know the southern district of New York, and I 
know Judge Weinfeld, and Thave high respect for any of his opinions, 
and I know 

Mr. Byrnes. But if you did not know those individuals personally, 
would you still come to the same conclusion / 

Mr. Forp. Generally, yes. 

Mr. Byrnes. But there could be cases where this might be pretty 
influential as to what the United States attorney's position was going 
to be, and what the court’s position would be ? 

Mr. Forp. T don’t think it would make any difference to the United 
States attorney. He apparently had taken his position. I don’t think 
it would cause him to change it. 

Mr. Byrnes. What do vou think they were trying to do. then? Just 
protect themselves in the event this fellow did get into trouble, and 
the fellow did die? So that your skirts would be clean in the Depart 
ment 4 

Mr. Forp. It might have been that. I don’t know. 

Mr. Byrnes. Would there have been any way of determining who 
directed the particular memorandum to be written in this instance, 
the memorandum that was addressed to you on this subject 

Mr,. Forp. I don’t recall a memorandum addressed to me. There 
may have been one. IT would think ves, whoever wrote the memoran- 
dum would have some knowledge of it. 

Mr. Byrnes. And if he couldn’t remember, if he had a bad memory, 
too. What Tam trying to get at is a matter of detail that has caused 
some difficulty to the committee, of refreshing some of the people’s 
memory down there. 

Mr. Forp. There should be initials on the side of the letters as to 
whose hands they passed through. That is customary. 

Mr. Byrnes. As far as you know, though, if the memory of the 
individual is not such that he can remember who directed him to 
write a letter or who actually signed the letter, vou have to place 
complete reliance upon the initials that appear on the letter and 
the signature ? 

Mr. Forp. I would think so, unless there is some other indication 
in the file. 

Mr. Byrnes. And that in spite of the fact that the person whose 
signature is on the letter or who purports to sign it is not necessarily 
always the person who directs the letter to be written. 

Mr. Forn. I would think that would show on the copy, but T am not 
foo sure on it. 
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Mr. DeWinp. Mr. Ford, might | just ask, to complete the record, 
here: Did you ever bring to the attention of the Attorney General 
the reported leaks in the Ripps-Mitchell case? 

Mr. Foro. Tam sure that I talked to him about it and told him what 
action I had taken. 

Mr. DeWinxp. You say you are sure you did ¢ 

Mr. Forp. Yes. [I dont have an independent memory of it, but I 
am sure that T discussed it with him, ves. T would in the ordinary 


course of events. 

Mr. DeWixp. So you would feel sure that a matter of that serious 
ness you would certainly have taken up with him ¢ 

Mr. Forpv. | am sure I would have told him what action IT had 
taken on it. 

Mr. DeWrnp. That is all, Mr. Chairman. 

Mr. Byrnes. Just one thing I forgot, Mr. Chairman. 

What is the policy of the Department in this matter of the health 
of defendants in cases coming before or handled by other divisions of 
the Justice Department? Take the Criminal Division. 

Mr. Forp. It is the same general policy. If the life of the defendant 
would be endangered, that is taken into consideration. 

Mr. Byrnes. You have the same policy as far as bank robberies are 
concerned, as you do as far as robberies from the Treasury in tax 
fraud cases are concerned ? 

Mr. Forp. The policy in the Tax Division is a good deal more strict 
than it is in the other divisions, because in a case before indictment 
that is placed before the grand jury as to whether an indictment 
should be returned. 

Mr. Byrnes. In what division is this? 

Mr. Forp. The Tax Division. 

Mr. Byrnes. What do you do in the other divisions ¢ 

Mr. Forp. In the other divisions that formal procedure is not fol 
lowed. 

Mr. Byrnes. Really, you do not show as much concern over the 

health of a defendant in the other divisions as in the Tax Division, do 
you? 
Mr. Forp. No. In the other divisions it would probably be an 
administrative determination. In the Tax Division, it is a deter 
mination by the Tax Division and by the court, the grand jury and 
the court, which is a much more strict rule than the other rule. 

Mr. Byrnes. You mean it ts harder for a defendant to have a case 
dismissed by reason of his health if it isa tax case than it is if it is some 
other type of case ¢ 

Mr. Forp. I think so, ves, sir. 

Mr. Byrnes. That is not what I had understood the case to be: 
so Lam glad to get your opinion on it. 

That is all, Mr. Chairman. 

Mr. Foro. 1 think, and this is purely a gratuitous observation, that 
actually a prosecutor shouldn't have to bear alone the administrative 
determination in those kinds of cases; that it should be determined by 
public bodies, or at least he could share the responsibility of those 
who determine it. 

Mr. Byrnes. Fundamentally, should it not be the responsibility 
of the court ? 
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Mr. Forp. The court and the grand jury. ves. The grand jury 
before indictment; the court after indictment.” That is the policy in 
the Division, too. . 

Mr. Byrnes. Well, if you are so strict in the Tax Division. I have 
that much more diffic ulty in understanding the purpose of this letter 

of October 6 to Mr. Saypol. 

That is all. 

Mr. Forp. There was a court-appointed physician in that case and 
a court determination. 

Chairman Kine. You may be excused, Mr. Ford. 

The committee will now recess until 2 o'clock. 

(Whereupon, at 12:50 p.m. a recess was taken until 2 p.m. this 
~ame day.) 

AFTERNOON SESSION 


(The subcommittee reconvened at 2:20 p.m., pursuant to recess.) 

Chairman Kine. The subcommittee will be in order. 

Mr. Teitelbaum, will you come forward, please / 

Will you raise you right hand and be sworn’ Do you solemnly 
~wear that the testimony you will give will be the truth, the whole 
truth, and nothing but the truth, so help you God 4 

Mr. Terrensaum. | do. 

Chairman Kine. Be seated there, please. 


TESTIMONY OF ABRAHAM TEITELBAUM, ATTORNEY, CHICAGO, ILL. 


Mr. DeWinp. Will you please state your full name. Mr. Teite! 
baum ¢ 

Mr. Terrenenaum. Abraham Teitelbaum. 

Mr. DeWinp. What is your occupation, Mr. ‘Teitelbaum / 

Mr. Terrennaum. Lawyer by profession. 

Mr. DeWinb. Of what State are vou a member of the bar 

Mr. Terrensaum. Of the State of Illinois. 

Mr. DeWinp. Is that the only bar membership vou have 

Mr. Terrensaum. No. | am admitted to practice in the United 
States District Court for the Northern District of Illinois, Eastern 
Division; admitted to practice before the United States Circuit Court 
of Appeals for the Seventh Judicial Circuit; and Tam admitted to 
practice before the United States Supreme C ourt; and Lam a member 
of the Chicago. Il.. and American Bar Associations. 

Mr. DeWinpv. Are vou a member of the bar of any other State 

Mr. Terrennaum. No, I am not. 

Mr. DeWinp. Then your practice is contined to practice in [linots / 

Mr. Terrennaum. That is correct. 

Mr. DeWinv. Where is your residence, Mr. Teitelbaum ¢ 

Mr. Terrensaum. My residence is Chicago, the Blackstone Hotel; 
nd at 1509 East Fifty-fourth Street, that is my residence. And Tan 
lomiciled at Indio, Calif., 4861 Madison Street, Indio, Calif. 

Mr. DeWinp. Are you admitted to practice before the Treasury 
Department of the United States 

Mr. Terrennaum. I have a card, yes. 

Mr. DeWinxv. You have a Treasury card ¢ 

Mr. Tervennaum. Yes. 

Mr. DeWINp. At the present Pie, Mr. Teite Ibaum. is there a ed 


eral income tax investigation pending against you ‘ 
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Mr. Terretnaum. Yes, there is. 

Mr. DeWrnv. Do you know what the present status of that investi- \ 
gation is? 

Mr. Terretnaum. It was transferred from the Department of In 
ternal Revenue to the Justice Department. 


Mr. DeW inp. When did that happen ¢ ‘ 
Mr. Terretnaum. A few weeks ago. 
Mr. DeWinp. About 2 weeks ago? 


Mr. Trerrerpaum. Yes, sir. 
Mr. DeWinv. When did this investigation begin? 


Mr. Terretsacum. There was a normal, I wouldn't call it an investi- I 
gation, but audit made by the Department of Internal Revenue, of my 
income tax, by one of the internal revenue agents coming to my office. 
the latter part of 1947. 

Mr. DeWixp. What years did that agent wish to examine / ‘ 


Mr. Trerretpaum. 1943, 1944, 1945, 1946, T believe those are the years 
involved. And then another agent—— 

Mr. DeWinv. Excuse me—— < 

Mr. Terrensaum. Another agent came to me in the early part of 
1948, and told me that my years involved was from 1944 to 1947, 
inclusive. 

Mr. DeWinp. What was the name of the agent that first came to 
see you / 

Mr. Terrensaum. I think it was a Mr. Barron. | 

Mr. DeWinp. Then was it a different agent who came to see you 
early in L948 ¢ 

Mr. Trerretnaum. Yes, it was. 

Mr. DeWinp. Was Mr. Barron still on the case, or did this agent 
take over? 

Mr. Terrennaum. I think he went over on another case, but Mr. Pat 
Bovlan and Mr. Tillotson and Mr. Kabaker went into the examina 
tion of my books and records. My books and records, as far as my) 
professional conduct, were very simple, but my real-estate matters 
were handled by the firm of Willoughby & Co., real-estate agents in 
Chicago, and it was quite intricate. 

Mr. DeWixp. What was your real-estate holding that Willoughby 
& Co. handled for you ? 

Mr. Terrersaum. I still own, and had owned at that time, the 20 
Kast Jackson Building, located between Wabash and State Street, s 
it-story elevator building, and a half interest in the Fine Arts prop 
erties located at 410 to 418 South Michigan Avenue, Chicago, II! 

Mr. DeWinxpo. Who owns the other half interest in the Fine Art- 
Building / 

Mr. Terrenesum. Mr. Paul R. Simon, of Los Angeles, Calif. 

Mr. DeWinp. Was his interest handled for him by Willoughb) 
& Co., too’ 

Mr. Terretnaum. Yes, it was. 

Mr. DeWinp. Now, vou say the revenue agents began a routine 
audit of your tax returns in late 1947. and that really got under way 
in early 1948, is that right 4 

Mr. Trerrensaum. 148 and 1949, 

Mr. DeWinp. It really got under way in 148? 

Mr. Terrennaum. Yes, sir. 











INTERNAL REVENUE INVESTIGATION 1299 


Mr. DeW inv. Do you know when the special agents of the Bureau 
were brought into the case to make a joint investigation / 

Mr. Terrecsaum. I don’t know. 

Mr. DeWrnp. Was Mr. Kabaker a special agent ? 

Mr. Tetretsaum. I don’t know whether he is a special or general 
agent. 

Mr. DeWinp. When did you first have a conference with the In- 
telligence Unit in Chicago? . 

Mr. Terretsacm. With Mr. Stewart's office, you are talking about ? 

Mr. DeWrnp. No, that is the regional counsel’s office, I mean the 
Intelligence Office, Mr. Kabaker’s office. 

Mr. Terrersaum. The matter had taken a turn after April of 
1951_—— 

Mr. DeWrnp. No; T just asked vou if you could recall—or let me 
ask you: Do you recall when Mr. Kabaker first came into the case / 

Mr. Terrecnaum. I don’t recall that, either. 

Mr. DeWinp. Can you recall when you first learned that a possible 
charge of fraud was involved in the investigation ? 

Mr. Terrernaum. After April of 1951. 

Mr. DeWrnp. Prior to that, vou had no knowledge that a fraud 
investigation was under way? 

Mr. Terrennaum. T didn’t know of any frand. 

Mr. DeWrnp. Didn't you know of the possibility that you would be 
charged with fraud; that an investigation was being made? 

Mr. Terretnaum. No: because there was a normal investigation that 
was going to culminate toward a settlement, where the agent of the 
Internal Revenue Department and my counsel, Mr. Eugene Bernstein, 
whe was also my auditor, had gone through the books and records, 
and they had come to an agreement on figures, but not a tax: and from 
what T gathered and what I know from conversations with the agents 
and my counsel, all of these conversations taken in my presence, they 
were going to settle it on a 5 percent negligence basis. 

Mr. DeWinp. Let me ask vou, you said that you are admitted to 
practice before the Treasury Department ? 

Mr. Trerrenrnaum. Yes. 

Mr. DeWinp. Are vou familiar with the Bureau of Internal Rev- 
enue field organization ? 

Mr. Terrennaum. No: Tam not. The reason for that Treasury ecard 
was T had to take that one out in reference, before I was able to talk 
toa Treasury man in reference to an offer in compromise in 1943, and 
the man refused to talk to me until T got a Treasury card, and that 
was the only case in which T had reference to the Treasury Depart- 
ment, and T don’t practice before the Treasury Department. 

Mr. DeWinp. Then vou were not aware there was any significance, 
from the point of view of fraud investigation, to having the Intel- 
ligence Unit agents working on vour audit ? 

Mr. Trerrecnaum. That is correct. 

Mr. DeWinxp. Do vou know Mr. Frank Nathan? 

Mr. Trerrernaum. Yes: I know Mr. Frank Nathan, 

Mr. DeWinp. When did vou first meet Mr. Nathan ? 

Mr. Terrennacm. In November of 1950, 

Mr. DeWinp. In November of 1950? 

Mr. Terrennaum. Yes, sir. 


91550 —-52—pt. 2 
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Mr. DeWinpv. Who introduced you to Mr. Nathan ? 

Mr. Terrernaum. Mn J. Kenneth Edlin. 

Mr. DeWinp. Where were you when you met Mr. Nathan? 

Mr. Terrennaum. Walking along the street on Collins Avenue, 
Miami Beach, Fla. 

Mr. DeWinp. Could you just tell the committee what you were 
doing and how you came to meet Mr. Nathan? 

Mr. Terrernaum. Well, I have been a friend of Mr. Edlin’s for 
nbout 20 years, and around 6 o'clock in the evening, sometime in 
November, I was walking along Collins Avenue, and met Mr. Edlin, 
and he introduced me to Frank Nathan. 

Mr. DeWinp. Before you go on, who is Mr. Edlin? 

Mr. Terretnaum. Mr. Edlin is a real-estate operator, and he is a 
tenant of mine at 20 East Jackson Boulevard. 

Mr. DeWinp. Well, had vou met Mr. Edlin in connection with your 
real estate operations, was that it? 

Mr. Terrensaum. No; we have had some minor transactions within 
several years prior to that, and I have known him quite well; I thought 
I was a friend of his. 

Mr. DeWinv. What were the business transactions you had had 
with Edlin ? 

Mr. Terrecnaum. In 1943, I believe, I represented a client by the 
name of Herbert E. Stoner, a restaurant man, in the purchase of a 
building known as 30 North Dearborn Street, in which Mr. Edlin had 
the controlling interest under contract. And the title wasn’t clear, and 
it was clouded, and the firm of Wyman, Kirkland, Fleming, Green & 
Martin represented the seller, and T was representing the purchaser. 
And we found that we couldn't get title to the property, and my client 
sold his interest to the Chicago Title & Trust Co., who were interested 
in purchasing the entire half a block, or most of the half a bloek, 
for a $15,000 profit. And the Internal Revenue Department seruti- 
nized that deal very thoroughly, and they found that every dollar 
that was earned in that transaction, including the fee paid me by 
Mr. Stoner, the restaurant man, was fully accounted for. 

Mr. DeWrnp. Did you ever act as Mr. Edlin’s counsel ? 

Mr. Terrecsaum. Did T ever act as Mr. Edlin’s counsel? When 
I first started practicing law, I think T represented— 

Chairman Kine. I might say that I have learned a little bit about 
photographers in these last few weeks. All you need to do to get rid 
of them is put your hand up to your nose. 

Mr. Terrecsacm. Thank you, Mr. King. 

Mr. DeW inp. You were starting to say something about acting as 
Mr. Edlin’s counsel at some point. 

Mr. Trerrennaum. There was some small transaction in which I was 
associated with another attorney as his law clerk. 

Mr. DeWinp. In 1943, when this earlier matter came up, this 
joint real estate business with Mr. Edlin, did you know of any criminal 
charges that had been made against Mr. Edlin? 

Mr. Trerretpium. Against Mr. Edlin? 

Mr. DeWrnp. Yes. 

Mr. Terreceaum. In 1943, pending then ? 

Mr. DeWinp. No; pending, or had been. Did you know of anv 
criminal proceedings brought against Mr. Edlin? 
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Mr. ‘Terrennaum. I know, ves: IT remember a situation; yes. He 
was charged with violation of the Securities and Exchange Com- 
mission in Detroit, but that is his right of privacy, as 1 understand, 
and he is not on trial here. 

Mr. DeWinxp. No. What I was asking you was whether you were 
familiar with any criminal proceedings against Mr. Edlin. 

Mr. Terresaum. I understand he had a tussle with the law in the 
city of Detroit, the State of Michigan. 

Mr. DeWrnp. Did vou know what the outcome of that had been? 

Mr. Terrepaum. Shall I answer that / 

Mr. DeWrnp. Yes. , 

Mr. Terretpaum. I still think he is not on trial, if—— 

Mr. DeWinp. There is no trial involved here. 

Mr. TerreteaumM. It is a matter of public record. 

Mr. DeWinp. Surely. 

Mr. Terrennaum. He was sentenced and convicted, but I think he 
was convicted unjustly, in my opinion. 

Mr. DeWrnp. Apart from that, what was the outcome ? 

Mr. Terrenpaum. He served a sentence, a term in the penitentiary, 
at Terre Haute, Ind. 

Mr. DeWinp. You knew that at the time that you were introduced 
to Mr. Nathan by Mr. Edlin, is that right ? 

Mr. Trrretnaum. Yes, I knew that; ves. 

Mr. DeWinp. Now, let us go back. You are walking down Collins 
Avenue in Miami Beach with Mr. Edlin, and go on from there. How 
did you meet Mr. Nathan? 

Mr. Terrerpaum. Mr. Edlin introduced me to Mr. Nathan. 

Mr. DeWixp. You met him on the street ? 

Mr. Terrerpaum. Yes: I met him on the street. 

Mr. DeWtxp. And what did Mr. Edlin say? 

Mr. Terrernaum. Well, Mr. Edlin introduced him to me, and I 
met him; and from what I gathered, a subsequent conversation, what 
was said after I left but not in my presence, was 

Mr. DeWinp. Just a minute, hold that. What was said in your 
presence ¢ 

Mr. Trirernaum. He wanted to know where TI was staying, and 
I told him IT was staying at a house on La Gorce Drive. and he wanted 
the telephone number, and I gave it to him, to Mr. Edlin. And he 
said he would call me the following day. 

Mr. DeWrnp. Had you been discussing with Mr. Edlin the tax 
investigation ? 

Mr. Terrenpacum. Mr. Edlin was a friend of mine, and he knew 
of this investigation—and T wouldn't call it an investigation. I would 
have called it a normal inquiry of the Government on any taxpaver. 

Mr. DeWitxp. That was your impression. But anyhow, vou had 
told Mr. Edlin about the pending tax situation ¢ 

Mr. Terrennaum. Yes. 

: Mr. DeWinp. Was that the end of the conversation on that first 
day? 

Mr. Terretnaum. Yes: that was the end of the conversation that 
first day. 

Mr. DeWinxp. When did vou next see Mr. Nathan ? 

Mr. Terrecrnacm. Mr. Edlin called me the following day, in 
November 1950, and he asked me to come over to a home on Forty- 
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fifth Street in Miami Beach, near Sheraton Road, and when I went 
over there I saw Mr. Nathan, ‘and Mr, Edlin told me that was Nathan’: 
home. It isa small home. And without much ado, Mr. Nathan said 
to me—shall I relate the conversation ? 

Mr. DeWrnp. Yes: if the conversation was with you; yes. 

Mr. Terretpaum. Yes; the conversation was with me. 

So Nathan said, “I understand you have a tax problem.” And I 
said, “I have no tax problem, and so what makes you think I have 
a tax problem?” And he said, “Well, if you have a tax problem, I 
can help you.” 

And I said, “Mister, I have competent counsel in Chicago, and I 
need no help from you,” and he said, “If you ever need any help from 
me, just let me know.” And that was the substance of that conver- 
sation, and then it drifted on to something else. 

Mr. DeWinp. You visited for a time in the Nathan home? 

Mr. Terretracum. Yes. 

Mr. DeWrixp. Was there any further discussion about your tax 
problem ? 

Mr. Terrersaum. That day, no; no further conversation on that 
day. 

Mr. DeWinpv. Then at the end of that visit, did you and Mr. Edlin 
leave together? 

Mr. Trerretsaum. We went for a walk. 

Mr. DeWixp. Did you discuss the tax matter with Mr. Edlin 
during that walk? 

Mr. Trerrets,cum. T told him not to discuss my tax matter with any- 
body, because it is a matter between the Government and myself. 

Mr. DeWinp. Did he say that he had told Mr. Nathan about the 
tux matter? 

Mr. Terrennavm. I was under the impression that he did tell Mr. 
Nathan that I was a millionaire, that I had a lot of real-estate prop- 
erty, that [ once represented Mr. Capone; and Mr. Nathan told him 
I was a “good touch.” 

Mr. DeWrxp. Just a moment. How do you know that? 

Mr. Terrennaum. My recollection as to what the conversation was 
bet ween—— 

Mr. DeWinp. You mean you heard Mr. Nathan say this? 

Mr. Trrrensacm. It was my recollection of what Mr. Nathan told 
Mr. Elin at the first conversation. 

Mr. DeWinxp. You mean when you first met on the street ? 

Mr. Teirretnaum. Yes. 

Mr. DeWrnp. At that conversation, you recall that Mr. Nathan 
said to Mr. Edlin, in your presence—— 

Mr. Trerrecsacum. No. My present recollection is that was his sub- 
sequent conversation with Mr. Edlin; Mr. Edlin told me that. 

Mr. DeWrnp. Edlin told you that Nathan had said that to him? 

Mr. Trrretnaum. Yes. 

Mr. DeWrNp. But you didn’t hear Mr. Nathan say that? 

Mr. Terrecsaum. T didn’t hear Mr. Nathan sav that: no. 

Mr. DeWinv. But you do recall that Mr. Edlin told you? 

Mr. Terrennaum. Yes, I do recall that : ves, sir. 

Mr. DeWrxp. When did Mr. Edlin tell you that? 

Mr. Terretvaum. Well, about sometime in July. 
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Mr. DeWtnp. In July of what year? 

Mr. Trerreceaum. This year, 1951. 

Mr. DeWinp. Let me get this straight. 

Mr. Terreceaum. On the occasion of some other conversations. 

Mr. DeWrnp. In July of 1951, Mr. Edlin told vou that Mr. Nathan 
had said to him at about the time you met, that you would be a “good 
touch”; is that what vou are saying ¢ 

Mr. Tetrecspaum. That is what Mr. Nathan said. 

Mr. DeWinxp. That is what Mr. Edlin told you Mr. Nathan said ¢ 

Mr. Trerrecsacm. That is right. 

Mr. DeWinvp. Now, after those two meetings in November of 1950. 
did you see Mr. Nathan again? 

Mr. Terrenpacum. Yes: I have seen Mr. Nathan on and off on my 
visits to Florida: and my father was paralyzed with poliomyelitis, 
and he was paralyzed in both his hands and feet, and he is now de- 
ceased—he was boarding at the house on La Gorce Drive. And Mr. 
Nathan at various times started questioning me about income-tax 
matters, and I constantly cut him short, and he told me at one of the 
conversations that he was a partner to Mr. Jess Larson, and Mr. 
Theron Lamar Caudle. 

Mr. DeWinxpv. You say Mr. Nathan told you this? 

Mr. Trirernaum. Yes, sir: he did. 

Mr. DeWixp. Where were you when Mr. Nathan told you that‘ 

Mr. Terrenpaum. He was at his home. 

Mr. DeWixp. In Miami Beach 4 

Mr. ‘Terrennacum. In Miami Beach ? 

Mr. Terreceaum. Yes, sir. 

Mr. DeWinp. You were sitting around talking, and he was telling 
you about people he knew. was that it? 

Mr. Terrennaum. Yessir. 

Mr. I) Wun 1. And he said that he wis a part ner 

Mr. Terrenpaum. Yes, ir. 

Mr. DeWiunp. Of Mr. Larson and Mr. Caudle ? 

Mr. Terretnaum. Yes, sir. 

Mr. DeWinp. Did he say in what business he was a partner? 

Mr. Terrennaum. At a subsequent meeting, he showed me an oil 
ivreement. 

Mr. [1 WIND. Just a moment. Before we fo on, at this first meet 
ing when he said this, did he tell you what the business was ¢ 

Mr. Terrecnaum. As I recollect, it was an oil business, an oil 
venture. 

He also told me at that conversation that Mr. Lamar Caudle was a 
frequent house guest of his, and I didn’t have oceasion to find out 
who Lamar Caudle was at that time. 

Mr. DeWinpb. You didn’t know / 

Mr. ‘Terrennacm. I didn't know who he was: I didn’t know him 
from a bale of hay. 

Mr. DeWrnxv. Did you know who Mr. Larson was? 

Mr. Terrece,vum. T didn’t know him, either. 

Mr. DeWinp. What was the conversation about telling you that 
he was a partner in some oil venture with these people? 

Mr. Terrernaum. He was trying to impress me as if T had known 
who Mr. Larson was, and I didn’t pay attention, and IT didnt even 
go into detail. because I cut him short and I told him that, “T can 
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handle my own matters, and I don’t want you to mix into my affairs.” 

Mr. DeWunp. It was your impression he was trying to impress you, 
is that right? 

Mr. ‘Trerretnaum. Yes, sir. 

Mr. DeWinp. Well, now, on how many occasions, approximately, 
did you see Mr. Nathan during the winter of 1950-51 ¢ 

Mr. Terreceaum. I would say about 10 times. 

Mr. DeWinpv. Each time in his home in Miami Beach? 

Mr. Terrecsaum. Oh, no; another home on La Gorce Drive, where 
my father was. 

Mr. DeWinp. Whose home ? 

Mr. Terretnaum. Mrs. Novitsky. 

Mr. DeW inp. Who is Mrs. Novitsky ? 

Mr. Terretsaum. She is the mother, and father, of Mrs. Menkin, 
the place where my father was boarding there. 

Mr. DeWinpv. You say the Novitskys were the parents of Mrs. 
Menkin / 

Mr. Terre.saum. That is correct. 

Mr. DeW rnp. And it was at the Novitsky house that your father 
was staying? 

Mr. ‘Trerretraum. Yes, sir; my father and his nurse. 

Mr. DeWinp. What other conversations did you have with Mr. 
Nathan? 

Mr. ‘Terretsaum. In April—— 

Mr. DeWinpv. Pardon me. Before I go into that, during these 
conversations you related up to now, after the first conversation Mr. 
Edlin attended, were these conversations always alone with Mr. Na- 
than, or were there other people present ? 

Mr. Terrecnaum. There were other people present. 

Mr. DeWinpv. Can you remember any of those people ? 

Mr. Terrecsaum. Mrs. Menkin was present. 

Mr. DeWixp. Mrs. Menkin was present ? 

Mr. Terrecnaum. Yes. 

Mr. DrWinxp. Who else was present? 

Mr. Terre.paum. Up to April? 

Mr. DeWrnp. Yes; 1n any of these conversations you have related 
up to now, where you have already told us the gist of the conversa- 
tion. 

Mr. Terrernaum. His son-in-law was present, Mr. Les Sale was, 
at one of the times. 

Mr. DeWrnp. All right: so far you have related conversations i: 
which Mr. Nathan told you about his business associates, alleged 
business associates, and you thought he was trying to impress you: 
and did these conversations ever relate to any other matters? 

Mr. Trerrerpaum. Yes; it related to obtaining a first mortgage on 
the Sherry-Frontenac or some other property, property in Miami 
Beach, where there was a custom there to give a very small first mort- 
gage and a large second mortgage, and he though that by consoli- 
dating both mortgages into a one first mortgage to cover them bot), 
he would be able to make a commission. 

Mr. DeWrxp. That is, Mr. Nathan did? 

Mr. Terretpaum. Yes. 

Mr. DeWrnp. He discussed the matter with you ? 

Mr. Terreceaum. Yes, sir; he did. 
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Mr. DeWinp. During this period, would you say that you had 
become a friend of Mr. Nathan's, or felt you had ¢ 

Mr. Terretsaum. I wouldn't say a friend; no. 

Mr. DeWinp. What were the occasions for these visits, social visits ¢ 

Mr. Terretsaum. It was mostly business, and “You go ahead and 
drum up some business” for himself. 

Mr. DeWinp. And he wanted to talk to you about business mat- 
ters ¢ 

Mr. Terrecsaum. That is right. 

Mr. Byrnes. Would he contact you, or would you contact him? 

Mr. Terretnaum. He contacted me, and as a matter of fact, Mrs, 
Menkin became fast friends with his wife, and that is the relation- 
ship over there. 

Mr. Byrnes. You would go down there, and he would be the one 
who would contact you and want to talk to you and want to meet 
with you? 

Mr. Terre.saum. Yes, sir. 

Mr. Byrnes. You would not call him? 

Mr. Terrersaum. I had no occasion to. 

Mr. DeWrinp. You would say on some of those occasions Mrs. 
Menkin would go over to pay a social visit to Mrs. Nathan ¢ 

Mr. Terretnaum. They play canasta almost daily; they were canasta 
fiends. 

Mr. DeWinp. Well, now, did you ever have any further conversa- 
tions about your tax case ¢ 

Mr. Trerrenpaum. Yes, sir. 

Mr. DeWinp. When did that occur? 

Mr. Trrrensvium. In April, he came over to my place where I was 
staying—— 

Mr. DeWinp. Who came over? 

Mr. Terrensaum. Mr. Frank Nathan, and a Mr. Burt Naster. 

Mr. DeWtinv. How do you spell that ? 

Mr. Terreceaum. B-u-r-t K. N-a-s-t-e-r. 

Mr. DeWtnxp. You say Mr. Nathan and Mr. Naster came to the 
Novitsky house ? 

Mr. Terrecnaum. That is right. 

Mr. DeWinp. Did you know Mr. Naster? 

Mr. Terrecnaum. No, I didn’t. I had heard of him. I met him for 
the first time. 

Mr. DeWrxp. All right. what conversation took place at that visit? 

Mr. Terrecsaum. Mr. Naster told me that—the substance of it was 
that I was going to have some income tax trouble unless I employed 
them, meaning Frank Nathan and Mr. Burt Naster, for $500,000, And 
told him they were both crazy. 

Mr. DeWinxn. They said unless you employed them ? 

Mr. Trrretnaum. Yes, sir. 

Mr. DeWinp. For $500,000? 

Mr. Terrernaum. Yes, sir. 

Mr. DeWinp. Now, you are sure about that conversation ¢ 

Mr. Terrensvum. Yes, sir. 

Mr. DeWinp. Both Mr. Naster and Mr. Nathan are together speak- 
ing ¢ 

Mr. Trerrecrnaum. Yes, sir. 

Mr. DeWixp. Who was Mr. Naster, were you told ? 
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Mr. Terretnaum. Yes, sir; I was told that he was a partner — in 
tended partner of Mr. Nathan in the electric business, and Mr. Naster 
Was constructing in Holly wood, Fla., and Mr. Nathan was going to 
secure 10 percent of Mr. Nastor’s business. 

Mr. DeWrxp. Well, what did Nathan or Naster, or both of them, say 
they could do for you in connection with your tax case 

Mr. Terreceaum. They said that there was a clique in Washington ; 
that Mr. Charles Oliphant, Mr. Jess Larson, and there was a former 
collector of internal revenue by the name of Joe Nunan, and another 
man who had just resigned, of the Internal Revenue Department, Mr. 
Schoeneman, were all together with Mr. Larson, compr ised the whole 
I wouldn't say a triumvirate, but a combine—for the purposes of look 
ing around the country to see who are soft touches, or words to that 
effect. 

Mr. DeWinxp. Who said this? 

Mr. Terrensacm. Mr. Burt Naster. 

Mr. DeWinp. Mr. Nathan didn’t say that: it was Mr. Naster? 

Mr. Terrenrnaum. Mr. Naster said that. 

Mr. DeWixp. Did Mr. Naster - nition Mr. Caudle’s name, or not? 

Mr. Terrenenaum. Yes, sir: Mr. Naster mentioned Mr. Theron La 
mar Caudle’s name. too: and Mr. Nathan exhibited to me an oil con 
tract. a divisional sheet. in which Mr. Jess Larson’s name, Mr. Theron 
Lamar Caudle’s name, and Mr. Frank Nathan’s name, appeared. 

Mr. DeWrnp. It was at that meeting they showed you that? 

Mr. Terrecnacm. They showed me at that time; ves, sir. 

Mr. DeWinp. Well, did they say that Mr. Caudle was part of this 
combine vou referred to? 

Mr. Trerrecreacm. Yes, sir. 

Mr. De Winn. They did say that? 

Mr. Trerretnacm. Yes, sir. 

Mr. DeWinp. Or rather, Mr. Naster said it 7 

Mr. Trerrennaum. Mr. Naster said it, and Mr. Nathan was right 
there. ana he aequiesced, 

Mr. DeWinxp. Who exhibited this oil lease? 

Mr. Terreveaum. Mr. Frank Nathan did: and they further told me 
that if I don’t go ahead and let them take care of my matter, IT was 
going to be prosecuted and sent to the penitentiary. 

Mr. DeWinp. What else did they say ? 

Mr. Terretvacm. I didn’t believe them, and IT told them to go to 
bell. 

Mr. DeWinp. What else did they say ? 

Mr. Terrernacm. What ? 

Mr. DeWinp. What else did they say? 

Mr. Terretsaum. That is what they said. 

Mr. DeWinxp. Was there any further conversation ? 

Mr. Terrenpacm. Yes. They they could make it easy for me, and 
they could charge me $200,000, and the cost will be for me $200,000, and 
$300,000 for my partner. 

Mr. DeWinp. Did Mr. Naster give you any indication how he a 
quired all of this information ? 

Mr. Terrerpium. Yes, sir. He told me something else, and he said 
that he had served a term in the penitentiary for income-tax evasion 
and that if he had known at the time he was indicted what he know: 
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at the time he was talking to me, he never would have had to serve in 
the penitentiary one day. 

Mr. DeWinp. Now, can you fix precisely the date of this meeting ? 

Mr. Terrerpacm. This is around April 20. 

Mr. DeWInp. How dlo you recall that ? 

Mr. Terretnaum. I know it was the latter part of April, and I know 
it fixes matters, because subsequently in Chicago I started having re- 
percussions in my income-tax matter, from a matter which was about 
to be settled. 

Mr. DeWrwp. Just a moment. How do you establish in your mind, 
now, that it was April 20 ¢ 

Mr. Terrensaum. It was the latter part of April: I wouldn't say 
exact ly. 

Mr. DeWinp. The latter part of April? 

Mr. Terrennaum. Yes, sir. 

Mr. DeWrxp. And that you recall because you thereafter went back 
to Chicago, is that right? 

Mr. Terrenpaum. Yes,sir: and I made several trips. 

Mr. DeWinp. You went back in early May? 

Mr. Trerreteacum. Yes, sir. 

Mr. DeWunp. Or did you go back in April? 

Mr. Terretsnaum. I went back in early May. 

Mr. DeWrnp. So you would place this in the latter part of April? 

Mr. Terrecnaum. Pardon me, I have answered your question. 

Mr. DeWinp. How long did this conversation last ? 

Mr. Terrecsacum. It lasted as long for them to tell me that and for 
me to reject them, and I told them it was effrontery on their part, and 
I thought they were both crazy, and from— 

Mr. DeWinp. You didn’t believe their story ¢ 

Mr. Terreneacm. I didn’t believe their story. But the following 
day, the son-in-law of Mr. Frank Nathan came over to the house. 

Mr. DeWinp. Just a moment. Who is Mr. Nathan's son-in-law ? 

Mr. Terrenpacum. Mr. Les Sale. 

Mr. DeWinp. Had you met him before? 

Mr. Terrennacum. Yes: Thad met him. 

Mr. DeWinp. Where had you met him ? 

Mr. Terrennaum. He came over to the house, and he is married to 
the daughter of Frank Nathan. 

Mr. DeWinp. Where does Mr. Sale live / 

Mr. Terretenacm. He lives with Mr. Frank Nathan. 

Mr. DeWinxp. And you say the next day after the visit from Naster 
and Nathan, that Les Sale came to see you ¢ 

Mr. Terreneaum. Yes, sir. 

Mr. DeWixp. Who was there at that meeting? 

Mr. Terrenpium. Mrs. Menkin. 

Mr. DeWinp. Was Mrs. Menkin there the day before ? 

Mr. Terretpium. She was there the day before, too; yes, sir. 

Mr. DeWinp. So the next day Mr. Sale comes over, and you and 
Mrs. Menkin are present ¢ 

Mr. Trerrenpaum. Yes, sir. 

Mr. DeWinp. This is at the Nov itsky house again / 

Mr. Trerrensnvum. And tells me that his father is a blackmailer, his 
father-in-law is, and he is at the merey of his father-in-law, and he is 
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living at the house there, and he can’t go ahead and say anything 
about it; and his father-in-law cheated him out of several deals, and 
I am going to be a victim of an extortion plot, as several predeces- 
sors or several other people have been. And he further stated that a 
few weeks before that, he was up in Washington at the Mayflower 
Hotel where his father-in-law entertains a lot of political figureheads, 
and that he was present at a conversation between his father-in-law 
and Mr. Caudle, Theron Lamar Caudle, and my name was brought up 
there; and that Mr. Lamar Caudle called a Mr. Charley Oliphant 
on the telephone to press my case in Washington. 

Mr. DeWrnv. You say that Mr. Sales told you all of this? 

Mr. Terretnaum. Yes; he told me that; yes, sir. 

Mr. DeWinp. In Mrs. Menkin’s presence ? 

Mr. DeWixp. You say that Mr. Sale told you all of this? 

Mr. DeWixp. Was anybody else there? 

Mr. Terreneacm. Mrs. Menkin’s brother was in the house, but I 
don’t know whether he heard the conversation or not. 

Mr. DeWixv. Who was Mrs. Menkin’s brother / 

Mr. Terrersaum. Mr. David Ehrnstein, E-h-r-n-s-t-e-i-n. 

Mr. DeWinpv. You are not sure whether he heard this conversation 
or not ¢ 

Mr. Terrernaum. That is right. 

Mr. DeWrnp. Might he have heard the conversation ? 

Mr. Terretnaum. He might have heard the conversation; yes. 

Mr. DeWixp. Was it conducted in loud voices? 

Mr. Terrersaum. Well, when I started telling a man he is crazy, 
IT was heard. 

Mr. DeWinp. What did Mr. Sale tell you to do, if anything, about 
this situation he was deseribing to yous 

Mr. Terrennaum. He told me to protect myself the best 1 know how. 

Mr. DeWinp. Was this in the nature of a warning, or was Mr. Sale’ 
suggestion that you ought to go along with it? 

Mr. Terrensaum. No, he told me at that time, he told me that it was 
in the nature of a friendly advice, I should watch out for his father 
in-law, and he can’t say anything openly because he is at his father 
in-law’s mercy. 

Mr. DeWinp. Now, I understand you to say that Mr. Sale tol 
you he had been in Washington. 

Mr. Terreceaum. Yes, sir. 

Mr. DeWinp. And had attended a meeting at which Mr. Nathan and 
Mr. Caudle were present, is that what he said? 

Mr. Terre.eaum. That was the conversation: yes. 

Mr. DeWrnp. Just repeat again what he told you about that meet 
ing in Washington. 

Mr. Terrecnaum. He said his father had convinced Mr. Caudl 
that Mr. Caudle should call Mr. Oliphant and direct my case be 
brought to Washington, because I was going to be a victim of a black 
mail plot, and that was the nature of it. 

Mr. DeWrnp. Because you were the victim of a blackmail plot, o: 
because you owed taxes? 

Mr. Terretraum. No, sir; I felt I never owed taxes to my Gover: 
ment. 

Mr. DeWinp. I am trying to get what Mr. Sale said about yor 
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Mr. Terrecnaum. No. Mr. Sale tells me that this is the way his 
father works, and his father goes to Mr. Caudle, and that was the 
tip-off, and he says, “Mr. Caudle, you pay taxes and I pay taxes; 
what about this Mr. Teitelbaum in Chicago? How come he don’t 
pay taxes, or a just amount of taxes?” And that was the tip-off be- 
iween Mr. Nathan and Mr. Caudle, and Mr. Caudle calls Mr. Oliphant, 
and Mr. Oliphant goes ahead and proceeds with directions to Chicago 
to bring up this and proceed with their fraud case; and if they have 
a fraud case or if they haven’t got a fraud case. And then, when the 
“touch” is made and the blackmail is completed, Mr. Nathan will go 
ack to Mr. Caudle and tell Mr. Caudle that Mr. Teitelbaum is a 
friend of his, if I saw fit to pay off. But I told them that I wouldn't 
pay one penny for tribute. 

Mr. DeWinp. Is all this that you are relating, what Mr. Sale told 
you? 

Mr. Trrretnaum. Yes, sir. 

Mr. DeWtnp. Was anything else said at that conversation, and 

vhat did vou say to Mr. Sale when he reported this to you ¢ 

Mr. Terretnaum. I thanked him very much, and I said I thought 
his father and Mr. Caudle are both crazy; and at that time I first 
found out, I checked the records to find out who Mr. Caudle is, and 
who Mr. Jess Larson is, and I find that Jess Larson holds a very high, 
powerful position in our Government, that is my Government, too, 
And I find that Mr. Theron Lamar Caudle was the First Assistant 
\ttorney General in charge of Federal tax prosecutions. 

Mr. DeWinxp. When did you find this? After you had gone back 
to Chicago? 

Mr. Terretnaum. Yes, sir. 

Mr. DeWinp. How did you go about finding that out ? 

Mr. Terrennacum. Well, [ found my case was taking a different po- 
sition. Mr. Kabaker, the agent, told me that his case was being 
rushed from Washington, and before I knew it, this was going to be 
up before the special intelligence unit, Mr. Stewart’s office, the re- 
cional’s office, Mr. Stewart—— 

Mr. DeWinp. Let me get this straight. You went back to Chicago 
ifter this conversation in late April, and was it after you got back to 
Chicago that you learned your case had been moved forward ¢ 

Mr. Terrertaum. No, it hadn’t been moved forward yet. It moved 
forward at the point Mr. Kabaker was going to write a report, recom- 
mending a 5-percent negligence penalty in my case. 

Mr. DeWrxv. How did you know that? 

Mr. Terretnaum. Because he told it to my counsel; and he also—I 
leard him make the conversation, a conversation with my counsel. 

Mr. DeWinp. Mr. Kabaker and your counsel and you had had a 
conversation ¢ 

Mr. Terretnaum. Yes, sir. 

Mr. DeWtnp. In which he indicated he would write a report on a 
percent negligence penalty basis? 

Mr. Terretnaum. Precisely; yes, sir. 

Mr. DeWrnp. All right, now, when you went back to Chicago, did 


you confer with Mr. Kabaker, is that right? 


Mr. Terretraum. That is right. 
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Mr. DeWrnp. And he told you that the case had been changed, is 
that right ¢ 

Mr. Terrennaum. Yes, sir; that the front office asked him to write 
up the report in a different nature than he had originally conten 
plated; and before I knew it, the case was being prepared before Mr. 
Stewart, and I had known- 

Mr. DeWrxp. Mr. Stewart is the regional counsel in Chicago? 

Mr. Terrennaum. Yes, sir. And Mr. Stewart, the first preliminary 
matter—there wasn’t a hearing set vet, and he told Mr. White and 
Mr. Rywer, who were present, that he had known me for 20 years, 
and that he wasn’t going to make a recommendation in the case. 

And at that time, then, my counsel prepared, or asked time to pre- 
pare a memorandum on my matter, to show lack of intent, and show 
lack of scienter. 

Mr. DeWinp. What do you mean by “scienter™ ? 

Mr. Terrecnaum. Willful knowledge to evade. And 1 told him 
that when the hearing was set before Mr. White, Mr. Stewart wasn’t 
even present then, and I subsequently learned that Mr. Stewart made 
a recommendation, and it was despite the fact that there was a find. 
ing of fact by Mr. White, the regional counsel's office, the gentle 
man who conducted the hearing in my matter, that I had fully ae. 
counted for my income according to my income-tax returns, and what 
deductions I have taken or failed to take were readily ascertainable 
by a mere cursory examination of the income-tax returns, and there- 
fore, he felt that there was no willful intent to evade. 

I told him that IT was a great believer in the late Justice of the 
United States Supreme Court, Oliver Wendell Holmes, who stated, 
“I love to pay taxes. With taxes IL buy civilization.” And with 
that, the meeting was concluded. 

The next thing IT heard, the matter was transferred over to Mr. 
Riley Campbell's office in Washington. 

Mr. DeWinp. Who told you of that ? 

Mr. ‘TrerrennauM. My counsel, Mr. Bernstein, told me that he re 
ceived a letter from Mr. Stewart, advising him the case was trans- 
ferred to Riley Campbell's office. 

Mr. DeWinxp. Do you recall when you learned of that ? 

Mr. Terrecnaum. When I was in Riley Campbell's office, on July 
16. TL appeared with my counsel, Eugene Bernstein, in Riley Camp- 
bel l’s office, where they gave me a “Count of Monte Cristo” trial. 

Mr. DeWinp. Where they what / 

Mr. Trerreneaum. Well, they gave mea hearing, a “Count of Monte 
Cristo” hearing. The fact they gave me a hearing, and he said to me. 
starting the conversation, he said, “You called for this hearing, and 
you asked for the hearing,” and no matter what I said to him, the 
fellow differs, and he was sitting there- 

Mr. DeWtnp. That was the impression you had ? 

Mr. Terrecsaum. That was the impression I got. But he did make 
one statement to me, which I thought wasn’t called for, and he asked 
me why I formed a corporation. And I said, “The Supreme Court 
of the United States says that vou have a right to avoid the payment 
of taxes if you do it legally by form of a corporation,” and I told him 
that I formed a corporation, and the corporation was legally formed, 
and I did it for the purpose of preventing any deficiency decree 
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And I told him that I was buying real estate, and I was also signing 
papers for heavy indebtedness, that would have taken back a pur- 
chase money mortgage, and I, being a counsel, I didn’t want to have 
a deficiency judgment against me for the rest of my life, or accord- 
ing to the statute of limitations of 20 years— 

Mr. DeWtnp. Just a moment. 

Mr. Terreneacum. And it was for the purpose of forming a cor- 
poration. 

Mr. DeWinxv. Mr. Teitelbaum, you understand here that it is not 
the function or the purpose of the committee to make any opinion or 
determination about your tax case. 

Mr. Terrenpaum. | am fully aware of it, and I expect no immunity 
from you. 

Mr. DeWinp. Now, what I want to get at is this: When you went 
back to Chicago and found that your case was being referred to Wash- 
ington, did you discuss with your counsel, Mr. Bernstein, what had 
developed in Florida, that vou have just testified to here ¢ 

Mr. Trerrennaum. The first time IT realized that there was some 
skulduggery done by Mr. Nathan and Mr. Burt Naster was then 
when I didn’t feel L was getting a fair hearing before the Bureau 
of Internal Revenue. 

Mr. DeWinp. But up to July of 1951 you had not told Mr. Bern- 
stein of your experience in Florida ¢ 

Mr. Terrecsaum. That is correct. 

Mr. DeWrxp. Tlad vou told anybody else? 

Mr. Terrecnaum. Had 1 told anvbody else? No: I didn’t tell any 
body else. 

Mr. DeWixp. You had not discussed the matter with anvbody ¢ 

Mr. Terrernaum. On July 16 there were some other conversations. 

Mr. DeWinp. Prior to July 16, between the end of April and July, 
vou had not discussed your conversations with Nathan and Naster and 
Mr. Sale, with any body else ¢ 

Mr. Trerretnaum. Nobody else. 

Mr. DeWinp. You hadn't told anybody about it ? 

Mr. Trerrennaum. No, sir. 

Mr. DeWinxp. You are sure of that / 

Mr. ‘Trerrennaum. IT am quite sure of that, unless you can refresh 
my recollection. 

Mr. DeWixp. Do you know Mr. T. 'T. Cohen ? 

Mr. Terrennacum. Yes, sir: I do know him. 

Mr. DeWinp. Where did vou meet Mr. Cohen ? 

Mr. Terrecnaum. On an airplane. 

Mr. DeWixp. When? 

Mr. Terrecenaum. Oh, the hearing in Washington was on July 16, 
and [immediately went to Florida. Between that conversation, there 
is another conversation which T would like to relate to this honorable 
committee, to get the continuity of events, and may IT suggest it ¢ 

Mr. DeWrnp. All right. 

Mr. Terrennaum. I had ealled Florida, and T had asked Mrs. 
Menkin to find out whether Mr. Nathan was there, and she advised 
me that she found out from his wife, Goldie Nathan, he was going 
to come down that night. And so Mr. Bernstein and I went to the 
airport, and Mr. Bernstein went back to Chicago, and I flew the 
Capital Airlines down to Miami Beach, Fla. 
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Mr. DeWinp. This is on the night of the 16th of July? 

Mr. Trerre.saum. I am talking of the 16th of July; yes, sir. 

On the 17th of July, about 10 o’clock, Mr. Nathan drove up to the 
house on La Goree Drive with an open Cadillac, and he rang the 
bell and I went outside, and I told him to drive a few blocks away 
where I wanted to talk to him in private. And I said to him—thi- 
was the substance of that conversation, which is very relevant to thi- 
matter—and I said to Frank Nathan, and I said, “Frank, do you know 
why I am here?” And he said, “Sure, I know why you are here.” He 
said, “You want me to help in your income-tax matter.” 

And I said, “Frank, aes did you do about my income-tax mat 
ter?” And he said, “Well, what did you expect me to do?” And he 
says, “We have a matter here, and do you want me to help you or 
don’t you want me to help you?” 

And I said, “What did you do in reference to my income-tax mat 
ter?” And he said, “Well, I went ahead, and I didn’t know you as 
well then as I know you now, but you have trouble, and I can take care 
of you.” 

And T said, “What do you mean, you can take care of me? You 
put me in trouble, and what did you put me in trouble for?” 

And this is what he said to me, and he said, “Wouldn’t you, as 
a lawyer, put anybody in trouble if you could make half a million 
dollars?” 

And I answered him twofold, and I said, “I wouldn’t put anybody 
in trouble for any amount of money, if you give me $100 million.” 
And the second answer, I told him if I had a revolver there I would 
have killed him, and I told him that he and his crooked friends ought 
to go ahead and be indicted by our Government for trying to perform 
or exact any tribute from me in the form of extortion. 

Mr. DeWinv. What did Mr. Nathan say to that ? 

Mr. Terrecnacm. Well. he felt very much taken aback at what | 
had to say, and he said, “How can I go back to my friends and offer 
them less than $500,000? They will tell me, “There is less than $500,- 
000 in the matter? when I told them originally there was $500,000 
in it.” 

Mr. DeWrnp. He had told who? 

Mr. Terrensaum. He intimated to me that he had told Mr. Caudle 
that, his partner. 

Mr. DeWinp. Did he say that, or did you just gather that ? 

Mr. Terretnaum. He told me that. 

Mr. DeWtnp. This all took place while you were driving in his 
car? 

Mr. Terretnacum. Yes. And he let me off, and he drove back then 
to the house and let me off; and within an hour and a half, he came 
in with Mr. Burt Naster, his confederate, and Mr. Burt Naster said 
to me, in front of Mrs. Menkin—the man had no—how can I put it’ 
Well, he had the gall of somebody, anyway. And I want to use » 
slang word, but I had better not, and T will put it this way: He had 
his temerity in asking for something, after I had refused him severa! 
times, and now he came back and he said to me, “I don’t know whethe: 
I can fix your case for $1 million,” and he said, “If I were you, I woul: 
get busy on the matter right away and take care of your matter. 
(Otherwise, you are going to the penitentiary.” 
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I escorted him to the door, to say it mildly, both of them I did. He 
told me he wanted one—he wanted $175,000 down and 72 hours later 
he wanted $325,000—and I told him he was crazy ; there is not so much 
money in the world, as far as I was concerned. 

Mr. DeWinv. Was anything else said? Was that the whole con- 
versation ¢ 

Mr. Terretnaum. That was the whole conversation then. 

About a half hour later, 1 received an anonymous call from a so- 
called Mr. Watson from Palm Beach, thick German accent, who 
idvised me that I had better take Mr. Nathan and Mr. Naster’s ad- 
vice, “because they have Mr. ‘O’*,” meaning Mr. Oliphant, and I 
asked him who he meant by “O,” “and Mr. Caudle in their vest 
pocket.” 

Mr. DeWinp. Just a minute. You say within a half hour after 
Nathan left, you had a long-distance call from where? 

Mr. Terrecsaum. From Palm Beach, a collect call. 

Mr. DeWinxp. This was from somebody whose voice you did not 
recognize? Did you ask this person who it was, what his name was? 

Mr. Terrennaum. He said he was giving a fictitious name, and for 
the purposes of calling, his name was Mr. Watson. 

Mr. DeWinp. What did you say to Mr. Watson ? 

Mr. Terrecnaum. I told him that I was going to call the FBI in. 

Mr. DeWinp. You told him you would call the FBI in? 

Mr. Terrecsaum. Yes, sir. 

Mr. DeWinp. Did you? 

Mr. Terrennaum. No, I didn’t. 

Mr. DeWinp. Why didn’t you? 

Mr. Terrensaum. IT went back and consulted with my lawyer. 

Mr. DeWinp. Mr. Bernstein? 

Mr. Terrenpaum. Yes, sir. 

Mr. DeWinp. That is, you went right back to Chicago? 

Mr. Terre.paum. I went back to Chicago. But on the way, on that 
plane trip going back, that same night, I had met this I. T. Cohen 
you are talking about, just a matter of coincidence. 

Mr. DeWinv. You were flying from Miami to Chicago? 

Mr. Trerrecsaum. Yes, sir. 

Mr. DeWinp. How did you meet Mr. Cohen? 

Mr. Terrepnaum. What ? 

Mr. DeWixp. How did you meet Mr. Cohen ? 

Mr. Terreteaum. Casually. He was on the plane sitting right next 
to me, 

Mr. DeWrnp. Did you know who he was? 

Mr. Terrenpaum. No, sir. 

Mr. DeWrxp. You had never met him before? 

Mr. Terrenbaum. Never met him before. 

Mr. DeWinpv. And did you talk to him about your tax case? 

Mr. Terrecnaum. Yes, sir: T did open up to him, because he found 
nie dejected, and he said, “What is the matter?” And T said, “You 
know, a funny situation happened to me. Somebody is trying to 
shake me down.” 

And he said, “Why don’t you tell me about it? Maybe I can helo 
vou. Lama lawyer.” 

And T said, “Iam a lawyer, too, and that didn’t help me much.” 
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He told me he was a tax man, and then he says, he took out a let 
ter from Mr. Theron Lamar Caudle, to my surprise, and he said he was 
a very personal friend of Lamar Candle, and he, Mr. Caudle, was 
in E urope, and as he landed in France he mailed the letter to Mr. 
this I. T. Cohen. And he seemed to be a very fine gentleman, as far 
as I know. 

Mr. DeWinp. Did you tell Mr. Cohen all about it. the full details? 

Mr. Trerrensaum. I told him in the abstract, about some third 
party doing it to my brother, meaning myself all of the time. 

Mr. DeWixv. Did you—— 

Mr. ‘Terrennaum. He at first said he thought it was one of those 
improbable stories, and he could believe it of Frank Nathan but it is 
hard to believe it of Lamar Caudle. And he said, *You ought to call 
it to his attention.” 

Mr. DeWinxpv. Did he say it was hard to believe, or just wasn’t so? 

Mr. Terrecevum. He said it was hard to believe. 

Mr. DeWinxp. Then you told him the whole thing in pretty much 
detail ? 

Mr. Terrennacm. Not much detail; only about the attempted ex- 
tortion. 

Mr. DeWinxp. You mentioned Mr. Nathan’s name ? 

Mr. Terrecsasum. Yes. He knew Mr. Nathan. 

Mr. DeWinp. And you mentioned Mr. Caudle’s name? 

Mr. Terretpaum. Yes, sir. 

Mr. DeWixp. Did you mention the rest of the people in the alleged 
combine ? 

Mr. ‘Trerrecnaum. No; T didn’t, and T didn’t have occasion to, 

Mr. DeWixp. Well, was that all of the conversation that you had 
with Mr. Cohen about the tax case? 

Mr. Terretnaum. No: I had other conversations. TI went on to 
Chicago, and he told me he was going back to Atlanta, and IT took his 
name; and Thad occasion to talk to him when T was down in Atlanta. 

That night on arriving in Chicago, T immediately went to the home 
of Mr. J. Kenneth Edlin, and it was on the 17th—they certainly got 
me hopping at that time—to find out what they were trying to do, 
and when IT found T was an intended victim of an extortion plot. And 
so I went down to the home of J. Kenneth Edlin. It was about 1! 
o'clock at night, on the 17th of July. And Mr. Edlin was outside of 
his house, and T went in the house with him. and T told him what 
transpired, what Frank Nathan was trying to do to me. And he says, 
“Let me call him up.” And T said, “Well, T don’t know whe _ you can 
reach him.” And so he tried to reach him in Miami Beach, and he 
found out he had left Miami Beach and he was already aceed in 
at the Waldorf Astoria in New York. And he got him at the Wal 
dorf Astoria in New York, and he had a conversation with Mr. Frank 
Nathan in my presence, over the telephone. And do you want to know 
the substance of that conversation ? 

Mr. DeWinpv. Yes. 

Mr. Terrennaum. He said, “What are vou trying to shake my friend 
down for half a million dollars for?” And he says, “I am not trying 
to do it”: he said “Mr. Nastor is doing it.” 

Mr. DeWinpv. You didn’t hear this conversation; you just heard 
Mr. Edlin speak? 
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Mr. Trerrensaum. Well, T heard the other conversation, too, partly. 
My head was right in the receiver, too, 

Mr. DeWinp. So you could hear Mr. Nathan's voice? 

Mr. Terrenesaum. No: I couldn't hear his voice: I heard a voice, but 
I didn't hear it exactly, and it wasn’t to my ear. But I know he called 
the Waldorf Astoria to be connected with Mr. Frank Nathan. around 
midnight. 

Both Mr. Edlin and IT decided to go down to Atlanta, Ga., the next 
day, to interview a mutual friend—TI am off on that for just a mo- 
ment— 

Mr. DeWinxp. You say you and Edlin decided ¢ 

Mr. Terrecnaum. We took a plane down to Atlanta, Ga., and we 
went to the Ainsley Hotel, the very next day, and we met a gentle 
man down there who was vice president of the Eastern Air Lines and 
director of some railroads. 

Mr. DeWinp. Could that be Mr. Wiley Moore ¢ 

Mr. Terremaum. Yes; Mr. Wiley Moore. And Mr. Wiley Moore 
reaffirmed the statement that Mr. Bernstein told me, and he said I 
should get a Washington lawyer, because it would require a lot of 
time in Washington. And Mr. Wiley Moore suggested the name of 
William A. Sutherland, a reputable lawyer in Washington, of tne 
firm of Sutherland, Tuttle & Brennan. 

Mr. DeWinxp. Had you known Mr. Moore before ? 

Mr. Terrecsaum. I met him on one occasion: yes. 

Mr. DeWixp. Why did you think that you would go to see Mr. 
Moore ? 

Mr. Trrretpaum. Because it was my impression at that time that 
Mr. Edlin met Mr. Nathan through Mr. Moore, and I felt that—I 
first accused Mr. Edlin of being in cahoots with Mr. Nathan. and he 
went down there alone with me as my friend, to go ahead and prove 
tome that he wasn’t. 

Mr. DeWinxp. And you decided you would go and see Mr. Moor 
hecause you thought that Nathan had met Edlin ¢ 

Mr. Terretnaum. Beeause I had known that Mr. Nathan’s son-in 
law, this Les Sale, was parthers in a lumber business W ith Mr. Moore's 
son-in-law, and they had a falling out. 

Mr. DeWinxp. Why did that seem toe you to be a good reason for 
seeing Mr. Moore / 

Mr. Terrennvaum. Beeause I thought maybe he would know more 
about these attempted shake-downs. And Mr. Moore said that Mr. 
Nathan did it toa friend of his. a different friend of his. 

Mr. DeWinp. You talked to Mr. Moore then about this alleged 
shake-down / 

Mr. Terrennaum. Oh, ves. T explained it to him. 

Mr. DeWinxp. Tsee. In detail / 

Mr. Terreenvem. In detail: ves, sir. 

Mr. DeWixp. What did Mr. Moore say about this? 

Mr. Trerrernaum. He thought it was a dirty shame. He thought 
the man should be sent to the penitentiary, 

Mr. DeWitxp. And it was then that Mr. Moore suggested that you 
retain Mr. Sutherland ? 

Mr. Trerrennaum. Yes, sir: he called up Mr. Sutherland and ar 
ranged for my meeting, and Mr. Edlin and I took the airlines up to 
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Washington, D. C., and I retained Sutherland’s firm the following 
day. 

Mr. DeWinv. Now, did you see Mr. Sutherland at that time? 

Mr. Trerretpaum. Yes; I saw Mr. Sutherland. 

Mr. DeWrnp. Did you tell him the whole story ? 

Mr. Trerrecsaum. I told him the story about the income-tax matter. 
Not about the attempted shake-down yet. 

Mr. DeWtxp. You did not? 

Mr. Terre.paum. No,sir. I wanted to try the matter on the merits, 
because it still was before the Bureau of Internal Revenue. 

Mr. DeWinxp. Well, you told Mr. Moore, and Mr. Moore had intro- 
duced you to Mr. Sutherland ? 

Mr. Trrretnaum. Yes, sir. 

Mr. DeWtnp. But you did not tell Mr. Sutherland? 

Mr. Terrecsaum. I did not tell Mr. Sutherland; no, sir. 

Mr. DeWrxp. Didn't you feel that was something Mr. Sutherland 
wanted to know ¢ 

Mr. Terrernaum. No; I didn’t think so at the time. I wanted to 
try the income-tax matter on the merits without any extraneous mat- 
ter. And it ison that basis. He is my counsel. 

Subsequently he learned, on August the 29th. He found out 
about it. 

Mr. DeWrxp. How did he find out. about it? 

Mr. Terretpaum. Mr. Elsalz was checking Mr. Bernstein’s records 
over again to represent me before the Internal Revenue Department. 

Mr. DeWrnp. Who is Mr. Elsalz? 

Mr. Terrenpaum. He is one of the partners of Sutherland, Tuttle 
& Brennan—Herbert T. Elsalz, of Atlanta, Ga., and Washington. 

Mr. DeWrnp. Go ahead. 

Mr. Terrersaum. He and Mr. Muir, also of the firm of Sutherland, 
Tuttle & Brennan, went to Chicago, and for several days examined all 
the records. I went ahead and compiled my records to show, to prove, 
that there was no criminal intent or intent to evade the payment of 
any income tax or to violate any of the laws promulgated by the 
United States statutes covering income tax. 

Mr. DeWrnp. Now, how did the Nathan matter come out in the 
course of that ¢ 

Mr. Trerretnaum. He started asking me about why this rush-up 
job, how come it was all hurried up when it was about to be settled. 
So I had to tell him that. I first told Mr. Bernstein, for the first time, 
and then he told me to tell it to my counsel, and I told it to the counsel, 
and they took a transcript of that. 

Mr. DeWrnpv. Did Mr. Bernstein continue to represent you during 
this time, or had he been replaced ? 

Mr. Terretrnaum. He was replaced by Sutherland’s firm, but he 
takes care of my current income-tax returns. He has been filing my 
returns from 1948, 1949, 1950. 

Mr. DeWrnp. He is still your counsel, then, though not working on 
the tax case? 

Mr. Terreitpaum. He is still my counsel; yes. A very capable man, 
incidentally. 

Mr. DeWrnp. All right. So then you disclosed to Mr. Elsalz and 
Mr. Muir the entire story that you have related here about Mr. 
Nathan? 
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Mr. Trrrecpium., Yes, sir. 

Mr. DeWrnp. And what did they say about that? 

Mr. Terretpaum. They thought it was a dirty shame. 

Mr. DeWrnp. Well, did you discuss what ‘should be done about 
it ¢ 

Mr. Terreneaum. I told them as far as I was concerned, I wanted 
them to hear my matter before the Internal Revenue Department on 
the merits, and this extraneous matter had no bearing upon the 
merits. and all I wanted was a fair trial, a fair hearing before the 
Board. 

Mr. DeWrnp. Well, does that indicate that you didn’t believe the 
story that Nathan had told you? 

Mr. Terrennaum. Sure, I believed the story. IT didn’t believe it at 
first. But on July 16 1 believed it, when he told me he did it. Yes: 
I wouldn't have threatened the man, to kill him, if I didn’t think so. 

Mr. DeWinpv. Well, just how did you think, then, that you were 
coing to get a fair hearing, if you believed that this combine existed ? 

Mr. Terrennacm. W ell, Mr. Sutherland brought this to the atten- 
tion of the committee, feeling that he is doing : a publie service, and 
I volunteered my matter regardless of any consequence, because I feel 
it is my interest to the public to bring this thing to light. 

Mr. DeWrnp. But what I wanted to get straight was this: Prior 
to that time you had not told Mr. Sutherland, because you wanted 
the matter presented on the merits. But if you believed this story 
Nathan a Naster told you, then you would have believed you 
couldn't get a fair hearing? 

Mr. Trrrennaum. Well, I thought I didn’t get a fair hearing in the 
Department of Internal Revenue. All I want isa fair hearing on the 
thing. 

Mr. DeWinp. That is all you want. But how do you combine the 
two thoughts? You believed this story Nathan told you. 

Mr. Trrrecsacm. I didn’t believe it at first, but I certainly believed 
iton July 16 when he told me what he.did. 

Mr. DeWinp. How did you think you were going to get a fair hear- 
ing on the merits, then? 

Mr. Terrersaum. Because I felt that my counsel at that time could 
present it ina way that I would get a fair hearing. 

Mr. DeWinv. Well, had the thought occurred to you at all, or did 
it ever occur to you, that Mr. } Nathan and Mr. Naster might be just 
telling you something that wasn’t true? 

Mr. Terrernaum. It was no mere coincidence. This was no mere 
coincidence, Mr. DeWind. It was a series of facts and acts that went 
ahead, I understand; that Mr. Struitt made a statement that the case 
was being hurried in Washington. And it was right after one of the 
conversations that Mr. Naster and—the early conversation between 
Naster and Nathan. 

Mr. DeWinp. Is that what convinced you that the story was true, 
that your ease moved forward to Washington very shortly after that ? 

Mr. Trerreceaum. Out of its natural course; yes, sir. And I would 
like to reiterate again, I was not promised any remuneration, reward, 
or immunity. And as far as I am concerned, I did nothing wrong. 
And my conscience is clear, and I come here to tell the truth in the 
light of the public. 

Mr. DeWinp. That is all Ihave, Mr. Chairman. 
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Chairman Kine. Mr. Byrnes? 

Mr. Byrnes. There is one thing that puzzled me, Mr. Teitelbaum 
You said that in April when you were down in Florida, Mr. Sale- 
came to vou and told you about his father-in-law and not to trust his 
father-in-law; is that correct ? 

Mr. Trerrernxcm. That is correct. 

Mr. Byrnes. Why would he volunteer this information to vou / 

Mr. Terrecnvum. Beeause he felt his father-in-law had given him 
several trimmings in the past on deals. That is what he intimated. 

Mr. Byrnes. He was still living with his father-in-law / 

Mr. Terrennaum. He said he was an object of his bounty. He said 
he couldn't help himself. 

Mr. Byrnes. Was hea pretty close friend of Sale’s ¢ 

Mr. ‘Terrensacm, His wife became a close friend of Mrs. Menkin’s. 

Mr. Byrnes. Was this before April, or subsequently / 

Mr. Terrensaum. This was subsequent to April 21, around the lat- 
ter part of April, after that meeting between Naster and Nathan and 
mvself, in the presence of Mrs. Menkin. 

Mr. Byrnes. You have no other explanation as to why in April be- 
fore there was this family friendship he shovild just come and vol- 
unteer all this information ? 

Mr. ‘Trerrecnaum. There was friendship there, because Mrs. Men- 
kin told me that Mr, Lamar Caudle—she had met Mr. Lamar Caudle 
at Nathan's home. And she had met another man subsequent to 
that time who was still in the Department of Justice, a Mr. Meyer 
Rothwacks, and that Mr. Nathan introduced Meyer Rothwacks to 
her at the Sherry-Frontenac Hotel as Mr. Caudle’s counsel. And I 
tind that—just recently I checked again. They were throwing names 
at me, so I went again and checked who Meyer Rothwacks was, and 
I understand he is now in the Justice Department, on income-tax 
matters, 

Mr. Byrnes. Did you run into Mr. Rothwacks on any other 
oceasion ? 

Mr. Terrennaum. I don’t even know Mr. Rothwacks. 

Mr. Byrnes. You felt that Sale’s volunteering this information wa 
a matter of friendship with your family ? 

Mr. Terrennaum. I think so. 

Mr. Byrnes. In April? 

Mr. Terrennaum. I think so: ves, sir. Ife didn’t want me to be a 
victim like some of his father’s so-called clientele. 

Mr. Byrnes. Do I understand that you volunteered this infornia 
tion relative to the so-called shake-down to the committee through 
Mr. Sutherland / 

Mr. Terrennvum. Yes, sir. He felt it was his public duty to do so 
He felt that Mr. King and Mr. O’Brien and the other honorable and 
distinguished gentlemen here are doing a very fine job in the light 
of the public, that none of the public are safe, in view of the fact 
that some people are using their public office for their own 


agerandizement. 

Mr. Byrnes. So that you did this on a voluntary basis? 

Mr. ‘Terrenpaum. Yes, sir; I positively did, and I feel T owe it to 
every citizen and every taxpayer. There certainly should be a stop to 
this thing, and someone has to have the intestinal fortitude to stop it. 

Mr. Byrnes. That is all, Mr. Chairman. 
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Mr. DeWinpv. Mr. Teitelbaum, I would like to ask you one or two 
more things. Did youever see Mr. Nathan after this last conversation 
vou related, in Miami? 
~ Mr. Terrenpaum. Yes, sir: I saw him about a month and a half ago. 

Mr. DeWinp. Where did you see him / 

Mr. Terrecsaum. I saw him—he stopped at the home in Chicago of 
Mrs. Menkin. 

Mr. DeWinv. He stopped at Mrs. Menkin’s home? 

Mr. Terrensnaum. Yes. His wife was a cuest of Mrs. Menkin, and 
he stopped there for one night, and when he wasn't welcome, he 
and his wife went to the Stevens Hotel. 

Mr. DeWinp. You say you saw him at Mrs. Menkin’s home in 
Chicago? . 

Mr. Terrernaum. Yes, sir. 

Mr. DeWinp. How did that come about / 

Mr. Terrennaum. Well, he came there—his wife called him, and 
she was very close with Mrs, Menkin. Mrs. Menkin and Mrs. Nathan, 
I told you before, were canasta players and friends. And she was 
staying there. 

Mr. DeWinp. Mrs. Nathan was staying with Mrs. Menkin? 

Mr. Terrecnaum, That is right. 

Mr. DeWtnv. And then Mr. Nathan showed up? 

Mr. Trerretnaum. Showed up; that is right, for 1 day. After the 
! night he stayed over there, he went to the Stevens Tlotel: and. a 
few days later, he shows up in the office to borrow money from Mrs. 
Menkin’s brother, who works for me, and he borrowed 82.500; gave 
hima check, and the check bounced three times. 

Mr. DeWinp. Did Mr. Nathan see you at your office 4 

Mr. Terrennaum. Yes: he came into the office. 

Mr. DeWinxp. Did vou see him? 

Mr. Terrennaum. TI saw him. That is the time he came to borrow 
the money from Mer. Bernsteim. 

Mr. DeWinp. Let me ask vou this, Mr. Teitelbaum. Apart from 
what Mr. Naster and Mr. Nathan told you, and apart from this oil 
lease that vou say was exhibited to vou showing Mr. Larson’s name, 
Mr. Caudle’s hime, and Mr. Nathan’s Dithie, Was aly other type of 
evidence ever shown to vou that would have led vou to believe this 
<Tory ‘4 

Mr. Terrennaum. Yes. 

Mr. DeWinp. What was that? 

Mr. Terrennacum. Yes. Mrs. Menkin related to me a conversation 
she had with Mr. Caudle. 

Mr. DeWixp. I beg your pardon. I did not hear that. Would 
vou read that, Mr. Reporter ¢ 

(The reporter reads, as requested. ) 

Mr. DeWInp. Mrs. Menkin related to you a conversation she had 
with Mr. Caudle ? 

Mr. Terrenrnaum. Yes: at the Nathan home in Miami Beach, Fla. 

Mr. DeWinp. Allright. Ithink perhaps that is something that we 
should get from Mrs. Menkin instead of from you. 

Mr. Terrennaum. That is right. 

Mr. DeWinp. Was there any other evidence that was ever pre- 
sented to you! 
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Mr. Trerrecesaum. Well, the son-in-law’s conversation—the conver- 
sation had by Mr. Caudle and Mr. Nathan in the presence of Mr. Sales 
in calling up Mr. Oliphant. 

Mr. DeWtinp. Mr. Sale reported that to you? 

Mr. Terretpaum. Yes, sir. 

Mr. DeWrnp. You didn’t know of your own knowledge that it hap- 
pened. It was simply what Mr. Sale was telling you? 

Mr. Trrreteaum. If 1 recall correctly, there is something else. 

Mr. DeWinp. Do vou have any other direct evidence ? 

Mr. Trerretnaum. Yes, sir. 

Mr. DeWinp. I don’t mean hearsay. I mean direct evidence. 

Mr. Trerreceaum. [T understand from Mr. Struitt that he stated spe- 
cifically that he received a teletype message from Washington to rush 
the case to Washington. 

Mr. DeWrtnxn. Mr. Struitt told you that? 

Mr. Trerrensauw. Yes, sir: he said that. 

Mr. DeWinv. When did he receive this teletype? 

Mr. Terrecsacm. I don’t know. 

Mr. DeWinp. When did he tell vou about it / 

Mr. Terretnaum. I think around the first hearing. 

Mr. DeWinv. First what ? 

Mr. ‘Terrensaum. The first matter, the preliminary. They only 
had one hearing. when the matter was there for the first time. 

Mr. DeWixp. When would that have been? In May or June? 

Mr. Terrecn,um. About that time: yes, sir. 

Mr. DeWixp. But after April? 

Mr. Trerrernaum. Oh, ves. 

Mr. DeWinxp. And that you considered to be further evidence that 
something had happened to your case ? 

Mr. Terrennaum. Yes, sir. 

Mr. DeWinxp. And you attributed it to Mr. Nathan’s actions? 

Mr. Terrecnacm. No question about it. My case was about to bi 
settled on a 4-percent basis, and all of a sudden it takes a turn whereby 
it isin the Criminal Division, 

Mr. DeWinxp. Now, have you ever met Mr. Caudle ? 

Mr. Terrennaum. Who? 

Mr. DeWinxp. Mr. Caudle. 

Mr. Terrernacm. Caudle? No; never met him. 

Mr. DeWinp. Have you ever met any of the other people that were 
alleged to be in this combine ? 

Mr. Trerreteacm. Never met any of them. 

Mr. DeWinxp. And have you now related to the committee all of 
direct evidence you have of the existence of this alleged combinatio: 
of people? 

Mr. Terreneaum. Yes, sir. I think T related the substance of it. 

Mr. DeWrnp. I am still not clear, Mr. Teitelbaum, why, after al! 
of these developments, you wanted Mr. Sutherland to present this 
case to the Bureau of Internal Revenue, the Penal Division, as you 
say. on the merits and without knowledge of this background. 

Mr. Terrerrn,um. It had no bearing on the case. I felt I was going 
to beat the case on the merits, because I felt this case had a meritorion: 
defense and there was no criminality involved. I felt there was no 
scienter. There was no willful intent to evade. 
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Mr. DeWinp. I understand that, but it would seem to me that. 
having said that, you believed you could get a fair consideration of 
the case in the Bureau of Internal Revenue despite what you had 
heard. ‘ 

Mr. Terretsaum. That is correct. 

Mr. DeWinp. Therefore, it would seem to me that you had dis 
counted the truth of that story to some extent. , 

Mr, Trerrecnaum. No; I wouldn’t say that. 

Mr. Byrnes. Did you contemplate that you were going to eventu- 
ally have to take this matter into court ? 

Mr. ‘Terrennaum. What do you mean? I don’t understand that 
question. 

Mr. Byrnes. What I mean is: Was it your impression that after 
all of the negotiations between your attorney and the Internal Reveiue 
Bureau or the Justice Department you would still have to take the 
matter into court ? 

Mr. Terrersaum. After what they did to me, I thought I would 
have to; yes. 

Mr. Byrnes. So that eventually you were retaining Mr. Sutherland 
as much for a subsequent court case as for negotiations with the 
Bureau ¢ 

Mr. Terrennaum. No; I only retained him for the Treasury Depart- 
ment and the Justice Department. I figured IL would get some justice 
between them both. I felt it was my Government, a Government of 
delegated powers, and the people there are supposed to represent the 
people, and I found out that some of them misrepresent the people. 

Mr. DeWinp. Well, let me put this question to you: IT would like to 
know whether you really were convinced that the interference of Mr. 
Nathan in your case was a fact, or whether vou felt that Mr. Nathan 
was using a relationship with Mr. Caudle to impress vou and to try 
tomake you feel that he had more power than he did ¢ 

Mr. Terrenesum. Mr. DeWind, just as sure as the honorable gen- 
tleman, the Congressman from Illmois, Mr. O'Brien, is sitting there, 
I am telling you that is exactly a fact. I felt that he was the 
cause of all of this being brought about, because he said he used hi- 
influence with Mr. Caudle. 

Mr. DeWinp. You say Mr. Nathan admitted to vou that he did 
use his influence ? 

Mr. Trerrecnaum. Yes: he did. He admitted it to me. 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kine. Mr. Teitelbaum, I can well understand how you 
must have felt at the time this proposition was put to you. But, as 
an attorney, Tam prompted to inquire why vou didn’t immediately 
approach the local office of the Federal Bureau of Investigation and 
have yourself protected, or even to the point where these people 
could have been caught in their attempt to extort from you. 

Mr. Terrennaum. I didn’t realize the thing until it actually came 
upon me. T didn’t believe their fantastic stories until July 16, when 
the thing dawned upon me that everything was a concerted plot. 
And, after July 16, I revealed it to my counsel, both Mr. Bernstein 
and thereafter in August to Mr. Sutherland, and he thought it was 
his duty to take it up to this committee. 

Chairman Kine. When vou disclosed it to Mr, Bernstein, what did 
he advise you to do about it, Mr. Teitelbaum ? 
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Mr. Tervennaum. At that time he told me to disclose it to Mr. 
Sutherland. ‘Thereafter I disclosed it to Mr. Sutherland, and Mr. 
Sutherland came here and wanted to make a public hearing out of it. 
He said nothing would be further gained by going ahead and trying 
to entrap anybody into something. 

Chairman KING. Well. then, WwW hoever would propose such a thing 
und, apparently, as you have felt, go through with it—certainly were 
net due any consideration as far as their not being given the full 
extent of the law if it were possible. Do you not feel now that it 
would have been the proper thing to do to his ave gone to the Attor nev 
Cieneral or to the Bureau of Investigation and had it arranged so that 
they could have been entrapped ? 

Mr. Trerrennaum. I was worried about going to the Attorney Gen- 
eral because this man was the First Assistant Attorney General. 
Who was I going to vell tof IT didn’t know who I was going to yell 
to. Because Mr. Caudle was the First Assistant Attorney General. 
Who was I going to goto? MeGrath? 1 don’t know, what the rela- 
tionship is between MeGrath and Caudle. That is a faet. 

Chairman Kine. Well, as an attorney at law, vou do not mean to 
indicate to this committee that you would have feared going to the 
Attorney General of the United States with a case as serious as this 
one? 

Mr. Terrennaum. No. T felt that if this was taken to the proper 
authorities, the next method—I was going to take it up with some- 
body higher than the Attorney General. T felt that somebody in the 
executive branch of the Government should know what is going on 
there, 

Chairman Kine. But you did not do that, Mr. Teitelbaum. 

Mr. Terrennaum. No: T didn’t do that, because I was puzzled, be- 
cause there was the First Assistant Attorney General involved. 

Chairman Kine. Well, my first thought was that vou should have 
immediately gone to the local office of the FBI, but you have stated 
that you thought it was crazy at that time, Is that true? 

Mr. Terrennaum. That is correct. 

Chairman Kixe. You did not believe it. Of course, you are aware, 
Mr. Teitelbaum, that it is a well-known technique among certain 
characters in the world to associate themselves, either properly or 
improperly, voluntarily or otherwise, with important persons in order 
to ag about extortions. 

. Terrennvicm. No question about it. T felt they picked on the 
wrong person, when T found out the situation, And T felt it just 
reminds you of a story like a man driving on the outer drive in Chi- 
eago going 25 miles an hour in a 45-mile zone, and the policeman 
comes along and wants to shake you down for some money. And that 
is wrong. 

Chairman Kine. However, vou realized, of course, that in bring- 
ing it to this committee, which of course the committee appreciates, 
your chances of securing or obtaining punishment for these people 
are a long shot, whereas going immediately to the FBI they could 
lave been entrapped and society could have been rid at least of the 
two who were attempting to extort. 

Mr. Terrernnaum. But. when I realized the situation, T closed the 
door on them, because T threw them out of my house, and further 
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entrapment wouldn't have been required to establish that. I felt 
it was my duty as an oflicer of this court to go ahead and relate crimes 
to the proper authorities for punishment and entrapment so that they 
shouldn't go ahead and play on the public. I feel that these people 
who are scavengers on the public only bring our Government into 
disrepute, and they prevent some real people from holding office or 
taking oflice who really are entitled to the office. They usurp the 
functions of them. 

Mr. King, Congressman King, may I say this: I have nothing to 
cain by coming here. IL don’t want anything to endanger one case, 
one way or the other, or sway it one way or the other. IT know my 
matter is before the Department of Justice. I know the probabilities 
are there that it may go to the district attorney for indictment. | 
fec| that justice will triumph, because I feel L have done nothu o 
wrong. My conscience is clear. Tam not looking for any immunity. 
All I am interested in is seeing that the people of the United State 
and every taxpaver is protected from shake-downs such as I wa 
subjugated [sic] to. 

Mr. DeWinp. I just wanted to observe, Mr. Teitelbaum, that in 
much of your conduct after this vou would indicate to me, [ think, 
that you were not fully convinced of the truth of Mr. Nathan’s story: 
that vou may have been disturbed about it but you had substantial 
doubts as to whether in fact Mr. Nathan exercised the power he said 
he cid. 

Terrernaum. Well, he and Mr. Caudle were bosom friends. 
and this happened to me right after this attempted extortion. It was 
giving him 8500,000 or else L would be prosecuted. IT wouldn't say 
“prosecuted,” but persecuted, 

Mr. DeWinp. And what vou are saving is that. because Mr. Nathan 
and Mr. Caudle were close friends, vou were inclined to believe it. 

Mr. Th ITELBAUC M. Not only im lined: | he] ieve it. anid l beheve Mr 
Naster, too. 

Mr. DeWinp. And that — f is based upon known association 
between Mr. Nathan and Mr. Candle: is that maht ? 

Mr. Terrennaum. Yes,siria nee ership arrangement there. Whe 
aman pleads self defense, it isn’t nl question of intent on the part of 
the other man, but whether the man so ple ading is in fear, what the 
man felt and heleved. That is the criteria. 

Mr. DeWtnp. That is all. Mr. Chairman. 

Chairman Kine. You may be excused, 

Mr. DeWixp. Would vou ask him to remain available ? 

Chairman Kine. Will you remain available for a while, Mr. Teitel- 
baum ? 

Mr. Terrennium. Yes, sir. 

Chairman Kane. Mrs. Menkin? Is Mrs Menkin in the room? 

Will vou raise vour right hand and be sworn’ Do you solemnly 
swear that the testimony vou will give will be the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mrs. Menxry. I do. 

Chairman Kine. Be seated there, Mrs. Menkin. please. 

Mr. DeWtxp. Mrs. Menkin, will you please give your full name 
to the reporter / 
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Mrs. Menxin. Shyrl B. Menkin. 

Mr. DeWinp. How do you spell that? 

Mrs. Menxrn. S-h-y-r-] M-e-n-k-i-n. 

Mr. DeWrnp. I think, Mrs. Menkin, if you would hold the micro 
phone up closer to you we could hear better. 

Mrs. Menkin, you know Mr. Abraham ‘Teitelbaum, do you not? 

Mrs. Menxkrn,. | do. 

Mr. DeWixp. How long have you known him? 

Mrs. Menkrn. Pardon me? 

Mr. DeWinv. How long have you known him? 

Mrs. Menxrin. About 514 years. 

Mr. DeW inv. Where did you first meet Mr. Teitelbaum ? 

Mrs. Menxrn. In Chicago. 

Mr. DeWrxp. Was your home in Chicago? 

Mrs. Menxin. Yes. But the firm I was working for had rented 
an office in the 20 East Jackson Building, which Mr. Teitelbaum owns. 

Mr. DeWrnp. Could you speak a little closer to the microphone so 
that vou will be heard better 4 

Mrs. Menkrn. All right. 

Mr. DeWtxp. So you first met Mr. Teitelbaum in about 1945 or 
146 ¢ 

Mrs. Menxry. About 1945. 

Mr. DeWinxp. When did you first meet Mr. Nathan? 

Mrs. Menkin. In 1950, , 

Mr. DeWinp. What was the occasion of that meeting? 

Mrs. Mennty. I had been introduced to him, and he told me that 
he would like me to meet his wife, and she plays canasta, and so do I. 

Mr. DeWixp. Where did you meet Mr. Nathan? 

Mrs. Menxin. In Miami Beach. 

Mr. DeWixp. Do you remember where it was, at whose home or 
where it was? 

Mrs. Menxtn. Where I first met him? 

Mr. DeWrnp. Yes. 

Mrs. Menxrn. At Greenacres Country Club. 

Mr. DeWrnp. And it was after that that Mr. Nathan said that 
he would like you to meet Mrs, Nathan, that she was a canasta player / 

Mrs. Menxrn. Yes, sir. 

Mr. DeWixpv. And you were a canasta player? 

Mrs. Mennrn. Yes. 

Mr. DeWtnp. Did you have a home in Miami? 

Mrs. Mennrn. Yes. I still do. 

Mr. DeWrnp. Is that your own home? 

Mrs. Menxrn. Yes, it is. 

Mr. DeWryp. Well, is that the house that Mr. Teitelbaum referred 
to here as the Novitzkys’ house ? 

Mrs. Menn.n. Yes. 

Mr. DeWixpv. But you own the house; is that right? 

Mrs. Menxrn. Yes, I do. 

Mr. DeWrxp. And the Novitzkys are your parents? 

Mrs. Menxkrn. Yes. 

Mr. DeWrxp. Do you also own a home in Chicago? 
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Mrs. Menxiy. In a manner of speaking. Well, the bank owns it, 
I live in it, 

Mr. DeWrnp. Well, but the title of the house is in your name, 
although there is a mortgage on it? 

Mrs. Menxry. No; the title of the house is not in my name. The 
title of the house is in trust. 

Mr. DeWrtnp. In trust for you? 

Mrs. Menkrin. No; in trust for no one. It is in trust. 

Mr. DeWrxp. How do you happen to occupy the house 4 

Mrs. Menkrn. It is in trust and there is a mortgage due on it, and 
when that is paid up, I will own the house. 

Mr. DeWinp. I see. Are you making payments on this mortgage / 

Mrs. Menxrn. I am going to. I just moved into the house about 
the end of July or August. 

Mr. DeWinp. When did vou first meet Mr. Edlin / 

Mrs. Menxin. In 1950, 

Mr. DeWinpv. Where did you meet him / 

Mrs. Menkin. In Miami Beach. 

Mr. DeWixp. How did you happen to meet Mr. Edlin ¢ 

Mrs. Menkin. Through Mr. Teitelbaum. 

Mr. DeWinp. And what was the first occasion when you and Mr. 
Teitelbaum and Mr. Nathan met together ? 

Mrs. Menkin. It wasn’t an occasion. It was just a meeting. I 
mean, We ran into him. And that was in the beginning of November, 
I believe. 

Mr. DeWtnv. Youand Mr. Teitelbaum met Mr. Nathan / 

Mrs. Menkin. Yes. 

Mr. DeWinp. Where did you meet him ? 

Mrs. Menkxin. I had met him before. 

Mr. DeWinp. Yes; you had met him before, but where did you 
meet him together ? 

Mrs. Menkin. In Miami Beach. 

Mr. DeWinp. At your home? 

Mrs. Menktn. No; I believe it was on the street. On Collins, 

Mr. DeWinp. Was anybody else present ? 

Mrs. Menkrn. No. 

Mr. DeWinp. Well, had Mr. Teitelbaum met Mr. Nathan at the 
time that you met on the street together ¢ 

Mrs. Menkin. Yes. 

Mr. DeWinpo. Mr. Teitelbaum has testified here to a meeting that 
occurred at your home some time in November of 1950, when Mr. 
Nathan came tocallon him. Do you remember that ? 

Mrs. Menkin. Yes: I do. 

Mr. DeWinpv. Can you please tell the committee what was said dur- 
‘ng that meeting at your home? 

Mrs. Menxin. Mr. Nathan informed Mr. Teitelbaum that he was 
of the opinion and had knowledge that he was in income tax diflicul- 
ties, and Mr. Teitelbaum was quite surprised at the statement. Ie 
stated he was in no difficulty that he knew of. His income-tax records 
were being looked into. But Mr. Nathan insisted that they were not 
heing looked into; that he was in trouble, and that he, Mr. Nathan, 
could help Mr. Teitelbaum. Mr. Teitelbaum stated he needed no help. 

Mr. DeWinp. Were you present during all of this conversation ? 
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Mrs. Menxin. Yes; I was. 

Mr. DeWinxv. Did Mr. Nathan indicate how he knew that Mr. 
Teitelbaum was in trouble? 

Mrs. Menkin. Yes. Mr. Nathan stated that Mr. Edlin had said 
to Mr. Nathan that Mr. Teitelbaum was in income-tax difliculties, and 
that was how he knew about it, and I am not stating that Mr. Edlin 
actually said this, but Mr. Nathan said he did, and he said, “This 
man is quite an affluent man in Chicago, owns several large properties, 
and can be taken”—— 

Mr. DeWinp. Justa minute. This isa conversation that Mr. Teitel- 
baum told you about ? 

Mrs. Menxin. No: that Mr. Nathan told us about: that he said Mr. 
Edlin said. Now, IT wasn’t there. IT never heard Mr. Edlin say it. 

Mr. DeWinp. But Mr. Nathan told vou that Mr. Edlin had give: 
this information to him? 

Mrs. Menkinx. Yes. But Mr. Edlin did not say that in front of 
me. 

Mr. DeWinp. After this meeting in November of 1950, did you 
visit the Nathan home in Miami on a good many occasions ? 

Mrs. Mennin. Oh, yes. LT saw Mrs. Nathan maybe five times a 
week, 

Mr. DeWixp. Oh, you saw her almost every day then. 

Mrs. Menxtn. Yes. 

Mr. DeWinp. To play canasta and just social meetings? 

Mrs. Mennin. Yes. 

Mr. DeWinp. Were other people present at these canasta games? 

Mrs. Menuxin. Yes. It takes four to play canasta. 

Mr. DeWixp. Now, who else met with you at the Nathan home ? 

Mrs. Menxin. Well, my sister-in-law and her sister-in-law were in 
Florida, and it was a foursome, more or less, and then as it went on 
more people—well, when someone wanted to play cards, we got to 
gether and plaved ecards. I can mention 20 women we played with 

Mr. DeWinxp. Did you ever meet Mr. and Mrs. Caudle at the Nathan 
home ? 

Mrs. Menkix. Yes. T met Mr. Caudle in November 1950. 

Mr. DeWinp. You met Mr. Caudle in November 1950? 

Mrs. Menxrn. Yes. 

Mr. DeWinp. And was Mrs. Caudle present ? 

Mrs. Mennix. Mrs. Caucte was present either then or the second 
time I met him. She was present while we were playing cards. She 
was not playing, and her daunghter—Mr. and Mrs. Caudle’s daughter— 
was Staying at the Nathan’s home, living there, while Mr. and Mrs 
Caudle were in a hotel. 

Mr. DeWtxp. That was the first time you had met Mr. Caudle? 

Mrs. Menkin. Yes. 

Mr. DeWinp. Did vou know who Mr. Caudle was at that time? 

Mrs. Menxry. I knew Mr. Candle was involved with the Govern- 
ment as an Attorney General or some Assistant, because his name 
had been mentioned to me time and again, more or less to impress me 
with the fact that the Nathans were such good friends of such an 
influential nerson in the Government. 

Mr. DeWinp. That was your impression of why the name had been 
mentioned to you? 


Mrs. Menkrn. Oh, definitely. 
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Mr. DeWinxp. How many times after that did you see Mr. Caudle? 

Mrs. Menkin. Once. 

Mr. DeWinv. Only one more? 

Mrs. Menkin. Yes. 

Mr. DeWinv. Where was that ? 

Mrs. Menxin. At the Nathan home. 

Mr. DeWinp. At the Menkin home ? 

Mrs. Menxin. At the Nathan home. 

Mr. DeWinp. Was that just a social visit you were making there ? 

Mrs. Menkin. No. I just ran in for a second. Mr. Caudle was 
taking moving pictures of Mr. Nathan’s grandson. And when I 
walked in, Mr. Nathan said to Mr. Caudle, “You remember this young 
ladvy—Teitelbaum.” And Mr. Caudle looked to me, and he said, “Oh, 
Abraham Teitelbaum.” And Mr. Nathan said, “Yes.” And it 
puzzled me at the time that he would know the name so clearly, be- 
cause of the fact that he had never met Mr. Teitelbaum. So _ pre- 
sumably he had known of Mr. Teitelbaum, while Mr. Teitelbaum 
didn’t know of him. 

Mr. DeWtixp. You say you were introduced to Mr. Caudle by Mr. 
Nathan with the name “Teitelbaum” ? 

Mrs. Menkin. Yes. 

Mr. DeWinp. Did you have any further conversation with Mr. 
Caudle at that meeting? 

Mrs. Menkin. No. 

Mr. DeWinxp. Was Mrs. Candle present at that time ? 

Mrs. Menxrn. No. I think it was the first time that I met him that 
she was there. 

Mr. DeWinp. Who else was present at this meeting, this second 
meeting ? 

Mrs. Mennin. Oh, Mrs. Sale was home, and Mr. Nathan, Mrs. 
Nathan. The grandmother lives in the house, Mrs. Nathan's mother. 
The whole family was home. 

Mr. DeWtnp. Did Mr. Nathan or Mrs. Nathan or both of them 
ever come to your home in Miami? 

Mrs. Menkin. Yes, quite often. 

Mr. DeWinp. What were those visits? Social visits? 

Mrs. Menxrn. Purely social visits, when they came together. But 
then Mr. Nathan came on business on various occasions to discuss 
with Mr. Teitelbaum, two or three times, the Income tax matter. 

Mr. DeWinp. Or to discuss the income tax matter ? 

Mrs. Mennkin. Yes. 

Mr. DeWtnp. Did he ever come to discuss anything else? Any 
business discussions ? 

Mrs. Menxin. Not to my knowledge; no. 

Mr. DeWixp. When do you remember Mr. Nathan coming to talk 
about the income-tax matter? 

Mrs. Menxin. Pardon me? 

Mr. DeWixp. When do you remember Mr. Nathan coming to talk 
about the income-tax matter? 

Mrs. Menxtn. Well, after the statements that he made in Novem- 
ber, that he was under the opinion Mr. Teitelbaum was in trouble, 
several months went by, and then this Mr. Naster became involved in 
the situation. And that was when all the major conversation took 
place. 
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Mr. DeWrnp. Did you know Mr. Naster? 

Mrs. Menxrn. I had never known him before. I had never heard 
of him. 

Mr. DeWinp. You say Mr. Nathan and Mr. Naster came together ? 

Mrs. Menkrn. Yes, they did. 

Mr. DeWrnp. When was that? 

Mrs. Menkrn. I would say sometime in April. 

Mr. DeWinp. April of 1951? 

Mrs. Menkin. 1951. 

Mr. DeWinv. How do you establish that date? 

Mrs. Menkrn. Because I had been out of town in March, out of 
Miami Beach. 

Mr. DeWinp. Where had you been in March? 

Mrs. MenKINn. Mexico. 

Mr. DeWrnp. When did you return to Miami from Mexico? 

Mrs. Menxrn. I can’t give you the date, because I just don’t know 
it. But I know that it was in April that I met Mr. Naster. That | 
know. 

Mr. DeWinp. Well, were you away from Miami all of March? 

Mrs. Menxrn. No. But I didn’t leave for Mexico until after a 
birthday party, which was March 19. 

Mr. DeWrxp. I see. And you were back from Mexico before the 
end of April? Is that it? 

Mrs. Menkrx. Oh. I was back around 7 or 8 days later. 

Mr. DeWinxp. Well, how do you establish the date of the conversa- 
tion? For example, could it not have occurred in May? 

Mrs. Menxkrn. No. 

Mr. DeWinp. I just wondered how you established the date in your 
own mind. You had just recently come back from Mexico? 

Mrs. Menxtn. That is right. 

Mr. DeWinp. All right. What do > a recall was said at that con- 
versation when Mr. Nathan and Mr. Naster came to your home? 

Mrs. MenKIN. The conversation started out with Mr. Naster say- 
ing to Mr. Teitelbaum: “You are in trouble, and you are in bad 
trouble, and you need my help, whether you know it or not.” 

Mr. Teitelbaum asked him what he meant. He said, “Why, T have 
seen your records,” he says, “your personal files.” He says. “I have 
‘ins’ in Washington, and there are several statements there,” he said, 
“that can be made to look very bad. There are affidavits, about 40 or 
50 affidavits of people saying that you have attempted to use fraud.” 

Mr. Teitelbaum got very excited, and said, “I think you are a liar. 
I have never attempted fraud with my Government or with an in- 
dividual, and I don’t need your help.” 

Naster said, “Well, you better take my help, because if you don’t, 
Mister, you are going to be indicted and sent to the penitentiary.” 
And he said, “And make no mistake about it.” And he further stated 
that he knows what he is talking about; that if he knew the people 
he knows now and who he counts among his friends when he was in 
trouble himself and was sent to the penitentiary, he never would have 
been sent there. And he went on to tell Mr. Teitelbaum. Mr. Teite! 
baum says, “Now, my case is being settled on a 5-percent basis, and 
it is practically done with.” 

Naster says, “You only think it is done with.” He says, “You re 
fuse my help, and you will see just what pressure you are going to 
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wet.” And he further stated that—well, Mr. Teitelbaum asked him 
what made him, Mr. Naster so certain that he had the power to send 
another human being to the penitentiary. And he said, “I don’t have 
that power,” he says, “but I can fix it,” he said, “so my friends do.” 
He said, “Have you ever heard of T. L. Caudle?” He asked him, 
“Have you ever heard of Charlie Oliphant? Have you ever heard of 
Larson,” he said, “among others?” He said, “I will see your case 
voes direct to Caudle, and he will know what to do with it.” He says, 

“Now, are you ready to talk business? And let me explain what 
‘business’ means. I want $175,000, immediately, and I want $325,000 
in 72 hours.” 

Mr. DeWrnp. This is the conversation that took place in April of 
1951? 

Mrs. Menxrn. Yes, it is. And Mr. Nathan said, “You had better 
listen to him, because he knows what he is talking about.” And Mr. 
Teitelbaum threw him out of the house. Was it April? I think it 
was April. 

After that, Mr. Les Sale came to the house and sat in the kitchen 
of my home with Mr. Teitelbaum and myself and advised Mr. Teite! 
baum as a friend to pay attention to what these men were trying to 
do, because they were quite capable of doing it. 

Mr. DeWixp. Did Mr. Sale say anything else / 

Mrs. Menxrn. It all amounted to that. There was a later con- 
versation in July, with me. 

Mr. DeWinp. A later conversion with Mr. Sale in July? 

Mrs. Menkin. Yes, between Mr. Sale and myself. That was in 
July. 

Mr. DeWinp. In July. Was anybody else present at the second 
conversation ? 

Mrs. Menkin. No. 

Mr. DeWinp. How did that come about ? 

Mrs. Menxrn. In July, I returned to Miami Beach, and Mr. and 
Mrs. Sale and myself went to a charity gathering in Miami Beach. 
| believe it was at the Sorrento Hotel. And there had been a great 
deal of pressure coming forth. Mr. Teitelbaum knew that. And 
Mrs. Sale was very busy talking to people, and I asked Mr. Sale if 
le would be good enough to step in another room with me. I wanted 
totalk with him. And he said yes, he would. 

And we went into a smaller room, and I said to Mr. Sale, “Les, 
you know of course what is going on with Al.” And he said, ves. 
ie did. And TI said to him, “I know that you live with your father- 
n-law, but T also know that there is no love lost between vou, because 
vou have told me that. You have told me that, and he has told me 
that also. So I know that I am not asking you to talk against a man 

ho has befriended you, because I know that he has fouled you up 
on several business deals. I know, too, that my asking you to tell 
me what you know is going on, places you in a precarious position, 
because I know from what you have told me that you haven't got 
a month’s rent to rent an apartment even if Mr. Nathan would put 
Mr. Sale out. But,” I said to him, “I am begging you to please 
tell me what it is from yourself, because I know you are in the house, 
and you would have facts, not just ideas.” 

And he said, “Well, if I talked to you, and Frank finds out.” he 


“he will throw me out’ 
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And I said to him, “I promise you I will never repeat what you 
ay tome, unless it becomes absolutely necessary.” 

And with that he proceeded to tell me to advise Mr. Teitelbaum to 
vive the $500,000 which was being asked of Mr. Teitelbaum and 
Mr. Simon, which I later found out, to Mr, Naster as payment of 
straightening out any possible penitentiary term. And he also stated 
that they had done it before, that I had no idea how strong they were; 
that Caudle would do anything for Nathan. And that I know to be 
true, because Theron Lamar Caudle put his arm around Nathan in 
front of me and said, “Frank, there is nothing I wouldn't do for 
you. 

Mr. DeWinp. When did that occur? 

Mrs. Menxin. When he was taking motion pictures, that day. Mr, 
Nathan said something like, “This is my boy.” And Mr. Caudle 
put his arm around Mr, Nathan and said, “Frank, you know, there js 
nothing I wouldn't do for you.” And Mr. Sale, as I said, advised 
me most definitely to be certain that Mr. Teitelbaum not try to buck 
them, because it involved Oliphant, it involved Caudle, Larson, and 
aman by the name of Rothwacks or Rot wacks, who I also met, among 
others. It was about as messy a thing as anyone could ever listen to. 

Mr. DeWinp. Where did vou meet Mr. Rothwacks? 

Mrs. Menkin. At the pool of the Sherry-Frontenac. 

Mr. DeWtxp. How did you meet him? 

Mrs. Menxrn. I met him through Mr. Nathan. We were sitting 
there at the pool, Mrs. Nathan and myself, and Mr. Nathan came up 
and talked to his wife, just general conversation, and then he called— 
this man walked over, and he called him over and introduced me to 
him. And Mr. Rothwacks said, “This is my buddy.” 

Mr. DeWrnp. Mr. Rothwacks said what ? 

Mrs. Menxin. Put his arm around Mr. Nathan and said, “This is 
my buddy.” And Mr. Nathan stated that this was one of his good 
friends, who was a very powerful man in Washington. 

Mr. DeWinxp. Now, when did this happen, this meeting at the 
Sherry-Frontenae swimming pool? 

Mrs. Menktyx. With Mr. Rothwacks? 

Mr. DeWinp. Yes. 

Mrs. Menxrn. July. 

Mr. DeWinp. July of this vear? 

Mrs. Mennry. Of 1951. 

Mr. DeWrnxp. July of 1951? 

Mrs. Menkrn, I believe it was July of 1951. It was either May or 
July. 

Mr. DeWtnp. Either what? 

Mrs. Menxin. It was either May or July. It was either before I 
left orafter Tleft. But the meeting did take place. 

Mr. DeWixp. And you are sure it was this year. You saw him 
this vear, in early summer or midsummer? 

Mrs. Menxtn. Oh, ves: definitely. 

Mr. DeWinp. Now, vou testified just a few minutes ago to a con- 
versation in April of 1951 with Mr. Nathan and Mr. Naster, in which 
Mr. Naster demanded $175,000 in cash and $525,000 within 72 hours. 

Mrs. Menxry. Yes. 
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Mr. DeWinp. Mr. Teitelbaum testified here to such a conversation, 
but it was not with Mr. Naster. It was with Mr. Nathan. And it 
was placed in July. Were there two such conversations / 

Mrs. Menxrn. There was money mentioned twice. In-between those 
two conversations, when it was finally beginning to dawn on Mr. 
Teitelbaum and myself that they weren't fooling around, that they 
evidently meant what the ‘vy were saying, in suet am bad on months. 
But Mr. Teitelbaum after he had thrown Mr. Naster out of the house 
said this: “What is going on?” He was in Chicago. He called up 
the house and said, “What is going on?” He said, “I am getting 
pressure from all over. I believe that Nathan and Naster meant what 
they said,” 

And I said, “Well, why don’t you eall Frank Nathan?” 

He said, “Now, I will be down there in a few days. I want to see 
what is going on here.” And he came on, and Mr. Nathan was not in 
town. He was in New York at the Waldorf Astoria. 

I told Mr. Teitelbaum to call him there and see if he could get it 
straightened out. He said no, he did not want to talk to Mr. Nathan, 
So I offered to call. Mr. Teitelbaum said, “Fine.” And I called Mr. 
Nathan. He was not in. He called me back about 1 o'clock. Florida 
time. inthe morning. And I told him then that Mr. Teitelbaum most 
specifically wanted him to stay out of his affairs and to tell Naster to 
stay out of his affairs, that he needed no help, that he didn’t consider 
himself in any difficulties that couldn't be taken before a court of the 
United States and ironed out if it ever did get to that proportion. 

Mr. DeWinp. Just a minute. Let's get this straight. You say this 
was a telephone call that vou made to Mr. Nathan? 

Mrs. Menkin. Yes, 

Mr. DeWiNp. At the Waldorf Astoria? 

Mrs. Mennin. At the Waldorf Astoria. 

Mr. DeWinpb. And what is your telephone number 

Mrs. MenkKIN. SO5904, 

Mr. DeWrnp. 865904. That isa Miami number? 

Mrs. Menkin. No, Miami Beach. 

Mr. DeWrnpb. It is a Miami Beach number. You called the Wal- 
dorf Astoria. And you placed this in June or July ¢ 

Mrs. Menkrin. Yes. 

Mr. DeWinp. The call was put in at 1 o'clock in the morning ? 

Mrs. Menkin. No: it was put in earlier, about 10 o'clock, but he did 
not return the call until about 1 o'clock. I made a person-to-person 
call and left an operator's number. 

Mr. DeWinpb. The person-to-person call was put in when? 

Mrs. Menxkin. About 10 o'clock in the evening. 

Mr. DeWinp. About 10 o'clock in the evening? 

Mrs. Menxin. Nine or 10 o'clock, ves. 

Mr. DeWinv. And the call was completed at 1 o'clock ? 

Mrs. Menkiyn. Yes. So Mr. Nathan said, well, Mr. Teitelbaum was 
making a big mistake. And I said to Mr. Nathan that if this got 


out of proportion, and if all that they threatened to do was done, 


that IL personally would go to Was shineton. because Mr. Teitelbaum 


has been a wonderful friend to my brother and his wife and all of 


my family: that T personally would go to Washington and find out 
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which department to go to in Washington and tell them this whole 
story, if I had to go to the White House and shout it from the top of 
the roof. And I told him that I advised him to tell Mr. Naster to 
stay out of it. And he said he would call Mr. Naster immediately. 
And Mr. Naster was living on his boat in Hollywood, Fla. And 
he would call me back. 

So, about 45 minutes later Mr. Nathan called back. at Miami Beach. 

Mr. DeWinp. This was about 1:45 or 2 o’clock in the morning? 

Mrs. Menkrn. Yes, sir. He called back and said he talked to 
Naster and Naster said that the thing went too far, that he already 
put pressure on it. And now these people if they don’t collect are 
going to think that they have been double-crossed from Teitelbaum ; 
that Teitelbaum decided that he was not going to pay up after he 
said he would. But Mr. Teitelbaum never said he would. Mr. Teitel- 
baum told them in no uncertain terms he didn’t want dealing with 
them. 

And Mr. Nathan said he was sorry it ever happened, that had he 
known Mr. Teitelbaum as a friend, why, he never would have let it get 
out of hand, he never would have entered into it, but after all he 
didn’t know Mr. Teitelbaum at the beginning. And after—oh, there 
were a few calls in the house from a man with a very heavy dialect. 
And I asked his name, and he said 

Mr. DeWinp. Just a minute. When was the first of these calls you 
are now referring to? 

Mrs. Menxin. When the $500,000 was brought up. 

Mr. DeWinp. Was that in July? 

Mrs. Menkin. I thought it was earlier, but it could have been in 
July. 

Mr. DeWinv. You said money was mentioned twice. What were 
the two occasions on which money was mentioned ? 

Mrs. Menxin. The first time it was mentioned: “And, of course, 
you understand, a case costs money to settle. After all, there is more 
than one person involved to take care of.” 

And Mr. Teitelbaum started laughing. He said: “But you don’t 
seem to understand that I don’t want to settle the case, that I don’t 
want to deal with you or people like you.” 

And Naster said, “Well, you have no alternative.” He says, “We 
want to deal with you.” 

Mr. DeWinp. Well, now, I want you to be very careful, Mrs. Men 
kin, that you report very accurately what these conversations were 
and when they occurred. 

Now, when did this conversation occur that. you are talking about 





now / 

Mrs. Menxrn. This was before July. Mr. Nathan had talked about 
it. Mr. Sale had said that they were going to try to take Mr. Teitel 
baum for a large sum of money. 

Mr. DeWinv. To whom did he say that? 

Mrs. Menxrn. To Mr. Teitelbaum, in my presence. 

Mr. DeW inp. That was the day after Mr. Nathan and Naster had 
come over ¢ 

Mrs. Menxrn. Yes. 

Mr. DeWrnp. Mr. Chairman, could we take a 5-minute recess 


at this point ? 
Chairman Kine. Yes, if there is no objection. 
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I think this perhaps would be a good opportunity to have read 
a letter just placed in my hand from Administrator Jess Larson. 
Someone with better voice than mine should probably read the letter. 

You are excused for the time being, Mrs. Menkin. 

Mr. DeWinp. This is a letter dated December 4, 1951, on the letter- 
head of the General Services Administration, Office of the Admin- 
istrator, addressed to Hon. Cecil R. King, House of Representatives, 
Washington, D. C. 

My Dear CONGRESSMAN KING: In testimony given before your committee today, 
my name Was mentioned in connection with matters now under investigation by 
you, 

The loose dropping of names of reputable men, I know, will not be counte- 
nanced by your committee without proof, but this practice causes widespread 
dispersal of malicious and unfounded falsehoods. I must protect my character 
above all things. 

For that reason, I urgently request that you grant me the opportunity of 
appearing before your committee at the earliest possible moment, both to state 
publicly and under oath my personal connection with any matter in question and 
to answer any legitimate inquiries. 

Il am convinced that a public statement of the facts and the facts alone is the 
only means of refuting the vicious innuendoes, stated and implied, which generate 
from fragmentary testimony, taken out of context. Furthermore, in the face 
of inflammatory and libelous utterances, such a statement by me becomes abso- 
lutely necessary. 

In the same spirit in which I now request an immediate hearing before your 
group, last week I asked the Senate’s permanent investigating committee, through 
Senator Hoey, to undertake an investigation of matters involving myself, wherein 
the St. Louis Post-Dispatch libelously misrepresented the facts of the trans- 
auctions in question. 

I am udvised that the Senate committee is now making such an investigation. 
I assure you of my complete cooperation should your committee agree to my 
request for a public hearing. 

Sincerely yours, 
Jess Larson, Administrator 

(Short recess. ) 

Chairman Kine. Mrs. Menkin, would you resume the stand, please. 


TESTIMONY OF MRS. SHYRL B. MENKIN—Resumed 


Mr. DeWinpv. Mrs. Menkin, was it after the two night telephone 
calls from Mr. Nathan at the Waldorf that Mr. Teitelbaum came 
down to Miami again / 

Mrs. Menkin. You mean did he come? 

Mr. DeWinpn. Mr. Teitelbaum said he came down to Miami to see 
Mr. Nathan on July 16, and saw him on the 17th of July. 

Mrs. Menkin. Yes. 

Mr. DeWixp. Was your telephone call to Mr. Nathan that re- 
sulted in two telephone calls at night, was that after Mr. Teitelbaum 
had been down ¢ 

Mrs. Menxin. Mr. Teitelbaum was there when I talked to Mr. 
Nathan, 

Mr. DeWinv. Mr. Teitelbaum was there when you talked to Mr. 
Nathan ¢ 

Mrs. Menkrn. Yes, he was there. 

Mr. DeWinxp. Well, now, were vou present when Mr. Nathan came 
to your home in Miami on July 17? 

Mrs. Menktn. Most probably, ves. 

Mr. DeWinp. Well, do you remember one way or the other whether 
you were there ? 
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Mrs. Menkin. Yes: I was there. 

Mr. DeWinp. Mr. Teitelbaum said he had been in Washington 
conferring about the case and as soon as he left, he came down ¢ 

Mrs. Menkrn. Yes; I was there. 

Mr. DeWrxp. Now, Mr. Teitelbaum said he and Mr. Nathan went 
for a ride in Mr. Nathan’s Cadillac. 

Mrs. Menkin. I was not there then. 

Mr. DeWinp. And then came back and came into the house, and 
you were there then? 

Mrs. Menkin. Yes. 

Mr. DeWinp. What was said between them at that time? 

Mrs. Menxin. Mr. Teitelbaum picked up the conversation evidently 
where he left it in the car with Mr. Nathan, and he said that he reiter- 
ated what he had said all along, that he didn’t want help, and he 
didn’t want anyone mixing in, and he needed no help, and if he did 
need help it would be through a competent lawyer in front of a com- 
petent group of men and not with blackmailers, and then when Mr. 
Nathan left, Mr. Teitelbaum repeated the conversation he had had 
with Mr. Nathan in the car, but I was not in the car. 

Mr. DeWinpv. How long did Mr. Teitelbaum stay in Florida after 
this conversation ? 

Mrs. Menukin. Either he left that night or he left the next day. 

Mr. DeWinp. That would be July 18 or the 17th or 18th? 

Mrs. Menkrn. Yes. Congressman DeWind, may I say this, I have 
never been known to have a good memory for days or dates. IT may 
be wrong on days and dates, but Iam not wrong in what 1 am saying 
what was said, and the fact that it was said is true, but I can easily 
be wrong on dates. 

Mr. DeWinp. Well, just try to be as careful as you can and as pre 
cise as you can in stating dates and names and what was said. 

Mrs. Menkin. As far as what was said, that is very clear in my 
mind, and that is not difficult to remember, but when it was said is. 

Mr. DeWrtxv. Do you remember how long you stayed in Florida 
after Mr. Teitelbaum left on the 18th of July? Were you there during 
most of the summer ? 

Mrs. Menkin. Oh, no. I either left the end of July or the first 
week of August. 

Mr. DeWinxp. Then when you left you went to Chicago: is that 
right? 

Mrs. Menwrn. Yes. 

Mr. DeWinp. Now, have you seen Mr. Nathan since July 18? 

Mrs. Menkin. Yes. 

Mr. DeWinv. Where did you see him? 

Mrs. Menkin. Mrs. Nathan was a guest in my home sometime in 
October, I believe, and this was not strange because Mrs. Nathan. as 
far as 1 am concerned, was not involved in this, and Mrs. Nathan 
would again be welcome in my home tomorrow or next month or 
months from now, and this has nothing to do with Mrs. Nathan or my 
feelings toward Mrs. Nathan. She was a guest in my home, and I 
believe IT went to a football game and she didn’t want to go along, 
and she does not like football, and she talked to Mr. Nathan and he 
eame into Chicago after Mrs. Nathan had been there about a week. 
stayed in my home for 1 night, and then the next day checked into the 
Stevens Hotel with Mrs. Nathan. 
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Mr. DeWinb. Did you know Mr. Nathan was coming to your home ? 

Mrs. Menkin. Yes, she told me. 

Mr. DeWixp. When she arrived, did you ask her to move out or 
to go to the hotel if Mr. Nathan was coming, is that it ? 

Mrs. MENKIN. No, I did not. You don't throw people out of your 
house, 

Mr. DeWinv. Well, while Mr. and Mrs. Nathan were there, did 
Mr. Teitelbaum come to your home ¢ 

Mrs. Menxin. Yes. 

Mr. DeWinp. And he saw Mr. Nathan at that time ? 

Mrs. MeNKIN. Yes: but there Was ho discussion and thev were not 
alone, and there was no private discussion. : 

Mr. DeWixp. Was anything said about the tax case at all? 

Mrs. Menkin. No. 

Mr. DeWinxp. Well, what was the relationship between them during 
that time? Was that an evening meeting ¢ 

Mrs. Mennkin. Yes. 

Mr. DeWINb. Were they friendly or hostile ¢ 

Mrs. Menkin. They were not friendly and they were not unfriendly. 
It was sort of—I don’t know—it was an uncomfortable truce, sort of 
I will talk to you and vou talk to me. 

Mr. DeWino. Did Mr. Teitelbaum know when he came over that 
Mr. Nathan would be there # 

Mrs. Menktn. I don’t know. 

Mr. DeWinp. Is that the only time you have seen Mr. Nathan since 
July of 19517 

Mrs. MenkIN. Yes. 

Mr. DeWINp. Have you seen Mr. Sale again since that time ? 

Mrs. MeNKIN. Before this session was called to come to order, I 
saw Mr. Sale outside in a room. 

Mr. DeWtnp. Just here, though. 

Mrs. Menkin. Yes, sir. 

Mr. DeWINp. You have not seen Mr. Sale before you came to Wash 
ington to testify here / 

Mrs. MenkIn. No. 

Mr. DeWixp. Have youseen Mr. Naster ? 

Mrs. Menxtin. No, I did not see him, 1 don’t know, since Mr. Teite! 
baum put him out of the house. 

Mr. DeWrnxp. You mentioned that vou met Mr. and Mrs. Caudle 
on a number of occasions, and Mr. Rothwacks, and did you ever meet 
any of the people that Mr. Naster and Mr. Nathan referred to as being 
people they knew in Washington ¢ 

Mrs. Menkin. You ran through several names here. 

Mr. DeWinp. Have you ever met any of those people ¢ 

Mrs. Mennkin. No; just Mr. Caudle and Mr. Rothwacks and some 
relation of Jess Larson’s, but I don’t know his name. 

Mr. DEWinpb. You do not know his name / 

Mrs. Menkrn. It was not important enough for me to remember. 

Mr. DeWixp. How do you know he was related ¢ 

Mrs. Menktin. Because he came in my house one evening and Mrs, 
Nathan was there and my sister-in-law and her sister and myself, and 
he came to the house one evening with Mr. Nathan. Mr. Nathan 
wanted to see Mrs. Nathan for a minute, and he said, “This is Jess 
Larson’s something or other.” 
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Mr. DeWrnp. He said, “This is some so and so”? 

Mrs. Menkrn. And it was an introduction. 

Mr. DeWinp. And he described him asa relative of Mr. Jess Larson t 

Mrs. Menxrn. Yes. 

Mr. DeWinp. Have you ever met Mr. Larson ? 

Mrs. Menxin. No. 

Mr. DeWrnp. Now, Mrs. Menkin, did you believe the statements 
that were made by Mr. Naster and Mr. Nathan concerning their power 
to control the tax case in Washington ? 

Mrs. Menxtn. I could not express to you in words how strongly | 
believed it. 

Mr. DeWrnxp. When did you come to believe those statements ? 

Mrs. Menxin. Well, they say action speaks louder than words, and 
when I saw for a fact that Mr. Caudle was an intimate friend of Mr. 
Nathan’s, and Mr. Nathan called Mr. Caudle from his home, any num- 
ber of times 

Mr. DeWinpb. You say Mr. Nathan called Mr. Caudle from his home 
when you were present ? 

Mrs. Menxin. Yes. 

Mr. DeWrnpb. Ona number of occasions ? 

Mrs. Menkrn. Yes, sir. 

Mr. DeWinp. How do you know that? 

Mrs. Menkin. Because the phone is in the den, and we were in the 
den, and it is a large room, and you just generally sit around there, and 
the phones were all through the house, but he picked up the phone in 
that room and then he would go into another room, in nighttime, | 
know that Mr. Caudle—what I see I believe—and I know Mr. Caudle 
put his arm around Mr. Nathan and said, “There is nothing I would 
not do for you,” and so I know that there is a very strong friendshij 
there, and that is a rather large statement for a man to make, especially 
a man that is well versed in just what a sentence like that would mean, 
und I mean supposedly he is an educated man—makes a state 
ment like that and he must mean it, and he made it in front of me. 

Mr. DeWtnp. It is that that led you to believe that when Nathan 
said that and Naster said that they could affect the tax case, that 
you believed it ? 

Mrs. Menxrn. And another reason, the timing was so perfect, 
and Mr. Teitelbaum’s statement that he was definitely under the 
impression that his case was going to be settled on a 5-percent basis, 
and then when all of this conversation started, and this threat of 
trouble, he did begin to get terrible pressure, and the things connected 
too perfectly to be Just an accident. And then Mr. Sale’s statements 
to me, once to me in private and once to Mr. Teitelbaum in front of 
me, that they had done it before and they would do it again, and 
there was any number of things that led me to believe, and there 
was no doubt in my mind that they could do it. 

Mr. DeWrnp. So your conviction that they could do it and had in 
fact done it was based upon having seen Mr. Caudle together with 
Mr. Nathan, and having heard Mr. Nathan telephone Mr. Caudle. 

Mrs. Menxrn. And knowing Mr. Nathan was in an oil business with 
Mr. Caudle. 

Mr. DeWrnp. Did you know that? 

Mrs. Menxrn. Yes, I did. 
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Mr. DeWinv. How did you know that ? 

Mrs. Menxin. From Mrs. Nathan and from Mr. Nathan. 

Mr. DeWinv. They both had told you that there was an oil venture 
that Mr. Caudle and Mr. Nathan were in together? 

Mrs. Menkin. Yes, sir. 

Mr. DeWrnp. All of those things coupled with the way the case 
developed led you to believe that undoubtedly it must be true that 
Mr. Nathan had interfered in the case suecessfully ? 

Mrs. Menxin. Yes; and the fact that I was present at all of these 
conversations, and one does not like to get involved in a committee 
hearing and in trouble in the newspapers, and I would much prefer 
to be an average American citizen who reads about these things, but 
does not get involved in them, but the fact remains that these things 
were said, and unfortunately they were said in my house and in my 
presence. 

Mr. DeWinpv. Those are all of the questions I have. 

Mr. Byrnes. These telephone calls that you just referred to, did 
Mr. Nathan put in the calls to Mr. Caudle, or would Mr. Caudle be 
calling him? 

Mrs. Menxryn. He called Mr. Caudle and a couple of times when 
I would come to the house, something like that, it would come out, 
now I am inclined to think it was not just as a matter of conversation, 
but to impress me that Caudle called on business. 

Mr. Byrnes. Were these calls long-distance calls or were they to 
Mr. Caudle at some hotel or something in Miami Beach? 

Mrs. Menktn. They were long-distance calls. 

Mr. Byrnes. How many calls would you estimate were made while 
you were at the Nathan home? 

Mrs. Menxrn. Three, or maybe four, or oa five; no more than 
that. 

Mr. Byrnes. You realize that the charges that are being made here 
are very serious charges, do you not ? 

Mrs. Menkry. Yes. I further realize that IT am on sworn testi- 
mony, and that any one sentence that I have made which you can 
prove to be a deliberate lie is considered perjured testimony, punish- 
able by prison, and Tam well aware of that. 

Mr. Byrnes. That is all. 

Chairman Kine. You may be excused. 

Mrs. Menkrn. Thank you very much. 

Mr. DeWrxp. You are able to remain available to testify further 
if von are needed? Will you be able to remain available to testify 
further if you are needed ? 

Mrs. Menxkrn. Yes: I will be. 

Mr. DeWrnp. Thank you. 

Mrs. Menxrn. Congressman King. T would appreciate it if you 
could tell me if you want me to remain over: my mother just got ‘out 
of the hospital, and I would like to eall and tell her I will be delayed, 
and I would like to see what arrangements could be made there for her. 

Mr. DeWrxpv. Well, we will try to let you get away from here this 
evening if you could wait a little while on that. 

Mrs. Menxtx. Thank you very much. 

Chairman Krxe. Is Mr. Smith in the room, please? Will you come 
forward, please. You have been sworn, Mr. Smith. 
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TESTIMONY OF TURNER L. SMITH—Resumed 


Mr. DeWinpv. Mr. Smith, do you know Frank Nathan‘ 

Mr. Smrru. Yes, I do. 

Mr. DeWinp. When did you first meet Nathan? 

Mr. Smrru. I have known Mr. Nathan perhaps for 5 or 4 years, and 
I don’t remember. 

Mr. DeWtxp. Do you remember how you first met him ? 

Mr. Smirn. No; I do not recall where I first met him. 

Mr. DeWinp. Do you remember who introduced you to Mr. Nathan ? 

Mr. Sauru. No, sir; 1 do not recall who introduced me to him. I 
subsequently came to know him as an associate of Mr. Caudle. 

Mr. DeWtnp. You say you subsequently came to know him as an 
associate of Mr. Caudle? 

Mr. Smrrn. As a friend of Mr. Caudle. 

Mr. DeWrnp. Asa friend of Mr. Caudle / 

Mr. Smirn. Yes. 

Mr. DeWinp. Well, how did you come to know that he was a friend 
of Mr. Caudle? Did you meet them together, was that it ¢ 

Mr. Smrru. I had heard Mr. Caudle speak of him frequently, and 
through the period of years I perhaps saw Mr. Nathan two or three or 
four times. 

Mr. DeWinp. Well, did Mr. Caudle first introduce you to Mr. 
Nathan‘ Is that how you met him? 

Mr. Svrru. It is possible, but I do not recall the first time I met 
Mr. Nathan. 

Mr. DeWtnxp. Do you have any other mutual friends 

Mr. Suirn. I beg your pardon ? 

Mr. DeWinp. Do you have any other mutual friends or acquaint- 
ances? You know Mr. Caudle and you know Mr. Nathan; do you 
know any other person that knew you both, that might have intro- 
duced you 4 

Mr. Smrru. No; I don’t recall anybody else that might have intro- 
duced us. 

Mr. DeWinp. Then while you don’t have a separate recollection, 
vou would conclude that you must have met Mr. Nathan through Mr. 
Caudle ? 

Mr. Surra. That is entirely possible. 

Mr. DeWinp. Did you ever see Mr. Nathan in Miami? 

Mr. Surru. Yes: on one occasion. 

Mr. DeWinp. Where were you in Miami when you saw Mr. Nathan? 

Mr. Surrnu. Mr. Nathan along with his son whose name I do not 
recall at the moment met a group of us at the Miami Airport a couple 
of years ago, and we went into town in the automobiles that they had 
there. 

Mr. DeW1np. Was Mr. Caudle in that group? 

Mr. Smrru. Yes: Mr. Citudle was along. 

Mr. DeWrnp. Was that the time when you flew down with Mr. 
Whitehead ? 

Mr. Surrn. No, sir. 

Mr. DeWinp. How did you come to be there with Mr. Caudle? 

Mr. Surry. That was a week-end trip that was made to Sarasota, 
and Mr. Caudle had gone down to make a speech, and a number of us, 
he asked a number of us to go down with him and as we were about to 
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return to Washington, someone suggested, I don't recall who, that they 
fly over and spend a night in Miami and return over to Washington 
the next day. 

Mr. DeWinp. Were you flying on a commercial airline ‘ 

Mr. Surrn. No, sir: we were flying in a plane of Mr. Harry Payne. 

Mr. DeWinp. Can you remember who was on the plane besides 
yourself, and Mr. Caudle ¢ 
~ Mr. Surry. Going down on the plane was Mr. Candle, a pilot whose 
name I don’t recall, Col. Bennett Griffin, manager of the National 
Airport, serving somewhat as copilot, and Mr. Payne, if I remember, 
and myself, 

Mr. DeWinxp. Now, you say Mr. Nathan met vou at the airport and 
drove you to Miami? 

Mr. Svrrriu. Yes, sir. 

Mr. DeWixp. Did you visit at his home ? 

Mr. Svirriun. No, sir. 

Mr. DeWinp. What hotel did you stay at on that trip? 

Mr. Savaviut. T don’t reeall the name, and T was asked last week, and 
i don’t recall the name of the hotel and I am not familiar with the 
various hotels. 

Mr. DeWinp. There would be the Sherry- Frontenac. 

Mr. Suuru. IT am sure it would not be at that hotel. IT have heard 
that name mentioned, and I think that IT would remember that. and if 
you would name some of the other hotels I perhaps could remember, 

Mr. DeWinp. Would it be the Versailles ? 

Mr. Surru. [Tam inelined to think it was the Versailles TTotel, and 
I stated that the other day. 

Mr. DeWinxp. Did Mr. Candle stay there with you ? 

Mr. Siri. Yes, he did: and we stayed together. 

Mr. DeWinxp. Was that the only occasion Vou saw Mr. Nathan in 
Miami, just driving in from the airport ? 

Mr. Suivi. ‘That is the only occasion. Well, he visited with us, 
and we all had dinner together that night. 

Mr. DeWtnp. Is that all that you saw of him, just dinner and the 
drive-in ? 

Mr. Surru. We returned early the next morning to Washington. 

Mr. DeWinp. Now, at what other places have you seen Mr. Nathan / 

Mr. Shiurvn. Well, I will trv as best IT ean to recall. IT met him very 
few times. I remember seeing Mr. Nathan one day in the office of 
Mr. Griffin at the National Airport, and T saw him particularly there 
on this oceasion that I mentioned when we were in Miami, and per- 
haps one time at the Department of Justice, and Tam not sure that 
I have ever seen him there but perhaps one time there. 

Mr. DeWutnp. Did you ever discuss Mr. Nathan with Mr. Caudle? 

Mr. Surru. Yes: on two different occasions T had conversations 
with Mr. Candle about Mr. Nathan. 

Mr. DeWinp. When was the first of those occasions / 

Mr. Surru. They have all been within, Lam sure, the period of the 
last vear, perhaps the first one was last fall, and I don’t remember. 
the exact time, but it has been rather recent, and prior to that time 
I knew of Mr. Caudle’s relations with Mr. Nathan, and I knew that 
the families knew each other, and T had the impression that they were 
friendly with each other, Some time perhaps now 8 or 10 months 
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ago rumors came to me that perhaps Mr. Nathan was not as good a 
friend of Mr. Caudle as Mr. Caudle felt he was. 

Mr. DeWinp. Now, just a moment. When do you say these rumors 
came to you, Mr. Smith? 

Mr. Smiru. I would place them as best as I can recall the last fall. 

Mr. DeWixv. Who brought those rumors to you ? 

Mr. Smiru. I named those people, and I named two people when 
I discussed this before Mr. DeWind, and there may have been others. 

Mr. DeW np. I don’t think I was present at that discussion. Can 
you remember who they were ¢ 

Mr. Smrru. One was Mr. Robert McDaniel. 

Mr. DeWinp. He is a lawyer, is he ¢ 

Mr. Surru. He isa lawyer in town, and he has been a friend of mine 
since I have been in Washington, and it was very vague, and he said 
that he had heard rumors, and the gist of it was that Mr. Caudle and 
Mr. Nathan’s relationship was being misconstrued by people. So 
after thinking about it some time, I felt that I should talk with Mr. 
Caudle about it, even though it was not in the ordinary course of my 
duty. 

Mr. DeWtinp. Pardon my interrupting you. Was there nothing 
more definite said by Mr. MeDaniel than that, that the relationship 
was being misconstrued ? 

Mr. Smrru. Absolutely not. It was purely in the field of specula- 
tive rumor, and I recall asking him if he knew anything specific, and 
he said, “no,” and he said, “I just felt that I ought to pass that along 
to you, and perhaps you want to mention it to Mr. Caudle.” 

Mr. DeWinp. Did he suggest in any way that rumors were around 
that Mr. Nathan was claiming he could fix tax cases through Mr. 
Caudle? 

Mr. Surru. That was the impression I got from what he said to me, 
and TI don't recall his exact words, and 1 don’t recall that he used the 
word “fixed” or anything of that sort, but there was just discussions 
about their relationship. 

Mr. DeWinpv. And that was the first occasion that this matter was 
brought to your attention ? 

Mr. Smirn. So far as I can now recall. 

Mr. DeWinp. Now, you said you felt you should talk to Mr. Caudle 
about it after you had thought it over. 

Mr. Smirnu. Yes: I did, because my primary thought was that I 
knew that Mr. Caudle had what I considered to be a very high regard 
for Mr. Frank Nathan. 

Mr. DeWrnp. Did you speak to Mr. Caudle? 

Mr. Smitn. Yes; I did, and I don’t recall that I told him, T am 
rather sure that I probably didn’t bring anybody’s name in, and I 
mentioned it, and Mr. Caudle responded immediately and told me 
that he had every confidence in the world in Mr. Nathan, that they 
had exchanged visits at each other’s home, that the children of their 
families knew each other, and Mrs. Caudle was very fond of Mrs. 
Nathan, and expressed himself as feeling absolutely certain in his 
own mind that there was no basis for any improper talk, that might 
have been suggested to me. And I think that he went on at some 
length, Mr. DeWind, and I am not clear about these times, and T do 
remember there were a couple of times, and the conclusion of it was 
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that I felt that I had gone out of my place to bring up the subject, 
between two people in regard to their outside relations, and their 
personal friendship. I determined at that time that I would not 
mention it any more, and it wasn’t any of my business. I felt satisfied 
in short with what Mr. Caudle told me about their relationships. 

Mr. DeWinpv. Now, you said there was a second occasion on which 
somebody brought rumors to you. 

Mr. Smrru. Yes; some time later, and T can’t place this time, 
either, I have the recollection it was mentioned to me by several other 
people, but at this time I can’t recall their names, and it was all 
in the nature of vague rumor, and it was a reiteration of what Mr. 
MeDaniel had told me that he had heard. 

Mr. DeWrnp. You say several people brought this story to you? 

Mr. Smrrn. Yes; I am very sure that it has been mentioned by 
several people to me; one reason why it is so difficult for me to place 
all of these names, Mr. DeWind, at different times when morning, 
noon and night you hear rumors and you hear about fixes, and you 
hear that this is going to happen, and all of that. 

Mr. DeWrnpv. You attributed some seriousness to these particular 
rumors, however? 

Mr. Smiru. Yes, I did, because otherwise, I would not have men- 
tioned it the second time to Mr. Caudle. I think on this second oc- 
casion I told him that it was being said that Mr. Nathan was using 
his name in connection with tax cases, and at that time I decided 
that I ought to put it this way to Mr. Caudle, because 1 appre- 
ciated the fact that I was not talking to hin about a business matter 
and I told him that T wanted to say that not only if it were develope dl 
that there was anything improper going on, that it would not only 
affect him as a person, it would affect me and all of us, and he said, 
“Well, I appreciate it,” and he took what little I had to say in very 
2a graces, and he never indicated any feeling to me about it, but he 

icked up the conversation and reiterated again and went back into the 
nee time relations and friendship and the feeling that they had be- 
tween the <> and he said to me that he was absolutely con- 
vinced that Mr. Nathan was an honest man, and would not do any- 
thing improper, and I also recall that now as I am thinking back on 
this second oceasion, he said he had told Mr. Nathan not to ever men- 
tion any tax ease to him of any sort or kind, and he could not help 
rumors, but that he was not going to take any chance at all about 
it, and Mr. Nathan had refrained from mentioning any tax cases to 
him. 

Upon the conclusion of that conversation, I frankly was reassured 
that these rumors were rumors, as such, and did not think seriously 
any more about it. 

Mr. DeWinp. Can you remember the yg of any of these peo- 
ple that spoke to you about Mr. Nathan and Mr. Caudle? 

Mr. Surrn. I recall Mr. Robert McDaniel definitely. 

Chairman Kine. Mr. Smith, did not Mr. Rothwacks ever mention 
to you that he was concerned and apprehensive over the relationship 
between Mr. Nathan and Mr. Caudle / 

Mr. Smirn. Yes: but Mr. Rothwacks’ information did not come to 
me in the nature of rumors; he and I had several conversations, one 
or two, about the time that Mr. Caudle and I had our conversations, 
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and Mr. Rothwacks and T have discussed it. IT do not recall that he 
had anything specific to add to the situation. 

Chairman Kine. Both of you were apprehensive that this rela- 
tionship could embarrass the Department and Mr. Caudle and in- 
cidentally you and Mr. Rothwacks? 

Mr. Surrnu. Yes; because rumors are hard to tie down, and T had 
come to realize in this game, trying to handle these cases, that we could 
all get bought and sold and not realize it, and I had also come to real 
ize that being seen with people, and this was late in my experience, 
would have implications that I did not originally appreciate, Mr. 
King. 

Chairman Kine. Do you know whether or not Mr. Rothwacks ever 
warned Mr. Caudle that there were instances where Mr. Nathan had 
used his name improperly ¢ 

Mr. Smrru. I doy’t recall now Mr. Rothwacks ever telling me of 
any conversations he had with Mr. Caudle, and I am rather sure that 
the three of us never jointly discussed it, but apparently Mr. Roth- 
wacks had picked up some of the talk that had gotten to me. 

Chairman Kine, a both were concerned. 

Mr. Surriu. Concerned about the rumors, and after talking with 
Mr. Caudle T frankly thought they were baseless, particul: uly when 
Mr. Caudle assured’ me that Mr. Nathan had quit mentioning tax 
cases at all to him. 

Mr. DeWinpv. Well, I am not sure whether T got an answer to an 
earlier question. ae you remember any particular person who spoke 
to vou about Mr. Nathan and Mr. Caudle, in addition to Mr. McDaniel / 

Mr. Sarr. I also have a vague recollection, but Mr. Det rsev will 
have to confirm this, I have a vague recollection that Mr. Leo DeOrsey 
mentioned it to me at one time in a very casual way, and perhaps my 
diseussions with Mr. Rothwacks constituted the primary basis for my 
discussions with Mr. Caudle, and I never ran into any wholesale 
rumors about it. 

Mr. DeWinp. Do you know whether or not Mr. I. T. Cohen ever 
spoke to Mr. Caudle about Nathan ? 

Mr. Smiru. I think Mr. Cohen has told me on one or two oceasions 
that he had talked to him. 

Mr. DeWtnp. Did he tell you what he had talked to Mr. Caudle 
about ? 

Mr. Suir. No, he didn’t except the specific reference to this inci- 
dent that has come up this afternoon about the Teitelbaum case, and 
I learned after Mr. Cohen’s conversation with Mr. Caudle, that he 
told him rein Fomeg hiner that case specifically. 

Mr. DeWixp. Did Mr. McDaniel ever talk to you and Mr. Caudle 
together about this? 

Mr. Smrru. Yes; on only one oceasion that T can now recall and 
that has been rather recently, that has been since I left the Depart- 
ment of Justice, as this investigation began to develop, along about 
the time of the articles that appeared in the Daily News, 1 was with 
Mr. Caudle on a Sunday some several weeks ago, and he was discussing 
generally the situation about those articles, and mentioning his trip 
to Europe and he was explaining to me how it came about, and we were 
talking generally with each other, and we were riding around, and 
I asked him, let us drop by and call in upon Mr. Robert McDaniel 
at his home. Mr. MeDaniel lives out in Fairfax, Va., and so while 
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riding around that Sunday afternoon we called by upon Mr. Me- 
Daniel, and the subject was raised, the general subject of the trips 
and the newspaper articles, and at that time Mr. MeDaniel talked 
about these rumors to Mr. Caudle, and so far as I can recall that is 
the only conversation that Mr, MeDaniel ever had with Mr. Caudle in 
my presence about it. 

Mr. DeWinpv. Did anybody ever speak to you about any other 
associations of Mr. Caudle’s ¢ 

Mr. Smirn. No: not that I can recall. 

Mr. DeWinp. Did you ever have occasion to inquire about any 
person with whom Mr. Caudle was associated in any way ¢ 

Mr. Smrru. Not so far as Tecan recall, Mr. DeWind. 

Mr. DeWinp. Well, do you recall that you ever inquired about Mr. 
Fletcher / 

Mr. Smiru. I wouldn't have recalled that name except that I was 
reminded of the name by Mr. Lyon. At one time we had gone down 
to Texas, Mr. Caudle and the staff of the Tax Division, on a tax 
institute at Tyler, Tex.. and the name of Fletcher, and L don't recall, 
his name came up in conversation at some time with a group of us, 
as T recall it, Mr. Nash Adams, who is an old friend of ours, who was 
in the Department of Justice when we knew him, and perhaps one 
or two others were along, and I do not recall now how the name 
came up, and it may have been that I inquired about him, or it may 
have been that it was volunteered to me, and I remember that Mr. 
Adams expressed some, I don't recall lis exact language, but he ex 
pressed some intimation to me that Mr. Fletcher's reputation was 
not too good, 

Mr. DeWinv. How did that subject happen to come up, and whi 
were you inquiring about Mr. Fletcher ? 

Mr. Smiru. Because I recall in some way that Mr. Fletcher was 
with us or met some of us at one time during the visit down there. 

Mr. DeWinp. Well, now, who was down there? Was this in Dal 
las? 

Mr. Smiru. This was in Dallas: ves. 

Mr. DeWixp. And vou and Mr. Caudle had gone down there, and 
did other people from the Departinent got 

Mr. Smirnu. Yes: several others were along on this trip, Mr. Slack. 
as had already been spoken between Mr. Lyon and myself, and others, 
Mr. Slack was along, and Mr. Sharpe, and Mr. Rothwacks and myself, 
and Mr. Caudle. 

Mr. Byrnes. How did you make that trip to Texas? 

Mr. Smivu. We went down by private plane. 

Mr. Byrnes. Whose plane was that / 

Mr. Smiru. [don't know the name of the company or the individual 
that the plane was in, Who had the title to the plane, we were under 
the impression, at least T was, that we were the guests of Mr. Wynn, 
of Dallas, and his associates. 

Mr. DeWixp. What is Mr. Wynn's name? 

Mr. Smrrn. His first name is Toddie, T-o d-d-i-e Lee Wynn. 

Mr. Byrnes. What does he do? 

Mr. Sairu. My information is that Mr. Wynn is president or of 
ficer in_an oil company. 

Mr. Byrnes. He did not have anything to do with this tax institute ? 
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Mr. Smrru. No; other than the arrangements with this, as I under- 
stood them to be, we were invited down to Tyler, Tex., where the tax 
institute meeting was to be held, and the person who extended the 
invitation to Mr. Caudle was a lawyer by the name of Earl Mayfield, 
who lived at Tyler, Tex., and he made the arrangements for our trans- 
portation there. 

Mr. Byrnes. In other words, it is your understanding that the 
arrangements for this plane to take you down were made by the people 
in charge of the tax institute ? 

Mr. Smiru. Yes, sir. 

Mr. Byrnes. When was that? 

Mr. Smrrn. That was last year, Mr. Byrnes, and I don’t recall the 
exact time, and I can check and get the exact date for you, and per 
haps Mr. DeWind has it there. 

Mr. DeWinp. No, I do not, that I know of, have the date. 

Mr. Byrnes. Was that spring or summer or fall ? 

Mr. Smrru. My best recollection would be that it was the late 
spring, and perhaps April or May or June of that period of last year. 

Mr. Byrnes. Did you ever make any other flight with this man in 
that man’s plane ¢ 

Mr. Smirn. Yes, we made a second trip, this present year, to Texas. 

Mr. Byrnes. What was the purpose of that? 

Mr. Smirn. It was the same people went along, who were along. 
As we returned from our meeting in Tyler, Tex., Mr. Byrnes, we met 
in Dallas for the first time Mr. Wynn, who seemed to be, as I recall 
it, the president of this Strickland Oil Co.. and he told us about an 
island either himself or his company owned off the Gulf of Mexico, 
and insisted we take time off to run down and visit there. At that 
time we could not or did not have the time, and in the course of the 
general conversation I think we all expressed a desire and wish to 
see it at some time, and at that time there was a suggestion made that 
we go back and visit there. And as I recall, we all in the course of 
these changes expressed an agreeableness and delight at it. From 
that period on there were various times that Mr. Wynn or one of his 
representatives, Mr. Russell Allen would attempt to set a date when 
we could all return, and there were several dates set, as I recall it, but 
we were not able to get everybody together on it, and Mr. Wynn had 
stated to us, and Mr. Allen did, that their plane frequently flew to 
New York and that they could pick us up in Washington and take 
us down to the island, and then on its way back would drop us off 
in Washington. 

Mr. Byrnes. When did this second trip take place? 

Mr. Smirn. About the same time a year later. 

Mr. Byrnes. That was this year, was it not? 

Mr. Suiru. Yes, sir. 

Mr. Byrnes. About when, what month? 

Mr. Surru. I am trying to get the exact date for you, but it was hot 
there at that time, so it was undoubtedly in June or May. 

Mr. Byrnes. Did you have any hesitancy in accepting this gratuity / 

Mr. Smrru. No, sir; I did not at all. We originally expressed some 
idea among ourselves that perhaps we ought not to go because of the 
business of all of our being away from the office at that time, and we 
also discussed the question that we had promised to go, that they 
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asked us, and we believed that they were genuine in their invitation, 
and none of us had ever gotten any indication at all that there was 
any business angle to it, and for my own part, I felt that it was genuine 
expression of hospitality on the part of these people to have us come 
down to their island. 

Mr. Byrnes. By these people, you mean Mr. Wynn? 

Mr. Smiru. Mr. Wynn and his associates. 

Mr. Byrnes. In the business ¢ 

Mr. Smiru. In the business there, Mr. Allen, and it was Mr. Scott 
along, and our chief misgiving about it, at least on my part, was that 
difficulty in getting us all together and all getting off. It would be 
most unkind of me to now here say that we did not regard it, because 
we did regard it as a generous expression of hospitality but there was 
some reluctance on the part of all of us about trying to make the trip. 
I think the other attorneys would have to speak for themselves, but at 
no time did I ever get the impression that the reluctance came as a 
result of misunderstanding the purpose of Mr. Wynn’s invitation. 

Mr. Byrnes. Had any of you known Mr. Wynn before your first 
trip ¢ 

Mr. Smiru. So far as I know, none of us had known Mr. Wynn prior 
to the first trip to Texas. 

Mr. Byrnes. During your stay down in Texas, you were busy at 
the institute ? 

Mr. Smiru. Yes; until we returned to Dallas, at which time the local 
bar there had a reception and invited many lawyers in and we met 
many lawyers there. 

Mr. Byrnes. Did you see Mr. Wynn in between the first trip and 
the second trip ? 

Mr. Smirn. No, we did not. I did not. 

Mr. Byrnes. How long a time did the second trip take? How long 
did you spend at this island ¢ 

Mr. Smiru. My recollection is that we left on Thursday or Friday, 
I am not sure, and returned the following Monday morning and it 
was a week-end trip, but I don’t recall the day of the week now we 
left. and the date we returned. We spent 2 days at the island. 

Mr. Byrnes. All of the expenses of that trip were paid by Mr. 
Wynn and his associates ? 

Mr. Smrru. On the trip we went down by his plane, and we were all 
a guest at his ranch there, and we did not any of us leave the ranch, 
and we spent the entire 2 days on this island, and returned to 
Washington. 

Mr. Byrnes. How much time would you say that you spent with 
Mr. Wynn on the first trip that you made down to Texas? 

Mr. Smirnu. So far as I can recall, the only time we spent with 
Mr. Wynn was a breakfast one morning while we were at Dallas. 
Mr. Wynn had a brother, Mr. Angus Wynn, who was with us most 
of this time and expressed a friendly interest in all of us, and, as I 
recall, he was along on part of the original trip, and Mr. Angus Wynn, 
the brother of Mr. Wynn, was one of the ones most anxious that we 
see the island. They were crazy about that island down there and 
wanted us to come down and see it. 

Mr. Byrnes. If I could go back to the question of the rumors about 
Mr. Caudle’s relationship with Mr. Nathan, when did you first bring 
the rumors to Mr. Caudle’s attention and talk with him about it ¢ 
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Mr. Surrnu. Our first conversation, as I recall it, has been within 
the past year. 

Mr. Byrnes. You said that you learned about 10 months ago from 
this attorney friend of yours that there were some rumors, and how 
soon after that conversation with that attorney friend did you contact 
Mr. Caudle? 

Mr. Surru. It was most likely the next convenient opportunity that 
we had to discuss it. 

Mr. Byrnes. Very shortly afterward / 

Mr. Surry. It was timed with that, and frequently in the daytime 
there is somebody who was in my office and Mr. Caudle’s office all of 
the time, and that kind of discussion could ne come up at a time 
when we were alone, 

Mr. Byrnes. But if you had your discussion with your attorney 
friend about 10 months ago, you talked with Mr. Caudle then at least 
Y months ago about the subject / 

Mr. Surru. I can only place it within approximate period of last 
year, Mr. Byrnes. I should like to emphasize again that Mr. Me 
Daniel was not specific about it, and it was just one of those things 
that gets talked about. 

Mr. Byrnes. At least vou talked to them about it more than 5 or 4 
months ago? 

Mr. Suurrnu. I beg your pardon / 

Mr. Byrnes. You talked to Mr. Caudle about this first time, at least, 
more than 3 or 4 months ago? 

Mr. Surru. Well, ves. You mean the second time / 

Mr. Byrnes. The first time, | would say, at least longer than that? 

Mr. Sarrn. Oh, ves. Tam inclined to think it was at least a year 
ago. 

Mr. Byrnes. What about the second time, and how long after the 
first / 

Mr. Smiru. It would have been approximately 6 months later. It 
wis some interval in there as I recall it, and the second conversation 
did not fix itself as much on my mind as the first conversation, because 
it was mostly a rehash and a reiteration of what Mr. Caudle had said 
before. 

Mr. Byrnes. Well. Mr. Caudle had knowledge of these rumors or 
has had knowledge of these rumors for some time ¢ 

Mr. Smiru. Yes: on the second conversation T had with him, I 
think that I had an impression that he had heard similar things, and 
I recall he told me that he had taken steps to see that there could not 
be any more of that, and he had told Mr. Nathan that no case should 
ever be mentioned to him, and Mr. Nathan had said that he was not 
talking to anybody about any cases, and not having anything to do 
with them. 

Mr. Byrnes. Did Mr. Nathan ever talk to you on any of the times 
you saw him about any tax matters ? 

Mr. Smiru. Mr. Nathan as far as I can recall has never mentioned 
a tux case to me in his life. 

Mr. Byrnes. When you were in Florida, I believe you said in Miami, 
you flew down there with Mr. Caudle and Mr. Nathan met vou, at 
the time you stayed at the Versailles Hotel; were you somebody's 
guest at that time? : ; 
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Mr. Svrrn. Yes: we were the guests, or at least I considered we 
were guests of Mr. Harry Payne. At Sarasota where we spent the first 
part of the period, and I met a large group there, the local people 
took care of the hotel bill there, and none of us made any offer to pay 
the bills there. I did not, 

Mr. Byrnes. Who paid it? 

Mr. Smiri. I assumed that the local group putting on the program 
there. 

Mr. Byrnes. At Sarasota? 

Mr. Smiru. Yes; we stopped at this hotel, I believe Mr. DeWind 
said it was the Versailles Hotel, and we spent one night there, and 
as we checked out L inquired and they said the bill had been paid, and 
L assumed that Mr. Payne paid for it. 

Mr. Byrnes. Did you ever check to find out ¢ 

Mr. Sairu. Only to this extent. I recall as I walked out T said, 
“This should have been my bill.” and Mr. Payne said “Forget about 
it”: and that was the only impression that I had that he had taken 
care of it. 

Mr. Byrnes. You did not ask him whether he paid the bill or 
someone else did ¢ 

Mr. Souris. No, sir: I did not, and I regarded mi\ self asa guest 
of Mr. Payne at that time. 

Mr. Byrnes. You have no knowledge that it was not Mr. Nathan 
that might have paid your bill, have you ¢ 

Mr. Surru. That is correct, sir. 

Mr. Byrnes. Don't you people down in the Department care who 
pays your bills? 

Mr. Smiru. Sir? 

Mr. Byrnes. Don't vou people in the Department become concerned 
as to who pays your bills? 

Mr. Suiru. Yes: if 1 thought that there was anything improper 
behind it, Mr. Byrnes, L would not want anybody to pay my bills. 

Mr. Byrnes. IT am not talking about whether it is proper or im 
proper, and To am just wondering whether this has become such a 
habit of Government people having their bills paid that nobody pays 
any attention to it any more. 

Mr. Smirn. There are times when you are a guest, and when vou 
feel that you ought to assert yourself as a guest, and I have known 
Mr. Payne for some time, and IT have known lim to be a very warm 
friend of Mr. Caudle, and LT liked him myself, and IT had no feeling 
at all. 

Mr. Byrnes. How many people were there that stayed at the Ver- 
sailles that night ¢ 

Mr. Siri. Only those of lls that were along in the ol iginal group. 

Mr. Byrnes. How many was that 

Mr. Svirn. Mr. Griffin, and Mr. Caudle, and Mr. Payne and 
myself. 

Mr. Byrnes Did Mr. Payne pay the bills for all of them, too? 

Mr. Samiru. So far as I know, he did, Mr. Byrnes. 

Mr. Byrnes. That must have been a pretty good check. 

Mr. Surry. One night; ves, sir. Ido want to add that I do remem- 
ber distinetly that we were the guests of Mr. Nathan for dinner that 
night, and he asked us out for dinner and we had dinner, and retired 
and arose very early the next morning. 
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Mr. Byrnes. Wasn't Mr Payne also quite a friend of Mr. Nathan? 

Mr. Smirn. Not so far as I know, and I am aware that they know 
each other, because we were met there that day by Mr. Nathan. 

Mr. Byrnes. Do you know who made the arrangement for Mr. 
Nathan to go out to the airport to pick you up? 

Mr. Smiru. No, sir; I do not. 

Mr. Byrnes. You don’t know whether he went out because he was 
a friend of Mr. Payne, or whether he was a friend of Mr Caudle; 
is that right? 

Mr. Smirn. That is true, and I think perhaps Mr. Nathan has 
known all of these people that were along for some long while; and 
that is the impression I have had, Mr. Nathan and Mr. Payne were 
friends and they had known each other and also Mr, Griffin. 

Mr. Byrnes. What is Mr. Payne’s business ¢ 

Mr. Surrn. All that I know about his business is that I have 
heard him say that he was in the coke business. 

Mr. Byrnes. The coke business ? 

Mr. Smirn. Yes. 

Mr. Byrnes. The drink or the fuel? 

Mr. Smrru. It has to do with steel in some way, or steel companies, 
and so Tam sure that it has to do with coke and not Coca-Cola. 

Mr. Byrnes. Do you know anything more about his business ? 

Mr. Smiru. No, sir; I do not. Mr. Payne has never discussed any 
of his business affaires with me at all. 

Mr. Byrnes. You and he are close friends? 

Mr. Smiru. Well, I have known him entirely through Mr. Caudle 
and I felt that I shared his friendship and I knew he and Mr. Caudle 
were very fond of each other, and I met him through Mr. Caudle, 
and I also regarded myself as being friendly with Mr. Payne. 

Mr. Byrnes. But you do not know very much about what his busi 
ness or his activities are? 

Mr. Smiru. No; other than he in my presence has talked generally 
about how hard it is to get material now, and I also recall that he 
has had some connection with inventing the jeep, and that he has a 
history of perhaps writing a song or something of that sort, and | 
know in a general way. 

Mr. Byrnes. What was the last one? 

Mr. Smrru. He has written songs, and Mr. Payne is quite fine. 

Mr. Byrnes. Not knowing more than that about him, you felt there 
was not anything wrong at all in accepting his gratuities, and plane 
trips down to Florida, and staying at hotels as his guest, and so forth ’ 

Mr. Smrru. Well, I have known him practically ever since I have 
known Mr. Caudle, at least for the last 2 or 3 years through Mr. 
Caudle; and, Mr. Byrnes, the last 2 or 3 years our work has been more 
difficult than you can possibly imagine, and we work Saturdays, and 
Sundays, and it would be infrequent that I get a chance to get off. 
and Mr. Caudle would kindly include me on one of these trips, and I 
cheerfully went along. 

Mr. Byrnes. These trips were arranged primarily by Mr. Caudle. 
were they? 

Mr. Surru. Well, ves: I don’t know who would arrange them. Mr. 
Caudle sometimes would tell me, “Can you get off, I would like for 
you to go with us”: and he and Mr. Payne—I don’t know how to 
divide it between them as to who would arrange it. 
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Mr. Byrnes. You were always invited, however, by Mr. Caudle, 
rather than by the actual host ¢ 

Mr. Smiru. Well, I always felt it was Mr. Caudle that was kind 
enough to include me in the group, and of course Mr. Payne was good 
enough to let me go along on all of these trips. 

Mr. Byrnes. Would it shock you if the bill at the hotel had not 
been paid by anybody ? 

Mr. Smiru. Paid &e anybody ? 

Mr. Byrnes. Yes, and had not been paid by Mr. Nathan or by 
Mr. Payne or anybody in the party / 

Mr. Sairn. I would be surprised to learn anything about the bil! 
other than that Mr. Payne himself might pay for it. 

Mr. Byrnes. That is all. 

Mr. DeWinpv. Mr. Smith, you were a little earlier describing the 
inquiry you made about Mr. Fletcher of Mr. Nash Adams, and I think 
that you said that he intimated to you that Mr, Fletcher's reputation 
was none too good. 

Mr. Smrru. Mr. DeWind, I beg your pardon, I don’t recall that 
1 actually made an inquiry of Mr. Adams. I don’t recall that I did 
that. I don’t know of any particular occasion I might have had to 
do so, and I recall that the name came up between Mr. Adams and 
myself. 

Mr. DeWinv. When the name came up, you apparently must have 
asked for his opinion, or did he proffer it / 

Mr. Surrn. I think he proferred it. 

Mr. DeWinv. Well, was that a matter that was of some interest 
to you at the time / 

Mr. Smirn. Mr. DeWind, my recollection now, thinking and hav- 
ing another moment to think about it, is that it came up in this way: 
We were all together, and Mr. Adams had been a long-time friend 
of all of us, and I think that Mr. Fletcher came in or talked to Mr. 
Caudle, and Mr. Caudle and Mr. Fletcher went somewhere that day, 
or it came up in some Way. 

Mr. DeWinv. Well, did you ever talk to Mr. Caudle about the re- 
port Mr. Adams had given you? 

Mr. Smiru. No, I never did. I never thought of that any more, 
until the name came up in the newspapers the other day. : 

Mr. DeWinv. If you thought it advisable to warn him about what 
you had heard concerning Mr. Nathan, why did you not feel that you 
should also discuss with him the things you had heard about Mr. 
Fletcher ¢ 

afr. Smiru. Mr. Lyon asked me that question, and I simply had 
no interest at all in Mr. Fletcher, and I didn’t even recall his name 
until Mr. Lyon prompted my memory, and from that time until 
the time of the articles in the paper, | had not heard the name Fletcher 
mentioned so far as I know, or I can recall, and I had no further 
interest in it, and IT was concerned at the time; it was just a casual 
conversation about someone that I didn’t know. 

Mr. DeWinv. Well, did you have any general feeling of appre- 
lension at that time about any of Mr. Caudle’s associations ? 

Mr. Smiru. As to Mr. Fletcher, you mean or—— 

Mr. DeWinp. As to anybody, 

Mr. Surru. Frankly, no, Mr. DeWind, and the only thing I ever 
felt worth while at all to bring up was what I said to him about 
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these rumors which Mr. Caudle said were baseless, about Mr. Nathan. 

Mr. DeWinpb. Well, earlier vou said to us in relation to Mr. Fletcher, 
“No, my only oceasion was I knew Lamar had gone off with him, 
and by that time I was apprehensive of Lamar’s company, and that 
is Why Lasked Mr. Adams, because T had already talked with Lamar 
about Mr. Nathan.” 

Mr. Smiru. | don’t reeall saving that, and that was not my sense 
of it, at the time, about Mr. Fletcher, that LT was apprehensive about 
him, and I don’t know his first name. or I don’t know anything in 
the world about him. 

Mr. DeWixp. Well, T would assume when you said, “I was appre 
hensive of Lamar’s company,” that vou had some reference to genera! 
feeling that you had that something might be troublesome there. 

Mr. Smiri. That could only have been in connection with what | 
have already related about my discussions with Mr. Caudle about these 
rumors about Mr. Nathan. 

Mr. DeWinpo. W ell, how about these trips that you have just dis 
cussed you went on’ Did you have any feeling at the time that 
there might be something about those trips that could be viewed as 
indisereet 4 

Mr. Siri. Not at the time, Mr. DeWind, I did not. 

Mr. DeWinxp. Did you ever—— 

Mr. Smiru. My only feeling at the time was one of pleasure to be 
able to get away from the oflice for a little while and break the office 
routine, and Thad no concern at all at any time that IT would be ever 
expected or called upon te do anything in return for those trips. 

Mr. De Wixp. Did you later form a ‘different feeling about it? 

Mr. Sarru. Mr. DeWind, in the light of where I sit now, and in 
view of all that has been developing here in the last few d: is, T would 
be afraid to leave Washington with anybody except my wife. 

Mr. DeWinp. Well, even before this became a matter of the in- 
vestigation by this committee, had you not formed some impression 
that possibly it was unwise for numbers of people from the Depart 
ment to go off on such trips? 

Mr. Surru. Yes, during or after I became first assistant, I felt that 
I ought not to leave at the same time with Mr. Caudle, and I think 
we only made one trip together thereafter, and I felt T ought to stay 
there, but it was not any sense as I recall it that I felt there was any 
improper activity about it. 

Mr. DeWinp. Did youever discuss this prob em of tr: aveling : around 
with other members of the Tax Division ? 

Mr. Surru. T beg your pardon. IT didn’t get that question. 

Mr. DeWinp. Did you ever discuss the problem of traveling with 
Mr. Caudle with other members of the Tax Division, and other mem 
bers of the staff? 

Mr. Smiri. I may have. 

Mr. DeWixp. Do you recall any ¢ 

Mr. Smiru. 1 don’t reeall it. IT may have discussed it with Mi 
Rothwacks. 

Mr. DeWrxp. You say you may have discussed it with Mr. 
Rothwacks ¢ 

Mr. Suiru. I don't have any independent recollection of it now. 

Mr. DeWixp. Well, the other people of equal rank with you were 
Mr. Sharp, Mr. Slack, and Mr. Rothwacks, were they not ¢ 

Mr. Smirn. Yes. 
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Mr. DeWtnxp. Did vou ever discuss this problem with them’ Thes 
went on the trip to Texas with vou, didn’t they ¢ 

Mr. Smirn. Yes. [think we generally discussed the problem about 
all of us getting off at that time, and IT think all of us would have 
backed out of that trip and perhaps Mr. Wynn would have backed out 
of inviting us except we all felt committed to it, and it was after 
several dates were arranged we did go, 

Mr. DeWinp. You say that the general feeling among the group 
was that it was nota good thing to do? 

Mr. Surrius. Well, I didn’t feel it was that strong. I can only say 
that I sensed that all of us had some misgivings about it, Mr. DeWind. 
I recall that we stated, we promised to go, and we put them off twice, 
end we have either got to go or tell them atly that we will not go. 
None of us so far as I know ever had the idea that Mr. Wynn or any 
of his associates had any tax case, or had any ulterior motive other 
than to be friendly and generous and hospitable. As a matter of fact, 
I perhaps was naive enough to believe that Mr. Wynn and those 
people that met us in Texas were dumbfounded to find anybody from 
Washington that did not have horns on, and that we were people, and 
normal and regular people, and that they wanted us back for the 
sake of Our Company, nnd perhaps ] thi being narve, but | nevertheless 
felt that way. 

Mr. DeWixp. In describing to us here your general feeling about 
that, the question of these trips, is that a matter that vou have dis- 
cussed at all recently with any of the people involved 4 

Mr. Suirru. Not that I reeall recently. Most of our discussions 
about it were in the preliminaries about arranging to get away, and 
Mr. Caudle expressed reluctance to go at several times, and he himself 
doubted whether or not we all ought to try to get cff, but none of us 
felt that after we had promised to do it that we ought to say ath 
that we would not do so. 

Mr. DeWinxp. Well, haven't vou recently discussed this whole ques 
tion with Mr. Rothwacks: 

Mr. SMITH. Mr. Rothwacks, some week or so ngo, the last 10 lay =. 
told me that he had been asked about the trip and LT remarked at 
that time that | forgot to tell Mr. Lyon about the second trip. I 
helieve I only told you about the first trip. and that was one of the 
things | intended to ada, whiat ] said, and Mr. Rothwas ks sid, “You 
know, none of us really wanted to make that trip.” and he made 
that statement to me, and I think that that was the first outward firma 
presentation of what we all had some feeling about. 

Mr. DeWinp. That is all. Mr. Chairman. 

Mr. Byrnes. Did you ever tell anybody else in the Department 
about the rumors concerning Mr. Caudle’s friendship with Mr. Nathan ? 
You said that vou had discussed it with Mr. Rothwacks, and did you 
diseuss it with anybody else in the Department ‘ 

Mr. Svrrn. Mr. Byrnes, I don’t veeall that I did. Normally I 
would not have. 

Mr. Byrnes. Did you discuss it with Mr. Ford ? 

Mr. Swrru. Not that IT reeall mentioning the name to Mr. Ford. 

Mr. Byrnes. Did you diseuss it with Mr. MeGrath ¢ 

Mr. Smrru. No, sir; I am sure it never has come up in any conver 
sation with Mr. MeGrath. 

Mr. Byrnes. Or any other persons superior to Mr. Caudle? 
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Mr. Smrru. No, sir; I did not regard it as being of that nature, Mr. 
a rnes, and I felt it was purely a matter to be talked over with Mr. 

Caudle, and I was completely assured by him about it. I want to 
say, and it is on my heart to say this for many days now, I lived and 
worked with Mr. Caudle for a good many years, and I never witnessed 
in my life anything on his part that I regarded as being a dishonor- 
able or dishonest act, and I had a great deal of faith in Mr. Caudle, 
and I cherished his friendship a very good deal, and I want to say 
that that was my attitude and feeling toward him throughout every 
day, and every week that I worked with him. 

Mr. Byrnes. Is some of the information then being developed by 
this committee news to you? 

Mr. Surru. Mr. Byrnes, I knew of none of Mr. Caudle’s business 
experiences, or his business interests, and I have precast him of 
that since this has come about, and I knew only something with 
reference to a one thirty-second interest in an oil well that I ‘under 
stood Mrs. Caudle owned. 

Mr. Byrnes. That is all. 

Chairman Kine. You may be excused, Mr. Smith. 

The committee will now recess until 8 p. m., tonight. 

 enagningy. 4 at 6:05 p. m., the hearing was recessed to reconvene 
at Sp. m., the same ii) 

NIGHT SESSION 


Chairman Kine. The subcommittee will be in order. 

Mr. Larson, would you rise and be sworn, please ? 

Do you solemnly swear that the testimony vou are about to give 
will be the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Larson. I do. 


TESTIMONY OF JESS LARSON, ADMINISTRATOR, GENERAL 
SERVICES ADMINISTRATION 


Chairman Kine. Mr. Larson, you have requested an appearance 
here, and have you a statement that you wish to make 4 

Mr. Larson. Well, Mr. Chairman, I would like to make an extem- 
poraneous statement. 

Chairman Kine. Very well. 

Mr. Larson. The matter involving my name came across the ticker 
only late this afternoon, and I have had no time to prepare a written 
statement. 

First of all I want to express my deep gratitude to this committee, 
and to the institution we have known as the Congress of the United 
States that will give a citizen, and in my case a public servant, an 
opportunity to appear in public and rebut some of the insinuations 
that have been cast by witnesses who have recently left this stand, and 
by certain public expressions in certain organs of the press that have 
speared. 

Ir. Byrnes. Before you proceed, would you identify yourself for 
the record, please ? 

Mr. Larson. Thank you, Congressman Byrnes. 

I am Jess Larson, Administrator of the General Services, Wash- 
ington. I am sure that you gentlemen on the committee will agree 
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with me that it is unfortunate that hearsay testimony cast on the 
airways and repeated through the press as happened here late this 
afternoon is something that if permitted to run wild has every op- 
portunity to ruin the character and the reputation of every public 
servant and every public employee in this city. And I am proud 
to be here at this time, and I hope representing a public official who 
is here to not only defend but to defy anyone who will cast such 
aspersions upon my official conduct in connection with my office. 

| have on the ticker here as it came into my oflice the statement of 
this alleged lawyer, a profession that I have worn proudly, who says 
that he was told by Frank Nathan, a man who has hung around this 
town for 4 years to my knowledge, selling names, selling reputations, 
trying to put himself in favorable position, and any businessman 
that falls for that sort of thing should have himself examined as a 
(it subject for an institution. I so stated before the Senate com 
mittee 2 years ago. I want to state categorically here now that I 
have no business relationship with Frank Nathan, nor have I ever 
had any business relationship with him. I want to say that I have 
no social relationship with Frank Nathan, nor have I ever had any 
social relationship with him. I want to say that I have never in all 
my life discussed any matter pertaining to taxes with Charles Oli- 
phant, with George Schoeneman, or with Joe Nunan, a man whom I 
do not know. And as I heard the broadcast coming to this meeting 
this evening, in the voice of this, of this, of this witness who said 
even himself he didn’t believe this thing, and then why did he get 
up and repeat it and cast reflections on men who were trying to do 
the right thing. 

I deeply appreciate this opportunity, gentlemen, to meet again 
with you men in public office in the legislative branch. I have met 
with you many times, and we have had many problems together, 
and our relationship has been something that I have cherished, and I 
will Jeave my reputation in the hands of your colleagues. 

Now, let me say a word about Frank Nathan. Frank Nathan is 
only one of the many people who think that there is a short cut to at- 
taining their end. I have had my share of experience here in Wasli- 
ington, as you well know. The amount of surplus property that I 
disposed of brought me in touch with every segment of our industry. 
There is something I could say about business ethies, but this is not 
the place to say it. There is something that perhaps should be said 
about the price that a man pays who is in public office. There is only 
one sure formula that I know of for protecting one’s good name, and 
that is to be a complete recluse, and refuse to associate with your fel- 
low man. 

I met Frank Nathan under circumstances that were honorable, 
and I met him through a man of the cloth, as I have stated in the 
press, and he came to my office as did many come to my office when 
| was a member of the general counsel's staff of the War Assets Ad- 
ministration, seeking information about doing business with the 
Government. As a public servant it is my duty to see the public 
that comes to me, and I saw him. When I advanced to the office of 
general counsel, he made other visits seeking information, informa- 
tion which was available anywhere in the building where we were 
noused, Perhaps he visited my office two or three times on those 
occasions, 
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I became Administrator early in IMs. T didn’t see anything of 
Frank Nathan, to the best of my recollection, for about 6 months, 
and then I began to see him in the hallways, and he would speak to 
meas L went around. I began to see him in hotel lobbies, and T saw 
him one time in connection with a friend of mine from Oklahonia 
City, who was here on business, and he was in this friend’s hotel room, 
a lawyer friend of mine who was up here representing his client. 
He attempted to talk to me then about surplus property, and [ told 
him as | had told him before in hotel lobbies and elsewhere that the 
place to do business with the Government was at the Government's 
place of doing business. 

Shortly after that I began to hear that he was using my name, 
I notified my staff that this was going on, and an investigation was 
conducted by my Compliance Division, and T learned of the man’s 
arrest and forfeiture of his bond, and I learned of two other instances 
where he had difficulties with the law. 

On the basis of that information, I directed that he be placed on 
the “referred list,” and the “referred list” was a list that we had in 
the War Assets Administration for just such characters as Frank 
Nathan, and others who attempted short cuts, or whom we thought 
might attempt short cuts in doing business with the Government. 

Of course, Frank Nathan, so far as I know, was a citizen of the 
United States, and as a citizen he had such rights as a citizen was 
entitled to, but not the right to bandy my name about. As IT have 
heretofore said, through an old and dear friend of mine, Bob Jordan, 
a reputable oil man and lawyer in Oklahoma City, T acquired an 
interest in an oil and gas lease by purchase for which I paid $3,000. 
I knew that lease, and I knew its potentialities, and when Vob Jordan 
vot ready to drill it. IT asked him for an opportunity to participate 
and he gave it to me. 

Sometime later I noticed on the division order that there was the 
name of Frank and Goldie Nathan, as participating in that lease. 1 
asked Frank Nathan the next time [T saw him if he was interested in 
that lease, and he said he was, and he told me that he was interested 
in oil deals of any kind and would T not help him get some. IT said, 
“Mr. Nathan, as long as you are attempting to do business with the 
Government, I will not be in a position to do business with you,” and 
that is a poliey which T have always followed, and which one must 
follow ina position of public trust. 

He has called me at least 30 times at home asking me if I could 
not put him in oil deals, until finally T refused to take his calls. This 
is over a period of 2 or 214 vears. T have done everything that it was 
within my power to do from insult and everything else to discourage 
this man. 

In February, T believe it was, of 1950, T was attempting to get a 
room at the Waldorf Hotel in New York, and a man crowded up 
beside me at the register and said to the clerk, “IT am giving up one 
of my rooms, and he can have that.” and T looked around and it was 
Frank Nathan. IT told the clerk that T wanted a room in my name, 
and IT went to the reom and called the maid and had her lock it off 
from the suite of which it was a part, and I remember this incident 
clearly because I went to the theater that evening, and it is the only 
time T have been to the theater since T came back from overseas dur 
ing the war, and the next morning I got up at about 9:30 and T went 
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down and had breakfast, and I went to cheek out to come back to 
Washington. I found that my bill had been paid by Mr. Nathan. 

W hen | I returned to Washington, I called Mr. Nathan in Miami and 
again I raised hell with him and tok | him the next time he came to 
Washington that he must accept the price of that hotel room, and the 
charges that were against it. which included some long-distance tele 
phone calls. And T paid Frank Nathan $19. 

When LT went to Duquesne University to receive an honorary degree 

of doctor of laws in August of 1950 and walked into the William Penn 
Hotel, the first man T saw was Frank Nathan. IT turned around and 
went out again and went down to the Duquesne Club and stayed. I 
don't know what a public official can do under circumstances of this 
kind. A citizen that walks the street lias rights Which T will respect. 
but L will not permit my name to be bandied about. Twill net permit 
my reputation to be ruined by this sort of thine: and with the help of 
Almighty God and you gentlemen in Congress, won't you please give 
us some legislation that will help us stop this sort of thing. 

That is all I have to say, gentlemen. [| Applause. | 

I would like to subject mivself to any questioning iw the committee 
would like to indulge in. regarding any of my activities, any of my 
private life, and any of my public operations, and the committee ts 
familiar with the fact that certain transactions that transpired duri ne 
the time IT was Administrator of War Assets are under active negotia- 
tion by the Senate committee, under active investigation by the Senate 
re and that investigation came about as a result of a visit to 
nis office by two newspapermen, Mr. Chester Potter of the Scripps 
Howard press, and Mr. Harris of the St. Louis Post-Dispateh, and 
they told me that it was rumored that Frank Nathan had gotten 
$35,000 for the sale of electrical equipment at Torrence, Calif.. a salt 
which T remember well, because it was a pattern which Was a pilot 
operation of n patter NN which Wwe wished to indulee j 1) 10) order tfocul ry 
out the mandates of the Congress to dispose of certain surplus 
property. 

L immediately put my Compliance people to work and they found 
that which we did not know before, nor was there any op pation 
of our knowing from the official record, that Mr. Nathan did parti 
pate in that deal. In the course of that investigation, they found 
through one of the employees of General Services Administration who 
had seen the books of another company that he had indulged in partic: 
pating in another deal, which is also before the Senate Inve rt vet 
Committee, under active investigation. And Lam proud to say that 
l await with confidence, as T have said heretofore, the oute ome of the 
investigation of those two deals, becatse no man in my position could 
have thrown a deal any way. and T say again, a man is a fool if he 
permitted Frank Nathan to participate in any of his business with the 
Government, heenuse he had less than no influence with the agency 
with which they were dealing. 

I am ready to answer any questions regarding those transactions 
that the committee or the staff might have. 

Mr. DeWrxp. Mr. Larson, for the record here, would you state 
when you first met Mr. Nathan? 

Mr. Larson. I don’t remember the exact date, but it was either 
in the latter part of 1947 or 1948, to the best of my recollection. 

Mr. DeWinp. Can you remember the occasion of that meeting 4 
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Mr. Larson. I remember the occasion very well, because 1 was in 
the William Penn Hotel in the cocktail lounge, after having spent 
the day with some business concerning surplus property for Duques 
University, and the Right Reverend Father Smith, the head of tha: 
institution and I, and I think one other member of his staff, wer 
sitting there discussing this matter, and into the cocktail loung 
walked a man whom T had known in the Army, a man by the nan 
of Abrams, who was the head of the prisoner of war detachment a: 
a camp where I was stationed. And with him was a man whom ly 
introduced to me as Frank Nathan. Those were the circumstance 
under which I met Frank Nathan. 

Mr. DeWinp. Did Mr. Nathan know the other people present 
already ¢ 

Mr. Larson. Mr. Nathan appeared to be acquainted with Fathe: 
Smith, and he was with Abrams and obviously was acquainted wit! 
him. 

Mr. DeW inp. What was the next occasion for your seeing Frank 
Nathan? 

Mr. Larson. I don’t remember the date, but to the best of my reco! 
lection Frank Nathan was in my office, in the waiting room of my 
office when I was general counsel, and asked me about some surplus 
property that was on sale in St. Louis, as I remember it, because it 
was being shipped to New Orleans and there was a man with him 
who later came under investigation by my organization, and that is 
why I remember that occasion, and the man’s name was Marshall. 

Mr. DeWtnp. Do you remember his first name ? 

Mr. Larson. A. S. Marshall. 

Mr. DeWixp. Mr. Marshall came under investigation in connec 
tion with what matter, if you remember ? 

Mr. Larson. I don’t remember. 

Mr. DeWinxp. But there would be a record of the Marshall invest’ 
gation? 

Mr. Larson. That is right. 

Mr. DeWinp. In the GSA files? 

Mr. Larson. That is correct. 

Mr. DeWrnpv. Well, has Mr. Nathan come to you concerning Wa: 
Assets Administration transactions in the past? 

Mr. Larson. In what is that? 

Mr. DeWtnp. When the War Assets Administration was still i) 
operation, did Mr. Nathan come to you about the purchase of wa: 
assets ? 

Mr. Larson. Yes. I saw him in the information center, and T saw 
him in my waiting room, and T saw him, I think, one or two time 
in my office in the early part of 1948. He was inquiring about surplus 
property, and I don’t remember what he was inquiring about, but 
I remember very well what I told him the last time I talked to him 
in my office. 

Mr. DeWrnp. Well, when was that, Mr. Larson ? 

Mr. Larson. I said, “Mr. Nathan, you have nothing to contribute 
to the industry that you are attempting to represent, that I can see. 
and you will gain no advantage by coming here to my office. Surplus 
property is sold through regular established procedures throug) 
regional organizations, and every piece of property that is sold must 
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go through that procedure, and you must submit to that procedure, 
and do not come here seeking any advantage.” 

Mr. DeWinp. Had Mr. Nathan behaved in a way that other people 
did not, in negotiations with the War Assets Administration ¢ 

Mr. Larson. Well, it wasn’t a matter of negotiations, Mr. DeWind. 
He never reached the stage of negotiations on any matter that he ever 
discussed with me. 

Mr. DeWinvb. Well, you apparently felt that there was something 
subject to criticism about Mr. Nathan’s activities. 

Mr. Larson. I was by that time aware of the pattern, and there 
were a whole townful of people that were attempting to operate in 
ihe same way, to come to the top man to try to get an advantage, and 
to try to get me to send them somewhere else. And I refused to do 
that, and T had to refuse to do it for him and for everyone else that 
asked such a favor. 

Mr. DeWinp. That is what disturbed you about Nathan ? 

Mr. Larson. That is what disturbed me at that time; and it was 
some time later that I found that Nathan was boasting about the fact 
that he knew me, and later on I found that he was boasting about the 
fact that he and I were participating in the same lease, the same oil 
lease, which I have described. And I might add that there were 87 
people, and there are $7 people participating in that same lease. 

Mr. Kroon. And one would not necessarily know who the other 86 
are? 

Mr. Larson. Not necessarily at all, and as a matter of fact, when 
you dispose of a participating interest in an oil and gas lease, some- 
times that interest is divided up many times and disposed of again 
and again, and the original owner of the leasehold has no idea who is 
participating in his leasehold, and the only way he can catch up 
would be by going to the division order, where the results of the 
runs are spread out by the company purchasing the oil. 

Mr. DeWinp. Mr. Larson, could you explain to the committee just 
how Mr. Nathan and other people like him operated / 

Mr. Larson. Well, I have described my concept of his operations 
in a general way, and T don’t think that I could go into any further 
detail, unless by way of repetition or emphasis. 

You see these people around and they show up, and IT remember 
one time T went to Miami Beach to dedicate a hospital down there 
that the citv of Miami Beach was turning over to the Mount Sinai 
for operation. And much to my surprise, Mr. Nathan was with a 
group at the airport that met me; and how he knew I was coming in, 
I don’t know. That is the way those kind of people operate, and they 
turn up, and you have to seek to avoid them. 

Mr. DeWinxv. Who was in that group that welcomed you at the 
airport, that Mr. Nathan joined ¢ 

Mr. Larson. There was the official group, the city manager, and 
the mayor, and there were some officials of Miami, and there were 
some officials of the Mount Sinai group. 

Mr. DeWrnp. Well. now. while you were there, and after Mr. Nathan 
joined this group at the airport, were you obliged to see him in any 
social way while you were there? 

Mr. Larson. No, T wasn't obliged to. He came bv the receiving 
line where the late Senator Pepper and the present Senator George 
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Smathers were standing along with me, to shake hands and to intro- 
duce members of his family; and later on that evening, there was 
another affair where I recall very distinctly that this man showed 
up, and I think with two of his sons. 

You asked me, Mr. DeWind, how these people operate. God knows 
how they operate. I have said in public statements up and down 
this land, with the Small Business Committee of the Senate and the 
clinies we have had, the same thing over and over again: That you 
don’t have to get anybody that claims they know somebody, to do 
business with the Government. Asa matter of fact, it is a handicap. 
So Tean't tell you how they do business. 

Mr. DeWinv. Did Mr. Nathan ever obtain a participation in any 
purchases of war assets ¢ 

Mr. Larson. I know of two, which I have stated, which are unde: 
investigation by the Senate committee, which [T learned as a result 
of the newspaper people's visit to my office. Had Mr. Nathan's par 
ticipation been disclosed at the time that those deals came up to go 
through the Review Board, in the regular procedure, Tam not 
saying that the deals would not have gone through, but Tam saying 
that they would have had a good look by my top staff, for the very 
reason that his name was connected with them. 

Mr. DeWinp. Well, under the regulations of the War Assets Ad 
ministration, and the GSA, would the names of all interested parties 
be required to appear! 

Mr. Larson. Under the terms of the contract, all participants are 
supposed to be cdisclosed—lL won't say “participants,” because the 
language is “principals.” 

Mr. DeWinxp. Did Mr. Nathan's name appear in either of these 
deals ¢ 

Mr. Larson. No. And T might add further that because of that 
provision in the contracts to which LT refer, that there may be 
civil action by the Government to recover that which was paid to 
an undisclosed principal, if the undisclosed party was a principal. 

Mr. DeWixp. Well, what were the transactions that you have dis 
covered Mr. Nathan had a part in‘ 

Mr. Larson. The one to which I referred which has been referred 
to by the St. Louis Post-Dispatch erroneously, the sale of the electrica 
equipment, the used electrical equipment at the former Alcoa alumni 
num reduction plant located at Torrance, Calif. 

Mr. DeWixp. Do you know what payments Mr. Nathan got from 
that transaction ? 

Mr. Larson. Do 1 know what ? 

Mr. DeWixp. Do you know what payments he received in connection 
with that transaction ? 

Mr. Larson. As a result of the investigation which my Compliance 
people have concluded and turned over to the Senate committee, as 
I said a while ago, Mr. Nathan’s participation was $57,000, 

Mr. DeWinp. Now, can you concieve of any service that Mr. Nathan 
rendered in connection with that transaction for which he should 
have received $57,000 ¢ 

Mr. Larson. From what I see, or from what I know of this case, I 
can see no service that he rendered. From what I know of the junk 
business, there are so many ramifications that God only knows what 
the original deal was. 
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Mr. DeWrnp. Was Mr. Nathan in a position to receive or obtain 
from the War Assets Administration any information concerning 
property available that was not readily available to everybody else ¢ 

Mr. Larson. There was no one in that position, Mr. DeWind, at 
any time. Allof the property we had was for sale, and all of the facts 
pertaining to it were available to anybody at any time. 

Mr. DeWinp. Did Mr. Nathan ever discuss the Torrance trans- 
action with you ? 

Mr. Larson. Mr. Nathan never discussed the Torrance transaction 
with me, to my positive recollection. 

Mr. DeWixp. Would you know, or to your knowledge did he ever 
discuss it with any member of your staff? 

Mr. Larson. To my knowledge, he never discussed it with any mem- 
her of my staff. 

Mr. DeWinp. The investigation did not disclose that Mr. Nathan 
ever rendered any services in connection with the matters, that is, in 
the form of negotiations with the War Assets Administration ¢ 

Mr. Larson. The record clearly shows that he did not participate 
in any negotiations with the War Assets Administration for the sale 
of the property. 

Mr. DeWrnp. Did your investigations disclose whether or not he 
had invested any money in the purchase ? 

Mr. Larson. No, he did not: and I cannot answer as to whether the 
investigation went that far or not. If you want my opinion, I doubt 
It. 

Mr. DeWtnp. As far as vou know, on the basis of no service and 
no investment, Mr. N: = an picked up $57,000 ? 

Mr. Larson. Well, it is an amazing thing to me, Mr. DeWind, a 
most amazing thing. "had other amazing things have come to my 
attention in connection with the salvage and the junk business. So, 
for that reason, I am not surprised. I am more chagrined than I am 
surprised, because I thought we had Nathan cornered and headed off, 

Mr. DeWrxp. What was the other transaction that you found he 
was in? 

Mr. Larson. Well, the other transaction is not clear, and the in- 
vestigation does not indicate at all whether or not Nathan participated 
in the disposal of the surplus property. The only thing that has come 
to our attention is in connection with a disposal of the Premier Refin 
ery at Cotton Valley, La.. which was cannibalized and disposed of. 
Our investigation disclosed that in the distribution of the proceeds 
from that sale, that Mr. Nathan received a 810,000 check, or a 810,000 
check was made payable to him. 

Mr. DeWinp. Was that a Government check ? 

Mr. Larson. No. Let me explain both of these deals, because they 
followed the same pattern insofar as the Government's plan of disposal 
was concerned. And if Tmay, Mr. Chairman—I don’t want to prolong 
these hearings by dragging out something—but the St. Louis Post- 
Dispate ‘h story Was so erroneous and so distorted in this connection, 
with the indulgence of the committee and with Mr. DeWind’s, | 
would like to exp: iin, as brie fy as Tecan. the method of sale: and the 
same method applied to the Premier Refinery property. 

We were under great pressure to dispose of surplus property. You 
ventlemen of the Congress know of the many times T appeared before 
the Congress supporting legislation to save some of this property from 
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being disposed of; and as a result of those hearings, you did enact 
legislation which created the national industrial reserve, which made 
it a responsibility of the Military Establishment to pass upon the 
disposal of any piece of property: any piece of property that was 
built to prosecute World War II. its disposal had to be approved by 
the Munitions Board. That is an important point to remember. 

In the case of Torrance, that property was, I believe, advertised 
publiely four times; and each time the staff, the regional staff and 
the Washington staff, because it had to come to Washington for final 
approval because it was more than SL million, it had to go to the 
Department of Justice because it was more than $1 million-—anid 
each time those proposals were turned down because they were inade- 
quate, except the last time. The last time, the property was offered 
at public sale, and [T believe some 52 newspapers, if my memory serves 
me correctly from the transcript I saw, more than 8,000 brochures 
deseribing this used property, used electrical Peer lage it 
wasn't new, it was used property—went out to the public. As « 
result of that sale, the highest bid offered was $750,000, at a public 
sale. It was cash for the property. 

We have been up against just this kind of a proposition before. 
We had tried at Ogden, Utah, with a construction company, to sell 
property where the Government participated in the net. That meant 
that the Government had to have an auditing staff, and a supervisory 
staff, to attend the sale, and to look after the administration, prac- 
tically as big as the construction company that was carrying on the 
sale. And it was entirely unsuccessful, and some $10 million of 
property was offered for sale that way, and the cost of the sale ran 
about $214 million, 


Later on, we tried to dispose of an ordnance plant located down in 
Tennessee, if was a powder plant, under a change of that system, 
but the Government still participating in the net, with the contractor 
selling off piece by piece. And that, too, proved just as disastrous 
as the other. 

The Torrance property offered an opportunity, because of its pecul- 
iar make-up, to try a plan based on gross. So after receiving only 
$750,000 cash offered, which was recommended by the Los Angeles 
regional office, and two men traveled all of the way to Washington 
urging that that be accepted, then the matter was placed before the 
General Review Board, and a formula was worked out whereby the 
Government participated, percentagewise, above $750,000, which was a 
minimum guaranty; in any event the Government was to receive 
$750,000. This was all asa result of a public offering and competitive 
bidding. And asa result of that, of course, the Government was not 
interested in what the contractor did with his part of the percentage. 
The Government was only interested that the gross, the proper portion 
of the gross, did come to the Government. And for that reason, we 
were not aware, nor should we have spent the public’s money to become 
aware, of what the contractors were doing, insofar as their participa- 
tion was concerned, 

That is the kind of a deal that constituted the sale of the property 
at Torrance. It was a similar deal at the Premier Refinery. 

Mr. DeWrnp. Well, Mr. Larson, did Mr. Nathan ever talk to you 
about any War Assets deals? 
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Mr. Larson. Yes. As I have testified, he asked me for information 
about property for sale, up until the time he began dropping my name 
around and I refused to see him and refused to talk to him about 
property. After that, he never asked me about any Government 
property, and I never talked to him about any Government property. 

Mr. DeWinp. Well, from that time on, did you ever see him again ¢ 

Mr. Larson. Yes, the little man that turns up every time you walk 
into the Mayflower lobby, and I want to turn around and walk right 
back out, and I wish my friends wouldn't stop there for that reason. 
And I don’t mean to be facetious; I mean this from the bottom of my 
heart, that we in public office have a tremendous load to carry here, 
in the people that we permit ourselves to be seen with; and yet, we 
owe an obligation to the public to serve the public, and I wouldn’t 
forego that, either. 

Mr. DeWrnp. I gathered that Mr. Nathan used to approach you at 
the Mayflower Hotel whenever he would get a chance / 

Mr. Larson. Well, I mean it was a matter of going by, and he 
would say, “Hello.” and I would say, “Hello.” And he might say, 
“Like to get in an oil deal? Do you know of any oil deals down in 
Oklahoma ¢” 

Mr. DeWrnp. Well, do you gather Mr. Nathan's place of business 
was the lobby of the Mayflower / 

Mr. Larson. Well, that is the most active place that I ever saw him. 

Mr. DeWinp. I was not facetious about it. 

Mr. Larson. I am not facetious either, Mr. DeWind, honestly. 

Mr. DeEWrnxp. When did you finally feel that you should tell Mr. 
Nathan you didn’t want to talk to him any more ¢ 

Mr. Larson. That was along sometime in the latter part of 1948, 
and I think it was the late summer, maybe early fall. of 1948, and I 
don’t remember exactly. I know I became exasperated with him for 
reasons Which I have stated. It was after that, however, that I heard 
of this name-peddling. And incidentally, that name-peddling has 
been going on up until as recently as a couple of months ago, I am 
sorry to report. Mr. Nathan was using my name, and I asked my 
Compliance people to make an investigation of him, as I have stated, 
and that they did. I had an interest in an oil and gas property that 
I had been interested in for a good many years, down in Oklahoma, 
that Mr. Nathan called me on the telephone and asked me to buy, and 
I told him I wouldn't even consider selling to him, even in spite of 

he fact that it was strictly a wildcat proposition, and anybody par- 
ticipating in the oil business in a modest way, as I have most of my 
adult life, 1 am sorry to say, knows that when you have a wildeat 
proposition and any sucker wants a part of it, you do well to give him 
_ piece of it. And I don’t mean to cast any reflections in what I am 
about to say now, because I had known Lamar Caudle for some time 

the Government, and Mr. Caudle approached me and said, “IT hear 
that you have got a piece of oil property down in Oklahoma.” And 
| said, “How did you know I had it?” And he said, “Frank Nathan 
told me about it, and said that he was trving to buy some of it.” 

He asked me what I thought about it, and I told him that it was 
-trietly a wildeat proposition, but it was big enough that if it hit, it 
would hit big, because of the amount of acreage involved. 
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Later, Mr. Caudle called me on the telephone and said he would 
like to participate, and I sold him 110 acres for $4 an acre, for which 
he paid me. 

We kept it for 1 year, and we paid our rent: ul, and he paid his and 
I paid mine, and his was $110. And about 2 or 3 months ago, I got a 
letter from Mr. Caudle, just about the time the rentals were coming 
up again, and he said that he wanted to cancel his interest in this 
lease, and I assumed that he was doing it because the rentals were due, 
and the well that had been drilled nearby had not proven successful, 
and IT had made up my mind not to pay any more rentals, either. 

Later, in talking on the telephone with Mr. Caudle, I learned that 
he had given up his interest, or he said one reason he gave up his in- 
terest was that Frank Nathan was using his name and my name in 
peddling some kind of an oil deal, or attempting to peddle some kind 
of an oil deal. And I told him that that was unfortunate that Nathan 
had used his name and mine, as had come to my attention and to his, 
and it was one of those things that we just had to be careful about. 

So as late as 2, or a little more, months ago, that same thing was 
going on, and I don’t know how you are going to stop it: and you can’t 
commit murder, in spite of what is in your heart sometimes, 

Mr. DeWinpv. Mr. Caudle did write you a letter at that time, did 
he not ¢ 

Mr. Larson. That is right. 

Mr. DeWrnp. Asking to relinquish his interest ? 

Mr. Larson. That is correct. 

Mr. DeWinp. Mr. Chairman, I have here a copy of a letter ad- 
dressed to Mr. Larson by Mr. Caudle, and Mr. Larson can identify 
it, and perhaps it ought to go in the record here. 

Chairman Kine. If there is no objection, it is so ordered. 

Mr. Larson. This appears to be a copy of the letter which I received. 

Mr. DeWinp. Thank you. 

( The letter referred to is as follows :) 

Aveusr 24, 1951. 
Hon. Jess LARSON, 
(partment 06 K, Wardman Park, 
Washinaton, D.C. 

Dear Mr. Larson: This letter refers to your letter to me of October 28, 1950, 
recognizing my one one-hundredth interest in assignment of oil and gas leases 
on the eleven thousand (11,000) acre tract in Alfalfa County, Okla. 

I would like to have permission from you, if possible, to surrender this interest 
to you inasmuch as title has never vested in me other than the recognition of 
such interest in the letter of October 28, 1950, 

The original letter effecting my title to the small interest is returned herewith, 
and Lam also returning to you the letter of November 15, 1950, advising me that 
it Was necessary to get an extension of the lease for another vear. 

I would appreciate your advising me if the surrender of this interest is satis 
factory. 

With personal good wishes, I am, 

Very sincerely yours, 

Mr. Larson. I have here a letter from you to Mr. Caudle, dated 
May 19, 1951, with regard to an oil well, and may T show it to you, 
and particularly for the purpose of identifying a friend that is re 
ferred to in the first paragraph of the letter / 

(The letter was handed to the witness. ) 

Mr. Larson. Yes, that friend is Mr. Lewis Horowitz, of Oklahoma 
City, Okla., with whom T went to the University of Oklahoma. 
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Mr. DeWinpv. Might this letter go in the record, too? 

Chairman Kine. If there is no objection, it is so ordered, 

Mr. DeWinp. ‘This is a letter, dated May 1%, 1951, addressed to 
Mr. T. Lamar Caudle, and signed by Mr. Larson, and it has no 
letterhead. 

(The letter referred to is as follows :) 

WASHINGTON, D, C., May 19, 1951. 
Mr. T. LAMAR CAUDLE, 
2939 Newark Street, Washington, D.C. 

Dear Mr. Caupte: A friend of mine, in whom | have the utmost confidence to 
carry out his obligations, has approached tue with a proposal to drill a Wilcox 
test well to 7,300 feet in our Alfalfa County tract known as the north block. You 
will reeall that we hold an assignment of 10.000 aeres of leases in this block. 
This test is going to require my transferring to this group 2,000 acres out of this 
north block. 

I am enclosing a letter in duplicate from vou to me. You will note that by 
executing this letter you authorize me to transfer the 2,000 acres out of the north 
block which they will select, and I will convey this interest to the people who 
are going to drill and pay for this test. This 2,000 acres will be checkerboaurded 
and there will be no contiguous tract larger than 520 acres, which means that 
we will keep four leases out of every five now outstanding in this block. 

In view of the conditions surrounding the oil industry and the critical situation 
insofar as pipe and other equipment is concerned, it is imperative that prompt 
action be taken before this deal passes us by. Therefore, Il urge your execution 
of the enclosed and forward to me by the fastest possible means to the Wardman 
ark Hotel, apartment 406-K, Washington 8, LD. C., retaining your copy. 

Very truly yours, 
JESS LARSON, 

Enclosures. 

Mr. DeWinp. Mr. Chairman, Ih: ave acopy of a letter cd: om May 21, 
W51,to Mr. Larson, which purports to be signed or initialed "TL hm Cc 
with a typewritten signature “T. Lamar Caudle:” and I lia a, Mr, 
Larson, if vou could identify this ¢ 

(The letter was handed to the witness. ) 

Mr. Larson. That appears to be the letter which I received in re- 
sponse to the previous letter which I have just identified. 

Mr. DeWrxp. Mr. Chairman, may this letter be inserted in the 
record with the others, in order to complete the record ¢ 

Chairman Kina. If there is no objection, it is so ordered, 

(The letter referred to is as follows:) 

Mr. Jess LARSON, 
Wardman Park Hotel, Apartment j006-K, 
Washington, D.C. 

Dear Mr. Larson: I have received your letter dated May 19, 1951, and here 
with authorize you to consuminate the transaction mentioned in your letter, in 
order that we might have a Wilcox test well drilled in our block. 

Very truly yours, 
7. a & 

Dated May 21, 1951. T. LaMar CaupLe. 

Mr. DeWrnp. Did you ever have occasion to discuss Mr. Nathan 
with Mr. Caudle? 

Mr. Larson. Only as I have indicated. 

Mr. DeWinp. When was that. Mr. Larson ? 

Mr. Larson. About 2 or 3 months ago. What is the date of that 
letter canceling his participation 

Mr. DeWrinp. That is August 24, 1951. 

Mr. Larson. Well, it was about that time. 

Mr. DeWinv. Do you know whether any of the members of your 
staff at War Assets or GSA have known Mr. Nathan at all close ly? 
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Mr. Larson. No; I do not have any knowledge that any of them 
have known him closely. I know that one of the members of my staff 
had dinner at his home in Miami. 

Mr. DeWrnp. Can you identify who that was? 

Mr. Larson. Yes. Mr. Snyder. 

Mr. DeWinpv. Who is Mr. Snyder? 

Mr. Larson. Mr. Snyder is an assistant to me. 

Mr. DeWinp. Could you spell his name ¢ 

Mr. Larson. S-n-y-d-e-r. 

Mr. Byrnes. When was that, do you know ¢ 

Mr. Larson. I think it was about 2 years ago. These newspaper 
boys that came in my office asked me about it, and [asked Mr. Gaiden. 
and he said that he had dinner at his home. 

Mr. DeWinp. Was that the extent of Mr. Snyder's social, out-of- 
the-office contacts with Mr. Nathan ¢ 

Mr. Larson. So faras I know, that is the extent. 

Mr. DeWinp. Did you discuss the matter — Mr. Snyder when 
you discovered he had ‘been visiting with Mr. Nathan 

Mr. Larson. Yes. As I said, that had been some time before. 
Mr. Snyder is one of my assistants who sees members of the public 
who come in, and Mr. } Nathan had come in to see Mr. Snyder a number 
of times. About 3 or 4 or 5 months ago, Mr. Snyder complained to 
me that Mr. Nathan was cakines up a lot of his time, and he was 
coming in sometimes three or four times a week and asking questions 
about where to do this and where to do that, in other agencies of the 
Government other than our agency. And I told Mr. Snyder that he 
was not required to render that Kind of service, and not to see Mr. 
Nathan any more, and to tell him to go peddle his apples somewhere 
else. 

Mr. DeWrnp. At the time that Mr. Snyder accepted this hospitality 
from Mr. Nathan, was Mr. Nathan on the referred list ? 

Mr. Larson. I think so, and I am not sure. I am not sure when 
he accepted this hospitality. I think he told me it was some time back. 

Mr. DeWinp. Well, would Mr. Snyder be familiar with the referred 
list ¢ 

Mr. Larson. In the position that he was, in War Assets, I don't 
think he would have. The referred list was handled through the 
General Counsel’s Office, directly with me. 

Mr. DeWinpb. So Mr. Snyder might have supposed that Mr. Nathan 
was on good terms with the War Assets ? 

Mr. Larson. He could have supposed that, but Mr. Snyder is a 
very intelligent man, and I am certain that Mr. Snyder never per 
mitted Mr. Nathan to have any advantage to which he was not en 
titled. 

Mr. DeWrnp. No. I simply wondered whether he was violating 
any rules of the Administration in having social contact with a man 
on the referred list. 

Mr. Larson. No. He expressed his regret, as a result of things 
that transpired, and Da has sometime since been familiar with m) 
attitude toward Mr. Nathan. 

Mr. DeWrxp. This incident that you referred to in New York. 
when you were trying to get a room at the hotel and Mr. Nathan 
suddenly appeared at your elbow, have you any idea how he kept 
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himself so well informed on your movements? Could he obtain 
that through your office ? 

Mr. Larson. I think it was purely a coincidental matter in that 
case, because he couldn't have known of my movements to New York, 
at least I don’t see how he could have. No, I think that it was just 
coincidental that we were there at the registration desk at the same 
time. Asa matter of fact, he said that. 

Mr. DeWrxp. Do you recall approximately when that took place‘ 

Mr. Larson. I think it was in February of 1950, LT am not sure, 
but I think that that was the month. 

Mr. DeWinp. Have you related to the committee, Mr. Larson, all 
of the oceasions on which you met with Mr. Nathan after the time 
that you put him on the referred list ¢ 

Mr. Larson. To the best of my knowledge, I have. If there were 
iny other oceasions, it was in the same attitude that I have indicated, 
as ohe of reprimand and one of castigation. IL remember distinetly 
the time in the Mayflower lobby when T lost my temper, and I told 
him that I didn’t want him coming around my office any more: that 
he might as well quit wasting his time: that so far as I was concerned, 
it was going to be so difficult for him to do business with the Govern 
ment as long as I had anything to do with it, that he had just better 
quit wasting his time. And my voice was raised so much that I 
called attention to myself there in the lobby. 

Mr. DeWinp. Well, we are to assume that since that time you have 
not seen Mr. Nathan socially either in his home or he at vour home, 
or at any other social occasion except the Mount Sinai TLospital 
matter vou referred to? 

Mr. Larson. That is correct. 

Mr. DeWinp. Was Mr. Nathan in the habit of telephoning you 
frequently about war assets deals, or did he come into the office, or 
how did he da it? 

Mr. Larson. He did both, until the time that T stopped him from 
doing it. After that, he called me at home, as T said awhile ago, 
probably as many as 20 or 25 or maybe 30 times. I doubt that it was 
any more than 30 times that he called me at home. But I refused to 
talk to him about any Government business. As a matter of fact, I 
don't think he attempted to, after that. He called me about trying to 
vet in oil deals. He called me about this 1 deal at least 10 times. 

Mr. DeWinp. When you say “after that,” you mean after you put 
iim on the referred list in 1948? 

Mr. Larson. Yes. Well, I think he finally got on the referred list 
early in 1949. I would say that is about correct; yes. 

Mr. DeWinp. Would it be your experience with Mr. Nathan chat 
any Government Official, certainly any high Government official, 
would be most unwise to associate with him closely ? 

Mr. Larson. Yes; most unwise, Mr. DeWind. I think of my ex- 
perience with him at the Waldorf Hotel. That will show you just 
ow dangerous any kind of an association would be. A man who tried 
'o ingratiate himself as he tried to on that occasion—you just have to 
watch him all the time. 

Mr. DeWiyxp. Would you feel, then, that it would be readily ap- 
parent to anybody of good judgment that a close association with Mr. 
Nathan might bring discredit on the Government department that he 
was connected with ? 
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Mr. Larson. Well, I don’t think I understand your question, Mr. 
DeW ind. 

Mr. DeWinxp. Would anybody connected with a Government de- 
partment with sound judgment, in your opinion, readily realize that 
close association with Mr. Nathan might bring discredit upon the 
Government department 4 

Mr. Larson. I can only relate to you my own reactions, Mr. De- 
Wind, which I have done, I would say that if anybody learned the 
extent to which this man would go in peddling names, he certainly 
ought to be warned after that. 

Mr. DeWinp. That is all, Mr. Chairman. 

Mr. Byrnes. How long did it take you after you first met Mr. 
Nathan to form an opinion about this man? 

Mr. Larson. Well, 1 would say about 6 months or maybe a year, 
Congressman. 

Mr. Byrnes. You determined, did you not, in that length of time, 
that he was a fellow that you did not care to be associated with either 
socially or in a business way ? 

Mr. Larson. Yes. Well, he never did strike me as that kind of a 
fellow, if you want me to speak very frankly. 

Mr. Byrnes. That is what I want. 

Mr. Larson. A year or 6 months was when I began to push him 
away from doing business with the Government, which later led to 
him being put on the referred list. 

Mr. Byrnes. It did not take vou very long to size him up? 

Mr. Larson. As I said to the reporters, and which they printed, 
sometimes I would see this little guy walking down along corridors 
late at night or late in the evening—I always worked late—in a kind 
of a stooped, rolling fashion. He was a whimsical little guy. | 
knew he was just roaming around hoping he would bump into me. 
And, if I looked closely, there was another character that he had 
planted to see if he could speak to me. 

But I hasten to say—I have expressed my deep feeling about this 
matter—I hasten to say that Nathan wasn’t the only operator of that 
kind. He still isn’t the only operator of that kind in Washington. 
It’s just been unfortunate for me that I have been in a position and am 
still in a position where I deal with more people in the public, more 
members of the public, that have things to buy or sell to the Govern- 
ment than anybody ever did in the whole history of the Government, 
I guess. And again I say this is not an appropriate time to make a 
speech about the ethics of American business. 

Mr. Byrnes. When did you first have Mr. Nathan investigated by 
your Compliance Division? 

Mr. Larson. In the latter part of 1948. 

Mr. Byrnes. That was shortly after you met Nathan in the first 
instance ¢ 

Mr. Larson. No; that was a year after I met him, approximately 
a year. 

“Mr. Byrnes. That was when he started to contact your office? 

Mr. Larson. He had been in and out rather infrequently before 
that time. But when you deal with as many of those kind of people 
as I have, you pretty soon recognize them, and you have got to act 
accordingly. If you don’t, they will drive you crazy. 
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Mr. Byrnes. You immediately had an investigation made of his 
background ¢ 

Mr. Larson. In late 1948. That is correct. 

Mr. Byrnes. He was put on what you call the referred list in early 
1949 ¢ 

Mr. Larson. Yes; I think it was in early 1949, after the investiga- 
tion was made. 

Mr. Byrnes. Would you tell me what that really amounts to, being 
put on the referred list ¢ 

Mr. Larson. Well, as I say, there are two lists. There is the black 
list and the referred list. There wasthen. I am talking about War 
Assets. And, incidentally, these are matters that touch very closely 
to the Administrative Services Act, which this Congress passed, that 
had as one of its provisions the protection of the right of people to 
do business with the Government. So I am divulging things here 
that we, in the executive branch, have to devise to come within the 
Administrative Services Act. The referred list is one of those pro- 
cedures. I mean it doesn’t disbar a man from doing business in the 
Government like the black list. A man in the black list who had 
defaulted on his contract with the Government—he can be put on the 
black list and has to go through certain processes before he can be 
put on. But the referred list is a list which in one form or another 
any Government agency which operates a lot with the Government 
has to have, just like a credit association, in business. And the re- 
ferred list calls for every deal. transaction, in which that name would 
show up—it immediately has to go to the general counsel's office, and 
the general counsel has to take it up with the Administrator and the 
head of Compliance. And the whole deal was looked at and inves- 
tigated to determine whether or not it was regular. 

‘Mr. Byrnes. In other words, you did put your agency on notice as 
far as dealings with Mr. Nathan were concerned, by putting his name 
on this referred list ? 

Mr. Larson. That is correct. 

Mr. Byrnes. You referred in your testimony before to the possi- 
bility that Mr. Nathan engaged in transactions which might be subject 
to civil liabilities. 

Mr. Larson. Well, it wouldn’t be Mr. Nathan. I think it would be 
the principals of the contract. If there were undisclosed principals 
in either of these two cases, there is a clause in the contract whereby 
the Government could proceed, and at my direction, my general 
counsel is right now looking into that matter. 

Mr. Byrnes. That is what I was going to ask. Who is in charge 
of the enforcement ? 

Mr. Larson. It would be a matter for the Justice Department. We 
would refer to the Justice Department. 

Mr. Byrnes. And you initiate the action ? 

Mr. Larson. We initiate the action that refers it to the Justice 
Department. That is right. 

Mr. Byrnes. And these particular items are now in the process of 
investigation by vour agency for the purpose of making determi- 
nation—— 

Mr. Larson. Well, our investigation has been turned over to the 
Senate Investigations Committee, of these two transactions. The 
question under the contract, as to whether or not there was an undis- 





1368 INTERNAL REVENUE INVESTIGATION 








closed principal here, is the matter which is under consideration in 
my general counsel's oflice. 

Mr. Byrnes. That is what I mean. You have that under investi- 
gation now? 

Mr. Larson. That is right. And if he so rules that it was an undis- 
closed principal, that matter will be referred to the Department of 
Justice and further action will be taken, I am certain, 

Mr. Byrnes. You testified before that Mr. Caudle called you about 
some particular oil deal and advised you that Mr. Nathan was either 
trying to buy or sell some oil transactions. Do you remember whit 
the first one of those occasions was, if there was more than one? 

Mr. Larson. No. I think we only had one telephone conversation 
about it, and then I think we talked about it in person when we were 
both together over at Duquesne University. He was there on the 
oceasion which I have referred to. which Mr. DeWind has referred to. 

Mr. Byrnes. Was that in 1947? 

Mr. Larson. No, 1950. 

Mr. Byrnes. At that time he disclosed to you, did he not, that Mr. 
Nathan was also involved in this transaction in some way ? 

Mr. Larson. No. IT asked him how he found out I had it, and he 
told me over the telephone, “Nathan told me.” 

Mr. Byrnes. Was this the first time that you knew that Mr. Caudle 
was acquainted with Mr. Nathan? 

Mr. Larson. No. 

Mr. Byrnes. When was the first time? 

Mr. Larson. One time before that. Mr. Caudle told me that he 
knew Frank Nathan. I don’t remember what the circumstances were. 
but I know that I knew before the time vou referred to that he knew 
Frank Nathan. 

Mr. Byrnes. Well, when you first had a conversation with Mr. 
Caudle where Mr. Nathan’s name came up, how long ago would 
that be? 

Mr. Larson. Probably a year anda half. A year and a half, maybe 
2 vears. 

Mr. Byrnes. At that time did you tell Mr. Caudle what you thought 
about Mr. Nathan? 

Mr. Larson. No. The occasion wasn’t appropriate for that. I 
mean, it was just in casual conversation. T haven't seen Mr. Caudle 
many times in my life. I suppose I have only talked to Lamar Caudle 
maybe a dozen times in my life. You run into him around town. 
He would run into me. I think the first time—well, I don’t remember 
when the first time that Mr. Caudle and I ever mentioned Nathan or 
when I became aware of the fact that he knew Nathan. 

Mr. Byrnes. You never did at any time tell Mr. Caudle what you 
thought about Mr. Nathan and suggested he might be a person you 
should not get too close to? 

Mr. Larson. Not until the occasion that I have referred to, when 
he ceased his participation in this oil and gas venture that we had 
jointly. 

Mr. Byrnes. That was 2 or 3 months ago, something like that ? 

Mr. Larson. Yes, whatever it was. I think August. 

Mr. Byrnes. When you started your appearance here this evening, 
you naturally criticized the use of hearsay testimony. 

Mr. Larson. No, I didn’t criticize it, Congressman. I said it was 
unfortunate. 
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Mr. Byrnes. You were not in any way criticizing the committee 
for receiving the testimony it did receive this afternoon, even though 
it was quite spectacular and did involve your name / 

Mr. | iro No. Of course, personally it might have been better 
for me if I had an opportunity to testify before the committee in a 
preliminary way, but that is another problem. I have, and I say it 
from the bottom of my heart, and I don’t want to indulge in any 
hokum—I have the greatest respect for congressional committees. 
I have appeared before them, I think, as much as anybody in the 
Government, and I have worked with them, and I know what you 
boys are up against, and I know that you are doing a job that has 
to be done for America. And I hope I am doing a job that has to be 
done for America, and I hope that those of us in public life will receive, 
as a result of this, some inspiration, some confidence, something that 
will pay us more than the pitiful salary that we get, when we face 
these periods of defamation and of questioning by the general public 
and smears in the newspapers and that sort of thing. I mean, you 
can’t expect, gentlemen, men to hold responsible positions unless you 
join with them and protect us from something like that. For God’s 
sake, let’s do that. 

Mr. Byrnes. What I am driving at was: You were not trying to 
suggest that the committee should screen the testimony it receives 
in an investigation of this kind. 

Mr. Larson. No, nor do | think the committee is, nor do I suspect 
that it is, lifting anything out of context. That is the very reason 
[ wanted to appear here and tell the whole story and subject myself 
to any questioning you had; because 1 don’t want to have anything 
left hanging in the air. 

Mr. Byrnes. I think that was why the committee was perfectly 
willing to accept your request to appear, 

Mr. Larson. ‘Tliank you. 

Mr. Krogu. I just want to make this one observation. And I have 
been giving much thought to the committee’s inquiry. 1 think there 
should be a screening of the quality of the witness and his testimony, 
or else the public must be kept continually apprised of the fact that a 
committee of inquiry is entitled to receive hearsay evidence. But the 
one must go with the other. They should not stand separately. 

Mr. Byrnes. I think our chairman did suggest in his statement 
today that the public must be conscious of the fact that a lot of the 
testimony that we have to take is by necessity hearsay testimony and 
should be judged accordingly. 

Mr. Krogu. Unfortunately, as many scholarly writers have written, 
the publie is not as keenly aware of the difference between that type of 
evidence and the conviction by a jury of one’s peers. 

Mr. Byrnes. It is not my purpose to get into a discussion with the 
gentleman from New York. I just wanted to have Mr. Larson's posi- 
tion, that he wasn’t suggesting that the committee screen or sift out 
only the testimony that it thought it might be advisable to receive. 

Mr. Larson. I hope I made that clear. 

Mr. Byrnes. Yes; you did, sir. 

Chairman Kine. Mr. Larson, I think that inasmuch as you men- 
tioned it and counsel did not explore it further, you should state, as 
best you can, the purposes of the rather large number of telephone 
calls that you state Mr. Nathan made to your office. Just give us an 
example or two. 
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Mr. Larson. Of course, all of the telephone calls, probably—I don’t 
know—I would say Mr. Nathan probably called me in my oflice— 
and this is a guess, but 1 would say maybe 30 times. Of the 30 times, 
I perhaps took 20 of those calls. After I cut him off, I didn’t take any. 
Of the 30 calls that he made to my house, I imagine that he made 
probably half that many more that L didn’t take. I will tell you a 
technique. I mean, I don’t want to prolong this thing, but we might 
as well get this thing out in the open. Nathan’s the kind of fellow 
that when you come in your oflice you have to put your telephone 
under the desk. If you don’t, he will pick it up and call somebody and 
say he is calling from your office. He is the kind of a fellow that will 
eall you at home. And I have a deep sense of responsibility, and 
again, | don’t want to be corny, but any man in public oflice—I mean, 
I have an open-door policy. ‘That is the reason I have to work half 
the night. It is becanse people come in, and most of them come up 
and worry you boys first, and then we get them down there—as we 
should. I am not criticizing that either, because that is a part of the 
system. But they call you up on the telephone, and then right quick 
put somebody else on, you know. And you have to hang up quickly; 
because you never know. 

When that practice happened, I didn’t take any more calls from 
him. I don’t remember that he pulled the telephone technique in my 
office, but it was that type. 

Mr. DeWtnp. Let me ask: When did you finally cut Nathan off 
from any calls to your office? 

Mr. Larson. To me personally ? 

Mr. DeWrnp. Yes. 

Mr. Larson. I would say T haven't taken a eall personally from 
Frank Nathan in my office for 5 or 6 months. 

Mr. DeWrnp. I gather so far as the calls at your home are con- 
cerned, vou have a listed number, and you couldn't stop the calls from 
coming in? 

Mr. Larson. No. I live at a hotel, and my calls come through the 
switchboard. T always answer my phone. I don’t cut it off any. 

Mr. DeWinp. That is all, Mr. Chairman. 

Chairman Kine. You may be excused, Mr. Larson. 

Mr. Larson. I thank vou very much, Mr. Chairman, and gentlemen 
of the committee, for giving me this opportunity to make my state- 
ment. 

Chairman Kine. Mr. Nathan, will vou come forward, please? Will 
you be sworn? Do you solemnly swear that the testimony you will 
give will be the truth, the whole truth, and nothing but the truth, so 
help you God ? 

Mr. Narnan. I do. 

Chairman Krne. Be seated, Mr. Nathan. 


TESTIMONY OF FRANK NATHAN, ACCOMPANIED BY HIS 
COUNSEL, LORING BLACK 


Mr. DeWrnp. Mr. Nathan, will you please state your full name for 
the record ¢ 

Mr. Narnan. Frank Nathan. 

Mr. DeWtnp. Do you ever use or go by any other name, Mr. Nathan? 

Mr. Narnan. My Jewish name, Froy Nathan. 
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Mr. DeWrnp. Is that F-r-o-y ? 

Mr. Natuan. Yes, sir. 

Mr. DeWinv. Would you please identify your counsel here? 

Mr. Natuan. Mr. Loring Black. 

Mr. DeWrnp. Mr. Black, you are appearmg as Mr. Nathan’s 
counsel ¢ 

Mr. Brack. [ am. 

Mr. DeWinpb. Mr. Nathan, where is your residence ? 

Mr. NatHan. 427 West Forty-fifth Street, Miami Beach, Fla. 

Mr. DeWrnp. How long have you lived in Miami Beach ¢ 

Mr. Natruan. About 5 years. 

Mr. DeWinp. Prior to that time, where did you maintain your 
home ¢ 

Mr. Naruan. Pittsburgh, Pa. 

Mr. DeWrwp. Is Pittsburgh no longer your home ? 

Mr. Naruan. No, sir. 

Mr. DeWinp. Is your residence and domicile in the State of 
Florida ? 

Mr. Naruan. Beg pardon? 

Mr. DeWinp. Is your only residence and domicile in the State of 
Florida ¢ 

Mr. NatHan. My only residence is in Miami Beach, Fla. 

Mr. DeWinp. Do you vote in Florida? 

Mr. Narnuan. Yes, sir. 

Mr. DeWinxv. What is your business, Mr. Nathan? 

Mr. Naruan. Well, | try to make oil deals, and I have got a lumber 
yard down in Atlanta, Ga., the Nathan Booth Co. 

Mr. DeWinp. What was that last ¢ 

Mr. Naruan. The Nathan Booth Co. 

Mr. DeWinp. Do you have any other business interests ? 

Mr. Natuan. Not at the present. 

Mr. DeWrxpv. Do you maintain any office anywhere ? 

Mr. Naruan. No, sir. 

Mr. DeWixv. How much of your time in the past 4 years have you 
spent in Washington, would you estimate / 

Mr. Naruan. I couldn't say. 

Mr. DeWixpv. Half vour time? 

Mr. Naruan. Probably. 

Mr. DeWinv. More than half your time? 

Mr. Naruan. I wouldn't know. 

Mr. DeWinp. Well, now, when you are in Washington, where do 
you spend your time ¢ 

Mr. Naruan. At the Mayflower Hotel. 

Mr. DeWinp. Do you maintain a room there all the time? 

Mr. Naruan. No, sir. 

Mr. DeWinp. Do you have any office in Washington ? 

Mr. Naruan. No, sir. 

Mr. DeWinv. Well, where do you conduct your business ¢ 

Mr. Narnan. What do you mean / 

Mr. DeWinv. Well, how do you conduct your business? You have 
no office. Do you conduct it from your hotel room ¢ 

Mr. Narnan. I doa lot of telephoning from my hotel room; yes, sir. 

Chairman Krne. Pull your chair up, Mr. Nathan, and make your- 
self comfortable. 
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Mr. DeWinp. Well, what business transactions have brought you 
to Washington so much of your time ¢ 

Mr. Narnan. Just trying to find different deals. 

Mr. DeWinv. How do you go about finding a deal 

Mr. Naruan. Well, when they were selling stuff in War Assets, 
I was trying to find out deals around there and contact people that 
could handle them, and I would tell them about it, and some of them 
would buy them. 

Mr. DeWinp. Well, just how do you go about that? How do you 
go about finding a War Assets deal ¢ 

Mr. Naruan. I went down around the building there and got hold 
of brochures and seen advertisements in the newspapers. 

Mr. DeWinp. And how do you go about finding people who might 
be interested ¢ 

Mr. Naruan. I know of different people that handle merchandise. 

Mr. DeWinpv. How do you meet these people / 

Mr. Naruan. Just through contacts, through running into them, 
knowing them for years, different people. 

Mr. DeWinp. Well, are the people vou do business with people you 
have known for years ¢ 

Mr. NATHAN. Some; some not. Some I just met. Some not long 
ago. 

Mr. DeWinp. Just how do you meet these people ? 

Mr. Naruan. I go all over the country. I meet quite a number 
of people everywhere I go. 

Mr. DeWinpb. You just travel around the country meeting people? 

Mr. Naruan. Oh, lots of them. 

Mr. DeWtnp. Do you spend a lot of time in New York? 

Mr. Naruan. A little bit. 

Mr. DeWinv. Where do you stay when you go there / 

Mr. Naruan. Waldorf. 

Mr. DeWinp. You stay in the Mayflower here all the time? 

Mr. Naruan. Most of the time: ves. 

Mr. DeWinp. Where else do you spend substantial amounts of time? 

Mr. Naruan. I have been all over the country. 

Mr. DeWinp. Well, is there any place where you spend a good deal 
of time ¢ 

Mr. Naruan. No; mostly here and in New York. 

Mr. DeWinp. How much time do you spend in Miami? 

Mr. Naruan. When I go home on week ends, and one thing and 
another, I stay home. 

Mr. DeWinp. Do T understand this: You spend a few days in the 
week here, and then a day or two in New York, and then down to 
Miami for the week end? Is that about how your time is devoted ? 

Mr. Naruan. Sometimes, yes. 

Mr. DeWinp. When did you first meet Mr. Candle? 

Mr. Naruan. Oh, I don’t know: 2 or 3 years ago, I guess. 

Mr. DeWinp. How did you meet him? 

Mr. Naruan. T was home one evening, and T had a telephone 
from a fellow I had knowed, from up here, who says they were down 
there on a boat; would I like to come over / 

Mr. DeWinv. Who was the fellow that you knew up here? 

Mr. Narian. I believe it was Mr. Harry Payne. 
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Mr. DeWrnp. Mr. Payne called you and said, “Would you like to 
come over to the boat ¢” 

Mr. Natuan. Yes. 

Mr. DeWinpv. So you went over to the boat, and there you met 
Mr. Caudle? 

Mr. Natuan. I met some other men there, too. 

Mr. DeWinp. Well, who else did you meet there? 

Mr. Natuan. Oh, I don’t know. There was six or seven of them, 
I guess. 

Mr. DeWrnp. Can you remember who they were ? 

Mr. Naruan. I think one was Mr. Turner Smith. I don’t remem- 
ber the other ones. 

Mr. DeWtinp. You don’t remember any of the others? 

Mr. Naruan. I vaguely remember some. I am not sure; I wouldn't 
say. 

Mr. DeWixp. Who is Mr. Harry Payne? 

Mr. Naruan. He is in the coke business. 

Mr. DeWinp. In the what business / 

Mr. Naruan. Coke. 

Mr. DeWinp. C-o-k-e? 

Mr. Natnan. Yes, coal and coke. Coke. He manufactures coke. 

Mr. DeWrtxp. Does he own a coke plant, a coke-manufacturing 
plant ? 

Mr. Natuan. So he told me. 

Mr. DeWinpv. Where is that? 

Mr. Naruan. Up near Uniontown somewhere. 

Mr. DeWinp. Well, after that first meeting with Mr. Caudle, did 
you see him frequently after that ¢ 

Mr. Naruan. Not right away. When I came to Washington, I 
called him. 

Mr. DeWrinxv. Why did you call Mr. Caudle when you came to 
Washington ¢ 

Mr. Natuan. Just as a friend. 

Mr. DeWinp. Just as a friend / 

Mr. Naruan. That is all. 

Mr. DeWinpv. Well, all you had done was just meet him with a fish- 
ing party? 

Mr. Naruan. The first time; yes. 

Mr. DeWrnp. And then you undertook to call him the next time you 
came up to Washington ? 

Mr. Narnan. I took him to the airport the next morning. I took 
them all to the airport in my car, when they were leaving. 

Mr. DeWrnpv. And following that, vou felt that the next time you 
came to Washington you ought to call Mr. Caudle? 

Mr. Natruan. He says give him a call, so I gave him a call when I 
came to Washington. 

Mr. DeWrnp. Mr. Caudle told you to give him a call? 

Mr. Naruan. We were talking over at the airport, and he says, 
“Give me a call sometime,” and I called him. 

Mr. DeWinp. What did you call him about ? 

Mr. NaruHan. Nothing particular. 

Mr. DeWinp. Just to be friendly ? 

Mr. Narnan. That is all. 
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Mr. Byrnes. Could I interject here? 

How long have you known Mr. Payne? 

Mr. Naruan. 1 probably met him around here in Washington 
maybe a vear before that. I don’t know how long. 

Mr. Byrnes. Did you have frequent contacts with him? 

Mr. Naruan. He was trying to get me some pipe different times 
from the steel mills, water pipe and things. © But it didn’t come 
through. 

Mr. Byrnes. Was he a close friend of yours? 

Mr. Naruan. A good friend, | imagine. We never had any difli- 
culties of any kind. We never did no business. 

Mr. Byrnes. But you had only known him about a year before this / 

Mr. Narnan. About a vear. 

Mr. Byrnes. Had you seen him very often in that period of a year / 

Mr. Natian. I had seen him quite a few times around the hotel, 
yes. He came up. 

Mr. Byrnes. You mean in the Mayflower ?é 

Mr. Naruan. Yes. 

Mr. Byrnes. How many times would you say, in the course of 
that year? 

Mr. Natruan. IT wouldn’t know how many times. 

Mr. Byrnes. He was trying to get some pipe for you, you say? 

Mr. Naruan. He was supposed to get me some water pipe. 

Mr. Byxnes That is the only business dealings you had with him? 

Mr. Naruan. That is all. 

Mr. Byrnes. Did he ever stay in your home in Miami? 

Mr. Narnan. He has never stayed in my home. He has been there, 
but he never stayed there. 

Mr. DeWinp. Well, Mr. Nathan, tell the committee what busi- 
nesses you have engaged in. In the last 20 years, what businesses 
have you engaged in? 

Mr. Naruan. In the last 20 years? I have been in all kinds of 
businesses. 

Mr. DeWinp. Well, can you say what they were ¢ 

Mr. Naruan. Well, I was in the produce business. I was in the 
scrap iron business. I was in the manganese business. And I sold 
some jewelry. Then I was trying to get some War Assets deals 
around here, when they started selling. I was in the jobbing business 
(different times trying to sell merchandise. ‘Then L was trying to get 
some of these War Assets deals around here. 

Mr. DeWinp. Well, when did you come to Washington to start 
to get into War Assets deals? 

Mr. Narnan. Oh, T don’t know. About “47, I guess, somewhere 
around there. I don’t know; °46 or °47. 

Mr. DeWrnp. At that time how much were you worth? 

Mr. Naruan. Beg pardon? 

Mr. DeWinv. How much were you worth in 1947, when you came 
to Washington to start the War Assets deals / 

Mr. Naruan. I wasn't in too good a shape. 

Mr. DeWinv. Well, how much did you have ¢ 

Mr. Naruan. I don’t remember. 

Mr. DeWrnp. Well, did you have any debts at that time? 

Mr. Naruan. I really don’t remember. 
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Mr. DeWinp. What assets did you have at that time? Let’s see, 
1947, you had just given up your home in Pittsburgh; is that right ¢ 

Mr, Narman. About then, yes. 

Mr. DeWrnp. All right. What assets did you have at that time? 

Mr. Natrnan. None that I know of. 

Mr. DeWrnp. None that you know of ¢ 

Mr. Narnan. No. 

Mr. DeWunp. Well, did you own any securities ¢ 

Mr. Narnan. No, sir. 

Mr. DeWrnp. Did you have any cash, to speak of ¢ 

Mr. Naruan. No, sit. 

Mr. DeWinp. Did you have a bank account / 

Mr. Naruan. I don’t think so. 

Mr. DeWinp. Did you own a house ¢ 

Mr. Naruan. My wife owned it and sold it before we moved to 
Florida. And I used the money. 

Mr. DeWinp. You had already spent the money ¢ 

Mr. Naruan. Yes. 

Mr. DeWinv. What did you spend it on ¢ 

Mr. Naruan. Playing the horses. 

Mr. DeWinp. Well, did you have any other assets ¢ 

Mr. Naruan. No, sir. 

Mr. DeWinv. Did you have any debis¢ 

Mr. Natuan. Probably, some; yes. 

Mr. DeWinp. Probably ¢ 

Mr. Naruan. Yes. 

Mr. DeWixp. Did you owe any large amounts of money ‘ 

Mr. a I don’t remember at that time. 

Mr. DeWrnp. ‘Then I gather from what you say you weren’t worth 
anything oo you came to Washington and had some debts besides ? 

Mr. Nariay, Probably. 

Mr. DeWrnp. You say “probably.” That is definite, isn’t it? 

Mr. Naruan. I don't remember. Iam pretty sure it was that way, 
but [ am not positive. 

Mr. DeWinvo. Why aren’t you completely sure? Did you own 
anything ¢ 

Mr. Naruan. I don’t remember. Iam pretty sure I wasn’t in good 
shape at all. 

Mr. DeWinp. Well, did you own an automobile ¢ 

Mr. Naruan. Beg pardon ¢ 

Mr. DeWinp. Did you own an automobile / 

Mr. Narnan. I believe one of the family might have owned an old 
automobile then, yes. 

Mr. DeWrnv. An old automobile? 

Mr. Natuan. An old one, yes. Lam not sure what kind it was. 

Mr. DeWinpv. But you didn’t own any stocks or bonds? 

Mr. Naruan. No,sir. 

Mr. DeWinp. Had no bank account ? 

Mr. Naruan. No, sir. 

Mr. DeWtnp. Didn't own a house ? 

Mr. Naruan. No, sir. 

Mr. DeWinp. Didn't own a house ? 

Mr. Naruan. Not at that time, no. 

Mr. DeWinv. Did you own any mortgages / 

Mr. Naruan. No. 
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Mr. DeWinp. Any real estate? 

Mr. Naruan. No. 

Mr. DeWrnp. Well, then, you didn’t own anything that amounted 
to any value? 

Mr. Naruan. That’s right. 

Mr. DeWinv. Well, then, you didn’t have any money to invest in 
any War Assets deals? 

Mr. Naruan. I knew a lot of people who did have money. 

Mr. DeWrnp. But you didn’t have any personal money to invest / 

Mr. Narnan. Personally, no. 

Mr. DeWtxpv. Did you know anything about these War Assets 
properties, war surplus properties, that were available ¢ 

Mr. Naruan. I don’t know what you mean by that. 

Mr. DeWrnp. Did you know anything about them? Did you have 
any expert knowledge concerning 

Mr. Narnan. Expert knowledge, no. 

Mr. DeWinpv. Well, could you tell what looked like a good deal 
from a bad deal? 

Mr. Naruan. I would call different people about deals, and they 
would know, and they would go ahead and estimate them and see 
whether they were worth anything or not. 

Mr. DeWtixp. How did you decide what deals you would tell people 
about ¢ 

Mr. Naruan. I would tell them about a lot of deals, not any par- 
ticular one. 

Mr. DeWinp. Now, isn’t it true that the War Assets Administra- 
tion would prepare lists of properties that were available? 

Mr. Naruwan. Beg pardon ? 

Mr. DeWinp. Didn't the War Assets Administration distribute lists 
of available properties that they wanted to dispose of ? 

Mr. Naruan. They sure did. 

Mr. DeWinp. Those were freely available to anybody ? 

Mr. Natwan. Yes. 

Mr. DeWinv. Did you ever get on a mailing list from the War 
Assets? 

Mr. Naruan. No, sir; I was around here most of the time trying 
to find deals. 

Mr. DeWrnp. But you never asked them to give you the lists of 
available properties ¢ 

Mr. Naruan. No, sir. 

Mr. DeWinp. Well, just what did you offer to people that you 
wanted to interest in deals? 

Mr. Naruan. I would find out what deals they had just put on the 
list and different things like that and call up friends of mine that | 
knowed and tell them about them, and they would go ahead and find 
out what they were worth and try to buy them. 

Mr. DeWinp. Well, you didn’t do anything more than they could 
a get from writing to War Assets and saying, “Please send us your 
ist”? 

Mr. Naruan. No; I didn’t do that at all. 

Mr. DeWinp. But you did no more than that for any of these 
people you spoke to? 

Mr. Naruan. I would tell them about different deals; yes. 
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Mr. DeWinv. I know, but any of these people that you told about 
different deals: they could simply have written, could they not—— 

Mr. Natuan. I don’t know—— 

Mr. DeWinpb. Just a minute. ‘They could have just written to the 
War Assets Administration and asked to be put on the mailing list, 
and they would have received all the information you could give 
them; is that right ? 

Mr. Naruan. I don’t know, 

Mr. DeWrnp. Weill, isn’t it a fact that you didn’t get any special 
information ¢ 

Mr. Naruan. No: I didn’t get anv special information. I Jaid 
around there and tried to find deals, though. 

Mr. DeWinv. All the information you could get was in a brochure 
put out by the War Assets Administration ¢ 

Mr. Natuan. | would get down around there and talk to the dif- 
ferent people and find out what was available and what was on a list, 
and things like that, and I would call my friends, and they would go 
out and look at some of them. 

Mr. DeWinp. Well, now, who were the people you would talk to 
in the War Assets Administration ¢ 

Mr. Natuan. Different people around there. I didn’t know their 
names. I walked through the buildings. 

Mr. DeWinb. How did you decide when you walked into the build- 


ing ¢ 

Mr. NatrHan. I went tothe public information. There was a little 
booth right there, first. Then I would ask them about different deals 
1 saw in the papers or in the brochure, and they would tell me who to 
go and see. 

Mr. DeWrnp. Now, when you came away with these brochures that 
the public information people would give you, then you would go 
and talk to your friends about the deals ¢ 

Mr. Narnan. I would call them up. 

Mr. DeW np. Well, how did you make these calls? 

Mr. Narnan. By telephone. 

Mr. DeWinv. How did you pay for them ¢ 

Mr. Naruan. Beg pardon ¢ 

Mr. DeWinv. How did you pay for them ? 

Mr. Natuan. I was borrowing a little money here and there to keep 
going until I got started. 

Mr. DeWrxp. Did you stay at the Mayflower then ? 

Mr. Narnan. First I staved at the Statler. Then I move over 
to the Mayflower. 

Mr. DeWixp. You stayed at the Statler? 

Mr. Natuan. A little while: yes. 

Mr. DeWinp. How much did it cost you a day to stay at the Statler? 

Mr. Narnan. Oh, I guess 89 or $10. T don’t know. Whatever they 
charged. 

Mr. DeWinp. What other expenses did you have? Did you enter- 
tertain at your hotel room ? 

Mr. Naruan. No. 

Mr. DeWinp. Well, what were your expenses? $15 or $20 a day? 

Mr. Naruan. Probably around that, T guess. 

Mr. DeWrnp. Plus your telephone calls? 
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Mr. Naruan. Whatever it would be. I don’t know how much it 
was. 

Mr. DeWinp. Well, how did you finance? 

Mr. Natuan. I borrowed some money from different fellows and 
kept going. 

Mr. DeWinv. Whom did you borrow from? 

Mr. Narnan. Beg pardon? 

Mr. DeWixp. Whom did you borrow from ? 

Mr. Naruan. Different fellows, a lot I know. I know a lot of 
different people around the country. 

Mr. DeW rnp. Well, how much did you borrow ? 

Mr. Natuan. Whatever I needed to get started. 

Mr. DeWrxp. You had no trouble at all with that? 

Mr. Naruan. Sometimes I had trouble. Sometimes I had to go 
for a little while. 

Mr. DeWrnp. Well, how much did you need every week that you 
were here? 

Mr. Naruan. I don’t remember. I really don’t. 

Mr. DeWinp. Well, did you travel around the country much then? 

Mr. Naruan. I was fooling around then playing the horses a little. 

Mr. DeWinp. What were you playing the horses with ¢ 

Mr. Naruan. What do you mean, with? I borrowed money and 
played the horses. What is wrong about that ¢ 

Mr. DeWrnp. IT am just amazed how easily you could borrow money. 

Mr. Byrnes. How long were you here before you closed your first 
deal? 

Mr. Naruan. Well, I was around here a lot. I was usually going to 
the race track, most every day, them days, anyhow. 

Mr. Byrnes. Were you making money on that operation ? 

Mr. Naruan. Well, I wasn’t making much. I wasn’t losing any. 

Mr. Byrnes. You weren't losing ¢ 

Mr. Naruan. I was probably a little ahead, a little lucky, not too 
good, 

Mr. Byrnes. When you first started to engage in this so-called War 
Assets operation, how long was it before you hit on something that 
produced some income for you ? 

Mr. Naruan. I believe I told the fellow about a deal in Canons- 
burg, Pa., and I made $5,000 on it from him. 

Mr. Byrnes. By just telling him about a deal? 

Mr. Naruan. Some serap, and he bid on it in open bidding, and 
he got the deal. I told him about it, and he made some money on it, 
and he gave me $5,000 out of it. 

Mr. Byrnes. Was there an arrangement with him before you gave 
him the information, as to how much he was going to pay you? 

Mr. Naruan. No. He said he would take care of me on that deal, 
and he did. 

Mr. Byrnes. Was that the way you handled all of your transac- 
tions, on a friendship basis, that if they made something they would 
take care of you? 

Mr. Naruan. That’s right. 

Mr. Byrnes. When did this deal that you made the $5,000 on take 
place? 

Mr. Naruan. I don’t remember. I filed income tax for it. so I 
know I made it. 
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Mr. Byrnes. How long had you been here? 

Mr. Naruan. I really don’t remember. 

Mr. Byrnes. You do not remember how long you had to live around 
here on borrowed money 4 

Mr. Naru an. Well, I was playing the horses and doing a little fair, 
then, not too good, but making a little expense money, winning a little 
here and there. Tused to goto the race track quite often. 

Mr. Byrnes. Did you go to the race track alone ¢ 

Mr. Naruan. Yes, mostly. 

Mr. DeWinxp. Now, just what vear was it that vou made this first 
s5,000 deal ¢ 

Mr. Naruan. It might have been in 1947 or 1948. IT don’t remember 
which. 

Mr. DeWinp. It was not in 1949? 

Mr. Naruan. I don't think so. Lam pretty sure it wasn’t. It might 
have been. I don't know. I don’t remember. Iam pretty sure it was 
in 1947 or 1948. 

Mr. DeWinpv. Now, you say that you came down to Washington in 
146 or 19472 is that right ¢ 

Mr. Naruan. Around that time: ves. 

Mr. DeWrtxpv. And the only deal that vou closed until 1948 was one 
that produced $5,000; is that right ¢ 

Mr. Narnan. Yes, sir. 

Mr. DeWinv. Now, did you over that period come out ahead at the 
race track ¢ 

Mr. Narnan. I might have. I don’t remember. 

Mr. DeWinp. Are you telling this committee that for a period of 2 
or 3 vears you made a living at the race track ¢ 

Mr, Naruan. I didn’t make a living at it? T lost a lot of times, 
too. 

Mr. DeWrnp. Well, did you win more than you lost ? 

Mr. Naruan. Lately I did. A whole lot more. 

Mr. DeWrnp. Did you win more than you lost in those years? 

Mr. Narnan. I lost more than I won. Lately? 

Mr. DeWrnp. No, no. In 1946, 1947, and 1948, did you win more 
than you lost? 

Mr. Naruan. I don’t really remember. I don't. 

Mr. O'Brien. What race track did you go to? 

Mr. Naruan. Gut here in Maryland. 

Mr. O’Brren. Which one? 

Mr. Naruan. I went to all of them. 

Mr. DeWrnp. Well, did you report your race track winnings on 
your income tax returns? 

Mr. Natruan. I don’t think I came out that much ahead at the end 
of the year, to report them. 

Mr. DeWrnp. You didn’t make any money from business deals, 
and you didn’t make enough at the race track to report ¢ 

Mr. Naruan. I got in debt. I probably was in debt then. 

Mr. DeWrnp. All this time you were living at the Statler or the 
Mayflower and traveling around the country ¢ 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. Now, just who staked you to that? 

Mr. Narnan. I was borrowing the money. 
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Mr. DeWinv. Well, it would seem to me from what you say that if 
you were doing any extensive telephone calling and traveling and liy 
ing at the Statler, vou must have been spending at the very least tw: 
or three hundred dollars a week. 

Mr. Naruan. I could have been. 

Mr. DeWrnp. Just how did you go about borrowing two or three 
hundred dollars a week? 

Mr. Naruan. I had a lot of friends I could borrow from. 

Mr. DeWinp. Well, I would say that must have been at least $15,000 
# year or more. How did you borrow that much money? 

Mr. Naruan. If I needed it, [ asked for it and probably got it. 

Mr. DeWinp. Who were these people that you borrowed from? 

Mr. Naruan. Lots of different people. 

Mr. DeWinp. Well, start naming them. 

Mr. Narnan. There are so many I can’t name them. 

Mr. DeWrnp. Well, name some of them. 

Mr. Naruan. I borrowed from my brother and from other people. 

Mr. DeWinxp. You go ahead and tell us some more of the people 
you borrowed from. 

Mr. Naruan. I borrowed from different fellows at different times 
I don’t remember exactly when. 

Mr. DeWrnpv. Did you ever repay them? 

Mr. Naruan. Sure. I paid lots of them. When I got it, I paid 
them. 

Mr. DeWrnp. Did you maintain a bank account during this time’ 

Mr. Naruan. I don’t believe so. 

Mr. DeWinp. Then you borrowed all this money in cash, did you? 

Mr. Naruan. Different times, yes. Some fellows would wire me 
some. I would borrow some around, borrow some in Florida, borrew 
some anywhere. 

Mr. DeWtxp. You say you borrowed some in Florida? 

Mr. Naruan. Probably I did. 

Mr. DeWtnp. Who did you know in Florida that would lend yor 
money ¢ 

Mr. Naruan. A lot of fellows that fool around with horses. 

Mr. DeWrnp. What sort of fellows? You mean bookies? 

Mr. Naruan. Some bookies. 

Mr. DeW1np. Bookies were lending you money ? 

Mr. Naruan. Some of them would. Some fellows that bet on 
horses would lend me some. 

Mr. DeWrnp. Did you make out your own income tax returns? 

Mr. Natuan. No, sir. 

Mr. DeWinpv. Who made out your tax returns? 

Mr. Naruan. A friend of mine in Pittsburgh, a certified public 
accountant. 

Mr. DeWrnp. Was that Mr. Strohl? 

Mr. Natruan. Yes, sir. 

Mr. DeWrnp. Philip Strohl? 

Mr. Natnan. Yes, sir. 

Mr. DeWinp. Have you obtained for the committee, as you were 
requested to do, all your records and tax returns from Mr. Strohl? 

Mr. Naruan. I told him to get them for you, yes. 

Mr. DeWtixp. When did you do that? 














(i) 


le. 
le 








INTERNAL REVENUE INVESTIGATION 1381 


Mr. Buack. May I say something on that? Mr. Lyon, one of your 


assistant counsel, called Mr. Strohl today and made some arrange- 


ments about Mr. Strohl sending them up. Most of them were in the 
Internal Revenue Bureau. 

Mr. DeWinp. Mr. Nathan, didn’t you promise to get them right 
iway, 10 days ago? 

Mr. Naruan. I told Mr. Strohl about them, and he said the In- 
rernal Revenue Bureau had most of them. And Mr. Lyon called and 
verified it today. 

Mr. DeWrnv. The Internal Revenue Bureau has most of your 
records ¢ 

Mr. Naruan. In Pittsburgh, yes. That is what the accountant 
told them. I don’t know if ‘he has got them or not, or who has got 
them. I requested them, requested him to send them here to you, 

Mr. DeWinv. When did you ask Mr. Strohl to get your books and 
records together for the committee / 

Mr. Naruan. I called his oflice, and he wasn’t in. I left word with 
the girl. And then I called him. Then I seen him, told him that he 
must get them here to you people; you wanted them. 

Mr. DeWixp. When was this? 

Mr. Narnan. This last week end. 

Mr. DeWrnp. Didn't you do anything about it before that? 

Mr. Naruan. I called his office and told his girl. He wasn’t in the 
city. 

Mr. DeWinp. What did you tell his girl to do? 

Mr. Naruan. Told her the subcommittee here wanted mv records 
of my returns. 

Mr. DeWinp. Does Mr. Strohl have any records of the debts that 
vou owe ¢ 

Mr. Narnuan. No. 

Mr. DeWinv. Do you still owe money to people / 

Mr. Naruan. Quite a bit. 

Mr. DeW inv. How much do you owe now ¢ 

Mr. Naruan. Oh, I don’t know. A lot of money. 

Mr. cmon How much do you owe? 

Mr. NaTHAN. Quite a bit. 

Mr. DeW inp. What do you mean by “quite a bit” ¢ 

Mr. Naruan. Quite a bit of money. 

Mr. DeWinp. Well, do you owe a hundred thousand dollars? 

Mr. Naruan. I don’t believe I owe a bundred. 

Mr. DeWrnpv. Do you owe $50,000? 

Mr. Naruan. Yes, I believe I owe more than that right now. 

Mr. DeWrnpv. What are the principal debts that you now have 
outstanding ¢ 

Mr. Naruan. Well, I owe 

(Mr. Nathan confers with his counsel.) 

Mr. Brack. I am in no position to object to all this, Mr. Chairman. 
| know that. 

Mr. DeW inp. What is that? Iam sorry, Mr. Black. 

Mr. Buiack. I say I am in no position before this committee to 
make any objection to this line of testimony, because I don’t know 
what you are driving at; but I don’t know whether this is within 
the jurisdiction of the committee. You put him in a very embarrass- 
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ing position in having to state how much he owes and whom he owes 
it to, which probably affects them, too. 

Mr. DeWrnp. In the light of the testimony you have heard here 
today, Mr. Black, is there any question as to the purpose of the in- 
quiry as to where Mr. Nathan owes money ¢ 

Mr. Brack. I had other things in mind as to the position I should 
tuke on certain questions, but the testimony today convinced me we 
should make no objections at all, not try to interfere at all. It is my 
own idea, and I think his is, that he should answer very freely. I 
think the committee is entitled to it, in view of what transpired here 
today. . 

Mr. DeWrxp. Then, Mr. Chairman, unless Mr. Nathan is going to 
raise some objection, I would suggest he be directed to answer the 
question. 

Chairman Kine. Do the best vou can, Mr. Nathan. 

Mr. Natuan. 1 sure am trying to, Mr. King, but I don’t want to 
divulge people’s names that I owe money to. I don’t think that is 
fair. 

Chairman Kine. Arrive at the amounts first, and we will determine 
later whether you should disclose the persons to whom you owe the 
amounts. 

First, how many people? And then, how much? 

Mr. Naruan. I never made a record of how many people. I owe 
quite a number of people. It might be sixty or seventy thousand 
dollars or maybe more, right now. 

Chairman Kine. What is the greatest amount that you owe any one 
person ¢ 

Mr. Brack. I don't like to be jumping in on this all the time. 

Chairman Kine. That is all right, Mr. Black. 

Mr. Biack. But the committee has a method of getting this without 
hurting other people, who are not before the committee and probably 
never will be before the committee, and that is in the purview of the 
executive session of the committee. 

Chairman King. Just the amounts now we want. The largest 
amount, Mr. Nathan, that you owe any individual at the present time, 
just approximately. 

Mr. Naruan. Well, $10,000 is, I believe, the most to one man. 

Chairman Krve. All right. What is the next amount? That is 
one person, $10,000. You say it is perhaps $60,000 that you owe? 

Mr. Naruan. Sixty or seventy, maybe. I don’t know. There are 
quite a number of people I owe money to, and I just don’t want to 
divulge their names. 

Chairman Kine. What is the next amount, less than $10,000? 

Mr. Naruan. I owe some $5,000 and one $8,000. 

Chairman Kine. You owe one person $8,000 4 

Mr. Natuan. Yes. I owe some fives. 

Chairman Krxe. How many persons do you owe $5,000 to? 

Mr. Natuan. Right now I can't think. I know I owe about sixty 
or seventy thousand dollars, sure. 

Chairman Kine. Would there be two or three at five? 

Mr. Natruan. I believe so. 

Chairman Kine. Is it fair to say three? 

Mr. Natuan. I think there are persons I owe three. 

Chairman Kine. Then say three at three / 
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Mr. Naruan. Maybe two or three. I am not sure. Really, I am 
not. I am just guessing. I can’t think offhand, with all these other 
things on my mind. 

Chairman Kine. That would only be about half of the total amount 
that you claim you owe at this time. Can you not do better than arrive 
at half of the amount ? 

Mr. Natruan. I owe some three’s and I owe some two's. 

I owe it. I will guarantee you I owe it. 

Chairman Kine. You guarantee that you owe it? 

Mr. Naruan. Beg pardon? 

Chairman Kine. Did you say that you would guarantee that 
you 
~ Mr. Narnan. Tam pretty sure I owe that much. 

Chairman Kine. Are any of your loans, Mr. Nathan—— 

Mr. Natruan. Beg pardon? 

Chairman Kine. Is any of this indebtedness documented in any 
way, or have you any evidence or any documents to support the fact 
that you owe certain persons $10,000, $5,000, 86,0004 Do vou have 
anything to support the loans with? 

Mr. Naruan. Some. I will give some checks, and things like that. 

Chairman King. How much of the sixty-thousand-odd dollars 
would you be able to support being in debt for by a document or a 
note? 

(Mr. Nathan consults with his counsel.) 

Mr. Naruan. I didn't get it. IT asked what vou meant by that. 

Chairman Kixc. How much of the total indebtedness can you sup- 
port by notes or documents that would prove that you owe this money 
to someone / 

Mr. Narnan. I don’t owe to one. IT owe it to a lot of people. 

Chairman Kine. Well, for instance, the $10,000 that you owe one 
person ¢ 

Mr. Natuan. He has got a check. 

Chairman Kine. He has a check. Then the one you say you owe 
$8,000 to? 

Mr. Naruan. I owe that to a firm. 

Chairman Kine. To a firm. 

Mr. Naruan. There is a bill for that. 

Chairman Kine. I see. Now, the others, Mr. Nathan? What evi- 
dence do you have to support vour indebtedness ? 

Mr. Narnan. Well. a lot of the fellows hold checks of mine. 

Chairman Kine. Hold checks? 

Mr. Naruan. Yes. 

Mr. Byrnes. Do you keep any record of this indebtedness? Could 
you refer to some records and come up with a total of how much you 
owe? 

Mr. Naraan. No, I don’t have any records. 

Mr. Byrnes. You keep it in vour head? 

Mr. Natwan. Yes, sir. 

Mr. Byrnes. And yet you do not have a very good memory, do 
you? 

Mr. Narnan. If I get some money, I will be able to pay. 

Mr. Byrnes. Whom will you pay ? 

Mr. NaruHan. Whoever I owed it to. 
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Mr. Byrnes. I thought you said you could not say whom you owed 11 
to. 

Mr. Narnan. If I think of it, I will know who I owe it to. 

Mr. Byrnes. If you what? 

Mr. Naruan. I said if I think of it I will know who I owe it to. 

Mr. Byrnes. If you what? 

Mr. Narwan. I said if I think of it, or whenever I get hold of sony 
money, I will be able to pay them. 

Mr. Byrnes. How can you determine whom to pay ? 

Mr. Narnan. Those that are holding my checks. 

Mr. Byrnes. They are scattered all over the country, you say. | 
that right? 

Mr. Narnan. Some of them are, yes. 

Mr. Byrnes. And you cannot remember how much you owe, exce})' 
the one $10,000 and the one $8,000. You cannot remember, can you! 

Mr. Narnan. I remember some other ones. 

Mr. -¥ RNeES. But you do not know what your total indebtedness is ’ 

Mr. Naruan. I really don’t, not right at the moment, no. 

Mr. Byrxes. How do you know whom to pay, then ? 

Mr. Naruan. I don’t know right at the moment who I would hav: 
to pay itall to. ITknow some of the bigger ones. 

Mr. Byrnes. You know some of the people that you do not ow: 
money to, but you do not know the people you do owe money to; is 
that it? 

Mr. Narnan. I believe you are right. 

Mr. DeWixp. Mr. Chairman, in this connection, Mr. Nathan wa- 
asked to disclose this information some 10 days ago. Now, I think 
it might be appropriate to direct Mr. Nathan to prepare a list of his 
outstanding indebtedness and the names of the persons to whom lh. 
owes the money and submit it to the committee. 

Chairman Krxe. I hereby direct you, Mr. Nathan, to comply with 
the discussion of our counsel. And I do not want you to be appre 
hensive that the names of these persons will be made immediately 
available. I think I realize what your concern is about disclosing 
the names of the persons. But you can be assured that there will be 
no improper use made of this list of names. I think the committee 
is entitled to that information. 

Mr. Narnan. I will do the best I can, sir. 

Chairman King. Will you sit with Mr. Black and get such a list up’ 

Mr. Naruan. Tomorrow ? 

Chairman Kine. Tomorrow. 

Mr. Naruan. I will try, ves. 

Chairman Kine. I want your efforts to be a little more productive. 

Mr. NatrHan. Beg pardon ? 

Chairman King. I want your efforts in connection with this list to 
be a little more productive, Mr. Nathan, than your production has 
been to date otherwise. 

Mr. Narnan. All right. 

Mr. DeWixp. Now, Mr. Nathan, what have the sources of your 
income been in the last 4 years ? 

Mr. Narnan. I made some money in a couple of War Assets deals. 

Mr. DeWrnp. All right. Now, would you specify what those deal- 
were and how much money you made from each ? 
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Mr. Naruan. I was associated with Mr. Labowitz in a deal in 
Torrance, Calif., and made $57,000 before taxes and some expenses. 
| made $5,000 with Mr. Labowitz in a scrap-iron deal. We hit some 
oil wells out in Oklahoma. I have been getting some money out of 
that. 

Mr. Byrnes. How much? How much did you get a year out of 
those ¢ 

Mr. Naruan. Well, it was up for a while around fifteen or sixteen 
hundred a month. Then it dropped way down. Now it is down to 
S175 or 8200 a month, now. 

Mr. Byrnes. How much did you make in the last 4 years in your 
oil transactions, would you say 4 ; 

Mr. Natnanx. Well, 1 sold some oil deals and borrowed some money 
on some production. 1 don’t know exactly. My accountant has got 
that. It is on my records. 

Mr. Byrnes. You do not know how much you made on oil trans- 
actions ¢ 

Mr. Narnan. No, but it is in my records. He has it. It will be 
available here. 

Mr. Byrnes. Go on and list the other items of income you have had. 

Mr. Naruan. I was associated with a deal down in Cotton Valley, 
La., and made some money there. We haven't finished the deal yet. 
The deal hasn't been fully consummated. 

Mr. Byrnes. Have you received any money from it? 

Mr. Naruan. I borrowed some money against it; ves. 

Mr. Byrnes. Did you ever receive any ¢ 

Mr. Naruan. We haven't made no settlement on it yet; no. 

Mr. Byrnes. Then you can’t classify it as income yet? 

Mr. Naruan. | borrowed against it, but I will heve to file my tax 
for it when I close the deal. 

Mr. Byrnes. Have you received any money from it / 

Mr. Naruan. | borrowed agaist it from the company. 

Mr. Byrnes. Oh, I see. 

Mr. DeWinp. What other sources of funds have you had in addition 
to your borrowings ¢ 

Mr. Naruan. None. 

Mr. DeWixp. Then do I understand you have made 357,000 on the 
purchase of the Alcoa plant in Torrance, Calif. ¢ 

Mr. Narnan. Yes, sir. 

Mr. DeWinv. And you have made some unspecified amount of 
money from oil deals ¢ 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. And you borrowed money ? 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. And that is all you have received ¢ 

Mr. Narnan. Yes, sir. 

Mr. DeWinp. Well, how much money did you get out of the Cotton 
Valley oil plant ? 

Mr. Naruan. I don’t know how much. I borrowed against it so 
far. | borrowed some money against it. 

Mr. DeWtnp. You borrowed against that? 

Mr. Narnan. Against what Iam going to get out of it; ves. 

Mr. DeWrixp. How much have vou borrowed on that? 

Mr. Naruan. I-think—I am not sure, but I think about $30,000, 
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Mr. DeWinp. You borrowed $30,000 on that. Then this $10,000 
loan is not the biggest. You got 330,000 on that one borrowing. Was 
that included in that sixty or seventy thousand ¢ 

Mr. Naruan. No. 

Mr. DeWinpv. Then that is in addition ? 

Mr. Naruan. That is against what I made. 

Mr. DeWinv. How much have you made é 

Mr. Naruan. Out of that deal 1 don’t know yet. We haven't con 
summated it. It ain’t finished. 

Mr. DeWinp. Well, have you received anything on it yet? 

Mr. Naruan. We haven't made no settlement on it yet. 1 borrowed 
against it from the firm. 

Mr. DeWinp. Well, Mr. Larson testified this evening that their 
investigation showed you had received a check for 310,000 on the 
Cotton Valley oil 

Mr. Naruan. I sent the check back to the company, because | 
didn’t get no settlement with them yet, and I didn’t cash the cheek. 

Mr. DeWinp. Then the situation is that you borrowed $30,000 
in anticipation of that? 

Mr. Naruan. Yes. 

Mr. DeWinv. How have you agreed to repay that loan? Just out 
of the proceeds? 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. If there aren't any proceeds, you don’t repay it? 

Mr. Naruan. 1 couldn't. 

Mr. DeWixp. Well, would you be obligated to pay it? 

Mr. Navan. I sure would. 

Mr. DeWinp. Suppose the deal doesn’t produce any profits ? 

Mr. Natuan. Then I would have to owe it until I got it. 

Mr. DeWinp. Then in reality you say you owe ninety or a hundred 
thousand dollars; is that right ¢ 

Mr. Narnan. That is already made. 

Mr. DeWixpv. How much was made? 

Mr. Naruan. I think around thirty-five or forty thousand dollars 
was made on that deal, 

Mr. DeWinv. Oh, you think your share of the profits on the Cotton 
Valley deal will be about $40,000, against which you have already 
borrowed 330,000, so you have another $10,000 coming to you? 

Mr. Nariman. Probably. I don’t know how it will come out. 

Mr. DeWinp. Then, as IT see it, you have received $57,000 on the 
Alcoa plant in Torrance, Calif., and you estimate you have earned 
$40,000 on the Cotton Valley oil deal, of which you have actually 
received 330,000 as an advance. You have received $5,000 on that 
Pennsylvania transaction. Was that from Mr. Labowitz? 

Mr. Naruan. Yes. 

Mr. DeWinp. Then you had your income from your oil properties. 

Mr. Naruan. Yes, and | sold some oil deals and made a litile money 
on them. 

Mr. DeWrnv. And that is all the money you have received since 
you came to Washington ¢ 

Mr. Naruan. I made it in other towns, too, 

Mr. DeWinp. You did what? 

Mr. Narnan. I made some of these oil deals in other cities, too. 
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Mr. DeWimnp. But in the period since you came here in 1946 or so, 
that is all the money you have received ¢ 

Mr. Natuan. Yes. 

Mr. DeWinp. Mr. Chairman, I think if Mr. Nathan could be di- 
rected to prepare a statement of his income and receipts—that is, 
not only earnings but borrowings and any other receipts, as well, in 
addition to the statements of the borrowings he has made, it would 
make uu complete statement of income and receipts. 

Chairman Kine. You understand what the counsel is saying, Mr. 
Nathan / 

Mr. Narnan. It will take me a little time to prepare that for you. 
It won’t be long. 

Chairman King. How long? 

Mr. NATHAN. | don't know. I would have to vel my accountant 
to give me a lot of them figures. 

Chairman King. He is available to vou now, is he, Mr. Nathan ? 

Mr. Natuan. He is in Pittsburgh: ves. I will call him. I will try 
to get what I can. 

Chairman Kine. You understand the purport / 

Mr. Natruan. He wants everything I have made in the last 4 or 5 
years. Is that right‘ 

Chairman Kine. Is that right. Mr. Counsel / 

Mr. DeWinp. Yes, beginning in 1946. 

Mr. Natruan. If I can do it, 1 will be glad to. 

Mr. DeWrnp. Do you have copies of your tux returns for that 
period ¢ 

Mr. Narnan. Mr. Strohl would have it. 

Mr. DeWinp. Could you ask him to prepare and submit to you 
copies of your returns for that period ¢ 

Mr. Natuan. He is giving you that, isn’t he? You have asked for 
that. 

Mr. DeWrnp. All right. Will vou see to it that Mr. Strohl does 
that as promptly as possible? 

Mr. Narwan. I will do the best 1 can. 

Chairman Kine. Mr. Nathan, if you find that you are having diffi- 
culty with Mr. Strohl, or if for some reason or other he cannot assist 
you in complying with the demand of this committee, notify the com- 
mittee or members of its staff. 

Mr. Narwan. Yes, sir. 

Chairman Kine. Do not let it go for another week or so. 

Mr. Natuan. All right, sir. 

Mr. DeWinp. Mr. Chairman, it is now 10:30, 

Do you wish to go any longer tonight ¢ 

Chairman Kine. I think we have done a good day today. 

Do you have a suggestion for tomorrow 4 

Mr. DeWinp. Well, as T understand, a quorum of the committee 
would be available tomorrow to continue in public hearings. 

Chairman Kine. Yes. 

Mr. DeWinp. How about 10:30 tomorrow morning? 

Would that be satisfactory / 

Chairman Kine. Very well. 

Then the committee will adjourn until 10:30 a. m. tomorrow 
morning. 

(Whereupon, at 10:35 p.m., Tuesday, December 4, 1951, the hearing 
was recessed until 10: 30 a.m. Wednesday, December 5, 1951.) 
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WEDNESDAY, DECEMBER 5, 1951 


Hovse or Representatives, 
SUBCOMMITTEE ON ADMINISTRATION OF 
THe [NrTerNAL Revenve Laws or Tre 
Com™MIrree ON Ways AnD MEaANs, 
Washington, dD. er. 


The subcommittee met at 11 a. n., pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present : Representatives King, O'Brien, and Byrnes. 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee; Charles S. Lyon, assistant counsel: Bruno Schachner, 
-pecial counsel; Howard D. Levine; William A. Silk: and Charles W. 
Davis. clerk of the Committee on Ways and Means. 

Chairman Kine. The subcommittee will be in order. 

Yesterday this committee received testimony from Mr. Abraham 
leitelbaum, whose statements were corroborated by Mrs. Menkin. 
Mr. Teitelbaum said that he had been the victim: of an attempted 
hake-down by persons claiming the power of influence with a number 
of prominent present and former Government officials. 

To avoid any misunderstanding of the purport of this testimony, 
| wish to make a statement concerning it. 

This committee has received no testimony that these Government 
fficials in fact participated in any way in the attempted shake-down 
to which Mr. Teitelbaum alleged he was subjected. Lacking such 
testimony, we assume that they did not: and, in fact, all of the persons 
named are reported to have flatly denied any involvement in this 
iatter. 

The receipt of the testimony, nevertheless, was requested, and was 
in the public interest. This is a graphic story of influence peddling. 

Mr. Nathan, the committee has been told, is a well-known and widely 
recognized influence peddler. Mr. Larson so testified here yesterday. 

Mr. Larson also testified that the earmarks of Mr. Nathan’s trade 
were so obvious that as long as 3 years ago he had him listed as a 
-uspicious character on the records of the War Assets Administration. 

Nevertheless, Mr. Nathan was able to continue to pose as a man 
of influence—very largely, it is apparent, because former Assistant 
\ttorney General Theron Lamar Caudle maintained a constant and 
public social and business relationship with Mr. Nathan. Even if 
Mr. Caudle was too blind or too self-interested to see the dangers of 
wis association with Mr. Nathan, he was warned by close associates 
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in the Government of that danger. Instead of heeding these-warn- 
ings, Mr. Caudle simply contrived that these associates should also 
be publicly seen with Mr. Nathan. Rather than taking firm-step- 
to remove Mr. Nathan’s ability to fabricate plausible stories of in- 
fluence in high places, he contrived to give Mr. Nathan’s claim for 
power an appearance of firm foundation. 

Mr. Larson testified that he perceived what Mr. Nathan was up to 
as early as 1948; and vet, since that time, Mr. Nathan has arranged 
to make numerous appearances in public places where he could pose 
as a friend of Mr. Larson. He has also somehow succeeded in hav- 
ing Mr. Larson occupy his hotel room in New York, for which he 
paid in the first instance. He has entertained at least one top Govern 
ment assistant of Mr. Larson in Florida, and has otherwise been able 
to present to the public indicia of friendship and business association. 

Mr. Larson conceded that he held at least 50 telephone conversations 
with Mr. Nathan, both at his office and at his home after the time that 
he put Mr. Nathan on the suspect list. In that period of time, Mr. 
Nathan readily conceded that he was able to realize at least $87,000 in 
fees from War Assets Administration dealings, to which he contrib- 
uted neither talent nor money. 

If Nathan has been able to do this in the face of what Mr. Larson 
has said were efforts to be rid of him, one can readily see what oppor- 
tunities were presented by the avowed open and constant friendship 
of an Assistant Attorney General of the United States. 

This is an object lesson in vicious influence-seeking; it points up the 
fact that such persons thrive on any public official who is more in- 
terested in high living than in his own and his Government’s 
reputation. 

I have had handed to me just now a telegram from former Bureau 
of Internal Revenue Commissioner George Schoeneman. TI shal! 
read it: 

I have tonight siven the following statement to the press : 

“This testimony of Teitelbaum is so utterly ridiculous that it would seem 
unnecessary to dignify it by denial. Of course, the testimony must fall by its 
own weight, but I shall do everything within my power to protect the reputation 
for integrity and honesty that cannot be surpassed by any public official. Those 
who snow my reputation throughout a period of 42 vears in Government serv 
ice Will share my resentment of such an attack on my character. I might add 
that until I saw their names in the paper, I had never heard of Mr. Teitlebaum, 
Naster, or Nathan.” 

Mr. Byrnes. I wonder if IT could make just a short statement ? 

Chairman Kine. You may. 

Mr. Byrnes. The statement made by the chairman, I think it should 
be pointed out, is the statement of the chairman rather than the state- 
ment of the committee. I first saw it just a moment or two before it 
was read, 

T would say generally that, for the most part, I would be in agree- 
ment with the statement made by the chairman. However, I would 
not agree necessarily in all details, and would prefer to withhold gen- 
eral judgment until all of the evidence has been received by this com 
mittee; at least all of the evidence as far as this particular inquiry is 
concerned. 

Chairman Kine. Mr. Nathan, will vou come forward and take the 
chair? 

Mr. Nathan, you have been previously sworn. 
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TESTIMONY OF FRANK NATHAN, ACCOMPANIED BY HIS COUNSEL, 
LORING M. BLACK—Resumed 


Mr. Buack. Mr. Chairman, may I ask of the chairman—— 

Chairman Kine. Use your microphone, Mr. Black. 

Mr. Buack. May L ask whether or not—and I assiime that it must 
be in the record—whether or not House Resolution No. 78, creating 
this committee, has been spread on the records of the hearings ¢ 

Chairman King. That has been done, Mr. Black, 1 am certain, some 
considerable time ago. 

Mr. Buack. I assumed it was. 

Now, has it been spread on the record that the jurisdiction of the 
Ways and Means Committee is as follows, according to the Legis- 
lative Reorganization Act of 1946 and the rules of the Eighty-second 
Congress 

Chairman Kine. Would you repeat the fore part of that statement ¢ 
J did not quite get it. 

Mr. Bruack. In addition to the placing in the record of House Reso- 
lution 78, has there been put in the record the rules and the Reorgani- 
zation Act of 1946, setting forth the jurisdiction of the Ways and 
Means Committee? House Resolution 78 is a rather broad resolution, 
and gives the Ways and Means Committee, or its subcommittee, the 
right to investigate anything within the jurisdiction of the Ways 
and Means Committee. And so, to make House Resolution 78 mean 
anything to a court, or anybody else, 1 think that there should be in 
the record what the jurisdiction of the Ways and Means Conimittee 
is, and from where it springs. 

Chairman Kine. As to the second part of your inquiry, Mr. Black, 
the first opportunity the committee has for executive session, we will 
consider the insertion of the Reorganization Act provisions as they 
deal with our jurisdiction, 

Does that answer your inquiry ? 

Mr. Brack. What I want it for, principally, is in case the com- 
mittee or counsel ask questions calling for an answer that is without 
the jurisdiction of the Ways and Means Committee, and it may be 
barely possible that I will advise my client not to answer such a ques- 
tion on such grounds. 

1 would like the court, in case it is cited, to have before it in the 
record all of these things, so that he can justify a refusal to testify. 

Now, he has no present intention of not testifying as to everything; 
and, asa matter of fact, he goes so far with me as to have a lie detector 
test made, so that I don’t anticipate that he is going to do it. But 
after all, as an attorney, I have got to be careful of his rights. 

So if that were in now, before the examination continues, then as 
far as the court is concerned he would know from the record why he 
does not think it is proper for him to testify. 

Chairman King. Mr. Black, the existence of such documents as you 
mention is, and has been for a long time, a matter of public record. 

Mr. Brack. That is true, but in the making of a record of this kind 
before a court it is the record of the hearings that is important, and 
it is the record of what is in his mind and what he understands to be 
the jurisdiction, and not whether the judge would understand it. 

I would be satisfied if you would consider them as inserted now in 
the record. 
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Chairman Kine. Well, at any time, Mr. Black, that you see fit to 
object to this committee going beyond what you consider its lega| 
bounds, we shall be pleased to receive your objections, oral or written, 

Mr. Buacx. I don’t want to keep up this argument, and of course, 
that isn’t what I am driving at. 

Iam very grateful to you for the courtesy. 

Chairman Kine. I will recommend that an executive session of thy 
committee be convened for the purpose of hearing your preliminary 
arguments along this line. 

Mr. Buack. May I make another brief statement? 

The Senate Kefauver committee adopted the use of a modern gadget 
in its examinations: to wit, television. Now, Mr. Nathan would lik: 
to have another gadget used by the House Committee: to wit, the lie 
detector test. 

Chairman Kine. What is that? 

Mr. Buack. The lie-detector test, made in the presence of tly 
committee. 

Chairman Kine. Does Mr. Nathan wish to submit to a lie-detecto 
test ? 

Mr. Brack. Not only wishes to submit to it, but suggests it. 

Chairman Kine. We will also take that up, Mr. Black, in our exec, 
tive session. 

Mr. Brack. Thank you. 

Chairman Kine. Does that complete your statement, Mr. Black ¢ 

Proceed, Mr. Counsel. 

Mr. DeWinp. Mr. Nathan, yesterday you testified concerning thie 
transaction involving the Alcoa aluminum plant in Torrance, Calif. 
Would you please tell the committee what your participation in that 
transaction was? 

Mr. Naruan. If I can get these cameras out of here, I could prob 
ably talk a lot better. I really can’t concentrate at all, with them 
here, and I will be glad to give them any pictures they want after o: 
before, but this is terrible. 

Chairman Kine. It makes you nervous, and you would prefer tha: 
they not be there? 

Mr. Naruan. Yes, until after it is over, and I will give them all of 
the pictures they want, any amount. 

Mr. DeWrnp. How did you come to participate in the Torrance. 
Calif., transaction? 

Mr. Naruan. Well, I was around here quite a while, hunting fo: 
different deals at the War Assets, and I walked through the building: 
different days and different times, seeing the brochures, and I had a: 
understanding with Mr. Labowitz that, if I could find any deals fo: 
him, he would take care of me. : 

Mr. DeWrnp. Who is Mr. Labowitz? 

Mr. Naruan. He is in the scrap-iron business, Samuels & Sons, 1) 
New York. 

Mr. DeWrnp. Is that Joseph Labowitz? 

Mr. Narnan. Yes, sir. 

Mr. DeWinv. What is the name of his firm? 

Mr. NarHan. Samuels & Sons. 

Mr. DeWrxp. Of New York City? 

Mr. Natuan. Brooklyn, N. Y. 

Mr. DeWrnp. All right, go ahead. 
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How did you first learn of the aluminum plant at Torrance? 

Mr. Natuan. Through the brochures, advertisements in the news- 
papers, and going through the buildings and asking about different 
deals, and I was working on a lot of deals down there at different 
times, trying to get them. 

Mr. DeWinp. Let us talk about this particular deal, if we may. 
How did you first come on this one ¢ 

Mr. Narwan. Through brochures and asking around, and seeing 
it advertised in the newspaper, and going to public information to 
lind out about it. 

Mr. DeWinp. Then it was widely known publicly that this plant 
was available for War Assets disposition ¢ 

Mr. Naruan. It probably was. 

Mr. DeWinp. All right, go ahead. Then what did you do? 

Mr. Naruan. I ¢: alled up ) Mr. Labowitz, I told him about the deal. 
He is a good appraiser, with his firm, and he attended to it. Later 
on I found out that he got together with these other fellows that were 
working on the deal, and they got together and made the deal, and 
ie got 20 percent and gave me 10. 

Mr. DeWinp. What else did you do in connection with the deal? 

Mr. Natuan. I tried to sell some of the stuff. They had 98 big 
generators, and I spoke to Mr. Ward Hill, from an electric company 
in North Carolina, about it, and he said they were too big. But I 
didn’t sell any of the merchandise. 

Mr. DeWinv. Now, before the transaction started, though, you had 
an agreement to get 10 percent ? 

Mr. Naruan. I had no agreement before it started, na; whatever 
he got of it, he gave me half. 

Mr. DeWixp. He agreed that you would get half of whatever he 
vot ¢ 

Mr. Naruan. He didn’t agree; he just gave me half because I found 
his deal for him, and he was busy on another deal at the time. 

Mr. DeWinpv. Well, you have said so far that the way you found 
it was you read about it in the newspaper. 

Mr. Naruan. I had brochures, and I went down to the building and 
inquired about it, and laid around here and spent my own time and 
expense, and everything, trying to find a deal; and I am sure I am 
allowed to do that. 

Mr. DeWinp. All right, now, when did this transaction first begin, 

nd when did you first get in touch with Mr. Labowitz about it / 

Mr. NatHan. As soon as I found out about it. 

Mr. DeWinv. When was that, though ¢ 

Mr. Natuan. | don’t remember the time. 

Mr. DeWinp. Well, what year was it in? 

Mr. Natuan. I really don’t remember. 

Mr. DeWinp. Well, now, in what year did you receive payments / 

Mr. Natruan. I filed it on my income tax, and my records would 

how it, and I really don’t remember now. 

Mr. DeWinp. Well, can't you even remember what year you re 

orted the profits in / 

Mr. Navman. I really can’t remember it offhand, no, sir. 

Mr. DeWinv. Well, how long after you first discussed the matter 

th Mr. Labowitz did you get your first payment / 
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Mr. Naruan. Well, T was drawing an advance off of him to keep 
going around here, and he charged it against the deal. 

Mr. DeWrnp. I beg your pardon, would you say that again? 

Mr. Naruan. I was drawing an advance off of him at different 
times, to keep g going. 

Mr. DeWinp. You were drawing an advance off of him? 

Mr. Natrnan. Mr. Labowitz was helping me out. 

Mr. DeWrxp. You drew down money before the deal went through / 

Mr, Narnan. Oh, no, a way after, and as the deal was progressing. 

Mr. DeWixp. Did you receive any payment before the contract 
with the War Assets Administration was signed ? 

Mr. Natuan. No, sir. 

Mr. DrWixp. Well, how long after the contract was signed with 
War Assets did vou get your first payment ? 

Mr. Natuan. I really don’t know, and I didn’t get no first payment, 
and L was drawing money from Joe Labowitz after we tasted the dea! 
and probably some profit started to show, and he was advancing me 
some money. 

Mr. DeWinv. When did you start getting these advances ? 

Mr. Naruan. I really don’t remember the dates and the time. 

Mr. DeWrxp. Can you remember what year it was? 

Mr. Naruan. IT really don’t. 

Mr. DeWinp. Did you get any advances before the contract was 
signed ? 

Mr. Narwan. Positively not. 

Mr. DeWtxp. How soon after the contract was signed did you begin 
to get advances? 

Mr. Naruan. After it started making a little profit. 

Mr. DeWixp. Well, but after it started making a little profit, you 
were entitled to get payments, weren’t you ? 

Mr. Narran. I guess Iwas. He started advane ‘ing me some money. 

Mr. DeWixp. What do you mean, “advancing you”? 

Mr. Naruan. Well, we didn’t get no checks from the company, or 
anything. vet. 

Mr. DeWrxp. What company are you referring to? 

Mr. Naruan. The Landulant Co. 

Mr. DeWrnp. Was the name of that company “Landulant Tor- 
rance” ? 

Mr. Narnan. The Landulant Co. was all I know. 

Mr. DeWrnp. Well, who were the persons interested in the trans- 
action — yourself and Mr. Joseph Labowitz? 

Mr. Narnan. He would know better about that than I would. He 
was the one who got them together on the deal. 

Mr. DeWrnp. Who were the people that you knew that had an 
gs in it? 

Mr. Naruan. I found out later some of them, but I didn’t know 
them before. 

Mr. DeWrnxp. Who were they? 

Mr. Narnan. L. J. Land Co., Dulien Steel Products Co., Mr. 
Anthony. 

Mr. DeWrnp. The L. J. Land Co., L-a-n-d? 

Mr. Narnan. Yes, sir. 

Mr. DeWtnpv. Who was the official of that company that was 
interested ? 
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Mr. Narnan. I don’t know. 

Mr. DeWinp. Did you ever meet any officials of that company ? 

Mr. Naruan. I met them all, and I didn’t know who was the officials. 

Mr. DeWixp. Who was the person that handled the transaction, so 
far as you know? 

Mr. Narnan. I don’t know, sir. 

Mr. DeWrnpv. Where does the L. J. Land Co. have its place of 
business ¢ 6 

Mr. Naruan. They are in New York, 

Mr. DeWinp. Then you mentioned Dulien Steel Products, did you ? 

Mr. Nawnan. Yes, sir. 

Mr. DeWixp. Do you know the precise name of that company 4 

Mr. Naruan. Dulien Steel Products Co. 

Mr. DeWinp. Who is the principal stockholder of that company ? 

Mr. Naruan. T believe Mr. Dulien, and Iam not sure. 

Mr. DeWrtnxp. What is his name? 

Mr. Naruan. Louis. 

Mr. DeWinp. D-u-l-i-e-n? 

Mr. Naruan. Yes, sir. 

Mr. DeWixp. Then you mentioned Mr. Anthony, and who is Mr. 
Anthony / 

Mr. Narwan. I dont know Mr. Anthony. 

Mr. DeWinp. Do you know where Mr. Anthony lives / 

Mr. Naruan. I don't know him. 

Mr. DeWrnp. I say, do you know where he lives? 

Mr. Naruan. I don’t know: I don’t know him. 

Mr. DeWinpb. Have vou ever heard where he lives? 

Mr. Natnan. No, sir. 

Mr. DeWinp. Whaat is his first name / 

Mr. Naruan. I don’t know. 

Mr. DeWinp. Have you ever seen Mr. Anthony ? 

Mr. Naruan. I don't believe so. I might have, and I am not sure. 

Mr. DeWinp. Now, can you recall how long a lapse from the time 
vou first talked with Mr. Labowitz until the War Assets contract was 
signed / 

Mr. Naruan. I really can't. 

Mr. DeWinp. Well, approximately how long was it? 

Mr. Naruan. I wouldn’t have no idea, and he attended to it. 

Mr. DeWinb. You did not have much to do with it, then ¢ 

Mr. Naruan. After I turned it over to him, I didn’t have much to 
do with it. 

Mr. DeWinp. As soon as you told him about the newspaper ads 
and the brochures, you stopped having anything to do with it 4 

Mr. Natruan. He started to tend to it then, and he was on another 
job, and he started to work on it. 

Mr. DeWrnp. I think you said yesterday you ultimately received 
357.000 as your share of the profits? 

Mr. Naruan. Lam pretty sure that that is what it was. 

Mr. DeWixp. What did you do with the $57,000 you received ? 

Mr. Naruan. I probably used it up, paid some debts and one thing 
and another, and | might have played some horses, 

Mr. DeWinpv. Well, what did you do with the checks you received / 
Did you deposit them in the bank ¢ 
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Mr. Natuan. I really don’t know if they give me any checks or not. 
I believe I got one check at one time, and , ms not sure now, but I 
think it came all at once and I turned it over to Mr. Labowitz, be- 
cause I owed it to him. 

Mr. DeWrnp. You mean by the time you received any of these pay- 
ments, you already owed all of it to Mr. Labowitz? 

Mr. Naruan. Maybe not all of it, and I might have had a little 
coming ; very little, I guess, at the time. 

Mr. DeWrnp. Are you saying that Mr. Labowitz advanced all of 
your profits to you, or most of your profits, before they were earned ? 

Mr. Naruan. He and I were working together; not before they 
were earned. 

Mr. DeWtnp. All of these advances were made by Mr. Labowitz 
personally, is that right? 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. How did he make them to you, in cash or by check? 

Mr. Naruan. Sometimes by check, and most of the time I think it 
was check. 

Mr. DeWixp. What did you do with those checks? 

Mr. Naruan. I really don’t remember. 

Mr. DeW inv. How big were they ? 

Mr. Naruan. I don’t remember, sir. 

Mr. DeWinp. Did you receive any large checks, say $5,000 or more, 
at one time? 

Mr. Naruan. I might have received $5,000 at one time. 

Mr. DeWinvo. What would you do with a $5,000 check ? 

Mr. Naruan. I wouldn't really remember what happened to them. 

Mr. Byrnes. You got $5,000 and you do not know what you did 
with it? 

Mr. Naruan. I really don’t remember. I know where it went, but 
I don’t remember it at the time, what happened to it. 

Mr. Byrnes. You do not know what you did with it? 

Mr. Naruan. Not at the moment; no, I don't. 

Mr. Byrnes. Would you if you had one of these mechanisms that 
your counsel referred to, would you remember then ¢ 

Mr. Naruan. Positively, I would tell you the truth now the same 
as then, and I am not trying to hide anything, sir. 

Mr. Byrnes. You have so many $5,000 checks that it did not make 
any impression on you, is that right ? 

Mr. Naruan. I am not hiding anything at all. 

Mr. Byrnes. A $5,000 check just makes no impression on you at all, 
is that right? 

Mr. Naruan. It makes some impression, sure; why not? It doesn't 
make me remember it. 

Mr. DeWinp. What about a $10,000 check; did you ever receive 
a check for $10,000 ¢ 

Mr. Naruan. I don’t know, I really don’t. I might have, you know. 

Mr. DeW inp. Well, look, during this time—this was in 1948 and 
1949, wasn’t it? 

Mr. Naruan. I don’t remember. I am pretty sure it was around 
then, but I am not positive. 

Mr. DeWinp. Did you maintain a bank account at that time? 

Mr. Naruan. Yes, sir; I believe I did. 
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Mr. DeWrxp. Where did you maintain that account ! — 

Mr. Narwan. Mercantile National Bank, if I had one, Miami 
Beach, Fla. ’ 

Mr. DeWrnp. That is the only account that you have had? 

Mr. Naruan. That I can remember; yes, sir. 

Mr. DeWrnp. Well, in these years, I will say, since 19464 

Mr. Narnan. That I can remember; yes, sir. 

Mr. DeW inp. What did you do when you got large checks; did you 
deposit them in your bank account, or how did you 

Mr. NarHan. Sometimes I deposited them, and sometimes I would 
get them cashed in some gambling joint or a place like that, if I was 
playin ; 

Mr. DeWrxp. Well, did you ever cash a $5,000 check in a gambling 
joint? 

Mr. Naruan. I believe so. 

Mr. DeWryp. Now, at what gambling joint had you established 
credit for $5,000? 

Mr. Brack. Let me say a word on that, Mr. Chairman. Mr. De- 
Wind is asking him what gambling joint he cashed a check for $5,000 
at. That leads to a serious question of the defendant’s rights, because 
after all, if he cashed a check in a gambling joint, he was ina ~~ 
joint, and I don’t know where it was or what State it was in, and 
wouldn’t know the laws of these States, but some of them have very 
broad laws on gambling—and the broader they are the less they are 
enforced, by the way—and so I wish we could take care of this situa- 
tion some other way, and I am not in a position to object, as you and 
I both know, but it is a little far afield, I think. 

Chairman Krxe. Do you wish your statement to be construed as an 
objection, Mr. Black ¢ 

Mr. Buack. Yes. I have an objection on the ground of lack of 
jurisdiction over the subject matter of the question, and that is all. 

Chairman Kina. I believe the committee does have jurisdiction, Mr. 
Black; but if you will permit me to observe, on other matters of much 
more import, your client has been unable to remember, and until such 
time as he believes his recollection to be suited to remembering the 
establishment, I do not think that the establishment or Mr. Nathan 
will be in jeopardy. 

Mr. Buack. He is not very clear. The man is trying to tell the 
truth as he sees it, and according to the way his mind works, in order 
to be absolutely sure, he won’t make a positive statement. And some 
of us make positive statements when we shouldn't, and we all know 
the old philosophical puzzler. Most people are stumped by that; they 
cannot prove it. And this man is not sure, and so he says he is not 
sure, and he is going as far as he can with his mental processes, and 
that is all. 

Chairman Kine. You continue going as far as you can, Mr. Nathan, 
and we will have to be satisfied with that. 

Mr. NatHan. Thank you, sir. 

Mr. DeWinp. Now, Mr. Nathan, do you intend to state that there 
are — or many places where you can readily go and cash $5,000 
checks ¢ 

Mr. Natuan. There are a few. 

Mr. DeWinp. Well, now, you say there are a few places ¢ 

Mr. Naruan. Yes, sir. 
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Mr. DeWinp. Are these all gambling places, or are there other 
places? 

Mr. Naruan. Some business firms in Miami cash them, too. 

Mr. DeW inv. Would you tell what business firms or friends cash 
$5,000 checks for you? 

Mr. Natuan. Well, I have had Mr. Sam Cohen of the Sherry- 
Frontenac cash some for me. 

Mr. DeWinp. Are these your personal checks, or other checks ? 

Mr. Naruan. They might have been other checks, and they might 
have been my personal, and I don’t remember which, but IT am pretty 
sure they were other checks, also. 

Mr. DeWinxp. Why would you go to him to get a check cashed when 
you have a bank account in Miami? 

Mr. Naruan. I probably didn’t have enough balance in the bank 
to vet it cashed myself. ; 

Mr. DeWinp. Then are you talking about checks drawn on an ac- 
count that didn’t have a sufficient balance to cover the check? 

Mr. Naruan. I don’t know about that, and I don’t know about their 
check that I would get cashed, cashed for me. I put it through his 
hotel. 

Mr. DeWinn. The bank couldn't cash it for you? 

Mr. Natuan. I didn’t ask them. 

Mr. DeWinp. Well, did this happen frequently that you had large 
checks to be cashed by Mr. Cohen ¢ 

Mr. Naruan. A few times. 

Mr. DeWinp. Where else did vou cash checks? 

Mr. Naruan. The Alpha Destin Co., Miami Beach, Fla. 

Mr. DeWino. What sort of company is that? 

Mr. Narnan, It is a cement company. 

Mr. DeWixp. Who do you know there that cashed checks for you ? 

Mr. Naruan. Mr. Ruskin, Mr. Horowitz, and they are the owners. 

Mr. DeWrinxp. Where alse did you have a habit of cashing large 
checks ¢ 

Mr. Narnan,. I just can’t remember offhand. 

Mr. DeWtinp. Now, can you remember any of these gambling 
places where you were able to cash large checks ? 

Mr. Narnan. Yes: I can remember them, all right. 

Mr. DeWryxp. What was the purpose of cashing the checks; to pay 
losses ¢ 

Mr. Naruan. At the gambling places, you would play with the cash, 
and you don’t play with checks. 

Mr. DeW rnp. Are these the places where you said that you didn't 
lose much and you didn’t make much? 

Mr. Naruan. | plaved in them, and T lose and win, and T don’t 
know how much, at different times. 

Mr. DeWrnp. Over the past 5 years, have you lost a lot of mone) 
at gambling ? . 

Mr. Naruan. In the last vear, I have, T guess, quite a bit. 

Mr. DeWrnp. In the last vear you have. How much have you lost 
in the last vear? 

Mr. Naruan. IT wouldn't know how much. 

Mr. DeWinxv. Approximately ? 

Mr. Naruan. I have no idea. 

Mr. DeWiunp. Is it $15,000? 
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Mr. Natuan. I have no idea, sir, really I don’t. 

Mr. DeWinv. You have no idea of your gambling losses ¢ 

Mr. Naruan,. No, sir. 

Mr. DeWrnv. Doesn't that matter interest you at all? 

Mr. Naruan. Well, it is lost, and what is the use of worrying about 
it? You can’t get it back. 

Mr. DeWinp. How have you financed your gambling losses during 
the past vear 

Mr. Naruan. Beg pardon? 

Mr. DeWixp. How have you paid your gambling losses during the 
past vear ¢ 

Mr. Naruan. Iam in debt now. 

Mr. DeWinp. You borrowed money to pay the losses; is that right? 

Mr. Naruan. I say I am in debt now. 

Mr. DeWixv. How did you get the money to pay your losses 

Mr. Narnan. Iam in debt; I borrowed. 

Mr. DeWinxp. You mean you are in debt to the gambling places? 

Mr. Narnuan. No, sir. 

Mr. DeWinp. Are you in debt to any bookies ? 

Mr. Naruan. Maybe a few. 

Mr. DeWixp. How much, or what is the maximum amount you owe 
to any bookie ¢ 

Mr. Natruan. Around $4,000 to one. 

Mr. DeWinxpb. Who is that, that you owe $4,000 to 4 

Mr. Buack. May I make a statement, if it please the court? I 
have advised Mr. Nathan that he should refuse to answer that ques- 
tion on the grounds that it might be incriminating, and T would like 
to have it understood that he raises that immunity on the basis not 
only of the fifth amendment of the United States Constitution, but 
in the event that his answer might indicate a violation of the State 
law, he is also relying on any similar provisions in the constitution 
of the State wherever he may have paid this money. 

Now, the reason [I do that is because the decisions are not too clear 
on this subject. It does not seem that the fifth amendment protects 
aman from being advised of his testimony in a criminal action in 
a State. So, therefore, 1 am raising the question of the State consti- 
tution, vou see, for what it is worth. 

And so, I would like to have it understood that when he refuses 
to testify, he refuses to testify on the grounds T have given. 

Chairman Kine. Are vou claiming privilege that if he answers, 
the answer might tend to incriminate him? Do you understand that, 
Mr. Nathan ‘ 

Mr. Natuan. Yes, sir. ° 

Chairman King. That isa right that you have here. 

Mr. Narman. Thank you. 

Mr. DeWrnp. I am sorry. Do IT understand you are refusing to 
answer the question upon those grounds ? 

Mr. Narnan. Yes, sir. 

Mr. DeWinxp. Mr. Black, are vou aware that under the decisions 
of the Supreme Court of the United States, testimony as to violation 
of a State law would not fall under the privilege that Mr. Nathan 
is claiming here ? 

Mr. Buack. I just so stated that, and so I am raising a new ques- 
tion: That is, the protection that he might obtain from a State con- 
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stitution of the State where the transaction occurrred, and it has never 
n raised, and I think it should be raised; and I think the man 
before a Federal investigation of any kind should be protected as 
against State laws. And in view of the decisions that you have in 
mind, he evidently isn’t protected by the United States Constitution, 
and so, therefore, for what it is worth, I am raising the question of 
the State constitution. 
_ Mr. DeWinp. Is it your contention that this committee sitting here 
is bound by any and all of the provisions of the constitutions of the 
48 States? 

Mr. Back. I don’t say the committee is bound by it, but I say that 
Mr. Nathan, as a citizen of another State, has the protection of his 
State and the constitution of his State, and I don’t want to stress this 
too much. 

Mr. DeWinp. You are claiming it; is that what Mr. Nathan is 
claiming here? 

Mr. Brack. He is claiming that, and he is claiming both under 
the fifth amendment and whatever the similar provisions there may 
be in what other State the question indicates that he made this trans- 
action In. 

Mr. DeWrnp. Mr. Chairman, in view of this, I would recommend 
that the question be put to Mr. Nathan by the chairman, and that he 
be directed to answer. 

Chairman Kine. Very well. 

Mr. Reporter, would it be possible for you to read back the question 
by emul 

( The question referred to was read by the reporter.) 

Chairman Kine. Mr. Nathan, I hereby direct you to answer the 
question, 

Mr. Naruan. I refuse, that it might incriminate me. 

Mr. Buiack. May I say at this time, Mr. Chairman, this raises a 
serious question of State’s rights, and it raises a serious question of 
the rights of citizens when affected by an investigation of the Federal 
Government, the rights of citizens as citizens of a State. 

Chairman Kina. Nevertheless, Mr. Black, your client has claimed 
his privilege, and that is all, I believe, that can be done, under the 
circumstances. 

Mr. Brack. I am saying this for the record, because I don’t know 
what the future action of the committee is going to be in this respect. 

Chairman Kina. Very well. 

Proceed, Mr. Counsel. 

Mr. DeWrnp. Now, since yesterday, Mr. Nathan, have you recalled 
in detail the outstanding indebtedness that you now have ? 

Mr. Naruan. I have some records, some notes, yes. 

Mr. DeWrnp. Have you prepared a statement of the indebtedness 
as you were requested to do? 

Mr. Naruan. I have, but I won’t give it unless I don’t have to say 
it in public. 

Mr. DeWrnp. Well, I wouldn’t pass on that, but will you please 
hand to the chairman, or have handed to the chairman, a statement of 
your outstanding indebtedness now? 

Mr. Buiack. Well, now, without waiving his position that he as- 
sumed when he refused to answer that prior question, I would say this 
to the committee: that Mr. Nathan is perfectly willing to submit this 
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list to this committee in executive session, and where it will be pro- 
tected by the rules of the House. 

Mr. DeWinpv. Well, don’t you think, Mr. Black, that how the testi- 
mony should be received and what should be done with it, is a matter 
that should be decided by the committee ¢ 

Mr. Buack. It could be just as well decided, Mr. DeWind, in execu- 
tive session. 

I mean, that is the reason these committees have the right to have 
executive sessions, I think. There seems to be no other good reason 
for it. I don’t want to be unnecessarily interfering with you, but I 
have a client whose rights I must protect. 

Mr. Byrnes. Mr. Chairman, we cannot go on listening to speeches 
by the counsel, and arguments that have no particular merit, as far as 
being made here—if they have any place to be aired, they are in court 
in the proper judicial proceedings. I think what the committee should 
do is simply request the information, and if it is refused, let the wit- 
ness refuse, or give us the information. Counsel can certainly recom- 
mend to his client whether he wants to object or does not want to 
object. 

Mr. Buack. I would like to be relieved of doing that by the action 
of the committee. 

Mr. Byrnes. We cannot spend half of the day with arguments that 
are arguments that should be made, if any place, to a court rather than 
to this committee. 

Chairman Kine. You had requested of Mr. Nathan, Mr. Counsel, 
that he present to this committee a list of his indebtedness ? 

Mr. DeWinp. Yes. As I understood the request last night, Mr. 
Chairman, it was to provide a statement of income, receipts, and dis- 
bursements and borrowings, since 1946 to date. 

Chairman Kine. Have you employed yourself at that job, Mr. 
Nathan? 

Mr. Narnan. I have had so much to think about all night—I have 
thought of some of them; but I believe, Mr. Chairman, you said yester- 
day, if I could get you some list, you would keep these people’s names 
out of it. 

Chairman Kina. I do not know, Mr. Nathan. 

Mr. Brack. I do not think the Chair said that to him, at all, and 
T don’t think the Chair said that at all. 

Mr. Natuan. Perhaps I misunderstood it. 

Chairman Kine. You have not completed the list? 

Mr. Natuan. No. 

. Chairman Kine. When are you going to commence compiling the 
ist § 

Mr. Naruan. I will try my best tonight, after this is over, and 
maybe tomorrow at the latest. 

Chairman Kine. Very well. 

Mr. Byrnes. Mr. Chairman, if he is going to prepare a list and 
take 2 or 3 days, this committee cannot sit just waiting for a list of 
that kind, and I do not know why he cannot answer the questions at 
this time, to the best of his memory, and get the information in 
that way. 

Chairman Krvg. After all, if you request the witness here to pro- 
vide the committee with a list, and yet occupy him almost full time 
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as a witness, it would appear to be a bit unreasonable to demand too 
much of him. 

Can you have the list, Mr. Nathan, by tomorrow, in the morning / 

Mr. Naruan. Yes, sir, | will try the best I can. 

Chairman Kine. Very well. 

Mr. DeWinpv. Mr. Nathan, you, of course, recall the fact you were 
asked to get this information as early as November 24 or November 
25, at a closed session, do you not ¢ 

Mr. Narnan. Beg pardon ¢ 

Mr. DeWrnp. Do you not recall you were asked for this informa- 
tion on November 24 and November 25 ¢ 

Mr. Naruan. I don’t recall it, no, sir. 

Mr. Buack. I have got to say something. and then I will stop, and 
I don’t want to be a nuisance around here, but I have got to protect 
this man’s right. 

Mr. DeWind referred to something that happened in a closed ses- 
sion, and there is nothing more sacred to Congress than the secreey 
of a closed session, and so held by it, and even the House itself can't 
abrogate the secrecy of a closed session except by suspension of the 
rules. So I know it is convenient to do this, and I am not going to 
make too much of a point of it. 

Chairman Kine. Very well, Mr. Black. 

I must remind Mr. Nathan again that the committee is now aware 
that before noon tomorrow, we shall have the list that has been re- 
quested by the counsel. 

Mr. DeWinp. Mr. Nathan, did you win or lose, or did you have 
net winnings or net losses, at gambling last vear, in 19504 

Mr. Naruan. I never kept track, and [ wouldn't know. 

Mr. DeWinp, You never kept track ¢ 

Mr. Narnan. No. 

Mr. DeWinp. Did vou engage in extensive gambling during 1950 / 

Mr. Narnan. Fairly extensive, and I went to the race tracks a few 
times, quite a few times. 

Mr. DeWixp. Did you go to gambling houses? 

Mr. Narnan. I don't believe so. 

Mr. DeWinv. Well, how did vou manage to prepare your tax re 
turns? 

Mr. Narnan. I turned everything over to my accountant, and he 
prepared them. 

Mr. DeWinp. But you say you had no records of your winnings or 
losings ¢ 

Mr. Narnuan. No, not of the gambling, and T didn’t win or lose, 
and I don’t know how I did with them. T might have lost. 

Mr. DeW inp. Well, maybe you won? 

Mr. Narnan. I don’t think so: Iam pretty sure T didn’t. 

Mr. DeWrnp. If you didn’t keep any record and you have no recol- 
lection of what you won or what you lost, how do you know you pre- 
pared an accurate income-tax return ? 

Mr. Naruan. I know what I had left and I know what T made, and 
I told him what I made, and I filed for it. 

Mr. DeWtnp. But you say you didn’t know how much you may have 
won or lost at gambling. 

Mr. Narnan. I am pretty sure J lost on gambling. If I had won, 
IT would have had extra money. 
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Mr. DeWinv. How about the vear 1949? 

Mr. Naruan. I don’t remember that. My accountants got every- 
thing. 

Mr. DeWrnpv. Did you ever have net winnings at gambling for a 
year? 

* Mr. Narran. I don’t believe so. 

Mr. DeWrnpv. You think that you always lost ? 

Mr. Narnan. Maybe I made a little bit, some, and I don’t know how 
I did, and I really don't. 

Mr. DeWinp. Did you ever report any net winnings on your iIncome- 
tax returns ¢ 

Mr. Narnan. No, sir: no winnings. 

Mr. DeWinpv. Did I understand you to say that you had extensive 
gambling losses this vear? 

Mr. Narnan. I probably had, ves, sir. 

Mr. DeWinxpv. What do you mean by “extensive”? At least how 
much ¢ 

Mr. Naruan. I really have no idea. 

Mr. DeWinp. Well, is it at least $5,000? 

Mr. Naruan. It is more than that. 

Mr. DeWrnv. At least $10,000? 

Mr. Naruan. Probably more than that, I guess. 

Mr. DeWrnv. At least $20,000 7 

Mr. Natnan. It could be, and it could be more than that, I guess. 

Mr. DeWrnp. It could be more than that ? 

Mr. Natuan. Yes, sir; and I don’t have no idea. 

Mr. DeWinp. Have you ever lost that much before? 

Mr. Natuan. If I had it, I probably would have lost it, and I 
don’t know if I had it or not. 

Mr. DeWrnp. Well, as soon as you had any money, do you use it 
for gambling? Is that what you are saying? 

Mr. Naruan. I like to play. 

Mr. DeWinp. Well, as soon as you have any money, is that what 
you do with it? 

Mr. Narnan. Not exactly; no. I don’t go and look for it that 
fast. 

Mr. DeWrnp. Well, I understood you to say that if vou had the 
money, you supposed vou must have gambled it. 

Mr. Natuan. I probably did, if I haven't got it. 

Mr. DeWinxv. How much were your yearly bills, approximately, at 
the Mayflower ? 

Mr. Naruan. Thave no idea. They have it there. 

Mr. DeWinp. How did you treat those expenses on your income-tax 
returns ? 

Mr. Natuan. I would tell my accountant roughly what IT think I 
spent, and he would put it down, and he would charge it off that way, 
I guess. 

Mr. DeWinp. All of your living expenses at the Mayflower, you 
deducted for income-tax purposes ¢ 

Mr. Naruan. Not all of them, no, sir; I don’t believe all of it, by 
any means. 

Mr. DeWinp. How did you decide just how much to—— 

Mr. Naruan. I took a rough guess as to what I was entitled to take 
off, and T took it off. 
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Mr. DeWrnp. How did you decide? 

Mr. Naruan. Just by guess, and nothing else. 

Mr. DeW1inp. What were you guessing at? 

Mr. Natuan. I beg pardon? 

Mr. DeWrnp. What were you trying to guess? You were trying 
to guess at some figure, and now, just what was the figure you were 
trying to guess at? 

Mr. Naruan. Some charge-off, about $10,000 a year for expenses 
and entertainment, and things like that. 

Mr. DeWtnp. Well, you charge off about $10,000, you say, for en- 
tertainment; and how about your living expenses, though ? 

Mr. Natruan. Everything, I would check that off for. 

Mr. DeWrnp. How about travel expenses ? 

Mr. Naruan. Yes. If you ask me questions, if I don’t answer them 
right now, now I don’t understand some of your questions. Maybe 
if you are trying to trick me, I don’t know, I really don’t. 

Yhairman Kine. Do not answer any question unless you under- 
stand it, Mr. Nathan. 

Mr. Naruan. Thank you very much. He says something about 
living expenses, and all, and I don’t know what he is asking me 
about. 

Mr. DeWrnp. Do you deduct, on your income-tax returns, the 
amount you pay the Mayflower for your room ? 

Mr. Natruan. I just put a total amount of $10,000 in on traveling 
and expenses on the road; that is what I do. 

Mr. DeWrnp. That is all you deduct? 

Mr. Narwan. Yes, sir. 

Mr. DeWrnp. Every year you just claim $10,000? 

Mr. Naruan. Around $10,000, since my accountant has been filing 
that. 

Mr. DeWrnp. How long has that been? 

Mr. Naruan. The last 3 or 4 years, I guess. 

Mr. DeWrnp. Each year for the last 3 or 4 years, that is, 1947, 1945, 
and 1949, and 1950? 

Mr. Naruan. I am not sure, and he has got the records, and | 
wouldn’t know, and I know he has filed what I told him to file for. 

Mr. DeWrxp. Well, now, Mr. Nathan, let me understand this, be 
cause we have been informed by your accountants that you give him 
no records; that all the records he gets are from various companies. 

Mr. Naruan. That is right. And my expenses—I tell him what |! 
think I spent roughly, and he puts it down. 

Mr. DeWrnp. And every year you think you have spent $10,000; i: 
that right? 

Mr. Natuan. I am pretty sure I have spent that much. 

Mr. DeWrnp. You think that is an understatement of your de 
ductible expenses ? 

Mr. NarHan. I am pretty sure it would be. 

Mr. DeWinp. How much do you think yeur deductible expenses 
really would be? 

Mr. Naruan. I have no idea. I don’t keep track that way. 

Mr. Byrnes. Can you give us an estimate as to the breakdown of 
that $10,000? How much of that $10,000 was for meals ¢# 

Mr. Natuan. I wouldn’t have any idea, sir. 
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Mr. Byrnes. How much for room rent? 

Mr. Naruan. I wouldn’t have any idea, sir. 

Mr. Byrnes. How much for travel? 

Mr. Natuan. I wouldn’t have any idea, sir. 

Mr. Byrnes. Do you have any idea at all how you arrived at 
$10,000 ¢ 

Mr. Naruan. I just took off $10,000 roughly. I am sure it was 
more. 

Mr. Byrnes. You have nothing to justify it whatever? 

Mr. Natuan. Beg pardon? 

Mr. Byrnes. You have nothing to justify it? 

Mr. Naruan. Outside of the records at the hotels and things like 
that, that I could get. But I haven’t got them here. 

Mr. Byrnes. You do not know how you made that guess, that 
$10,000 ¢ 

Mr. Naruan. I just figured I would take $10,000 off, because I 
thought I was within the right means of doing it. 

Mr. Byrnes. It was just a figure picked out of the air? 

Mr. Naruan. That is right, sir. I thought I would surely spend 
$10,000, maybe more. 

Mr. Byrnes. But you do not have any idea at all whether you spent 
$10,000 or $15,000; do you? 

Mr. Natuan. All the hotel bills and things like that will show 
where I have jumped around all over the country, trying to get deals 
together. 

Mr. Byrnes. Was all your travel and all your living at hotels in 
connection with business deals ? 

Mr. NaruHan. Surely. 

Mr. Byrnes. But you do not know really whether you spent $15,000 
a year or $5,000 a vear; do you? 

Mr. Naruan. I know I spent over $10,000. 

Mr. Byrnes. Over $10,000. 

Mr. Naruan. Yes; I am pretty sure I spent over $10,000. I have 
no records here to show it, but I am pretty sure I spent over ten. 

Mr. Byrnes. You canont even give us any breakdown of that 
$10,000, what percentage was room rent, what percentage was travel? 

Mr. Naruan. No, sir; I don’t have it here. Really I don’t. 

Mr. DaWime. Did you deduct the long-distance me Hace toll 
charges ¢ 

Mr. Narwan. I didn’t deduct anything in particular. Just one 
amount. 

Mr. DeWinp. Did you figure that in, in your estimate? 

Mr. Naruan. I didn’t figure anything in. I just told him to take 
$10,000 off. 

Mr. DeWrnp. You kept no other financial records? You kept no 
financial records? 

Mr. Natuan. No, sir. 

Mr. DeWinp. Did you ever receive any payment or advance of 
money from the Aaron & Freidus Corp. ? 

Mr. NarHan. No, sir. 

Mr. Biack. At this point, may the witness add to the statement he 
made of yesterday as to his income? He overlooked one matter. 
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Mr. Naruan. I believe I forgot to tell you about making some. 
where around $40,000 on a pipe deal, oil-well pipe that I sold. | 
believe I told you that before, but I probably forgot to tell you that 
yesterday. 

Mr. DeWrnv. You say you were able to buy and sell some oil pipe! 

Mr. Naruan. Yes, sir. 

Mr. DeWinpb. And made $40,000? 

Mr. Narnan. Around, approximately. 

Mr. DeWinp. To whom did you sell that pipe? 

Mr. Naruan. To the United States Oil Co., Mr. Wiley Moore. 

Mr. DeWinv. Mr. Wiley Moore of Atlanta / 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. The United States Oil Co. purchased the pipe from 
you‘ 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. And your profit on the transaction was $40,000? 

Mr. Nariuan. Approximately. 

Mr. DeWinp. What vear was that in? 

Mr. Narnan. I believe that was the first part of this year. I am 
not sure, now, 

Mr. DeWinp. From whom did you buy the pipe? 

Mr. Naruan. From the Copperweld Steel: and they sent it over 
to Pittsburgh Steel to make the rounds, to make the pipe. 

Mr. DeWinp. Well, why were you asked by Mr. Moore to buy the 
. 

Mr. Naruan. Mr. Moore knew that I had this pipe to sell. 

Mr. DeWixp. How had you a ‘quired the pipe! 

Mr. Naruan. Through Mr. Bill MeIlvaine, the vice president of 
the Copperweld Steel Co. 

Mr. DeWinp. Mr. Bill McIlvaine? How do you spell “McIlvaine”? 

Mr. Naruan. I really don’t know. 

Mr. DeWinv. How did you come to buy pipe through Mr. 
Mell vaine? 

Mr. Naruan. Well, a good friend of mine introduced him to me, 
and we became friendly, ‘and they were handling some oil-well pipe, 
and he knew I was fooling around with oil deals, and I asked him if 
I could get some pipe. He told me he would try to get me 500 tons, 
but he got me about 370 tons. 

Mr. DeWinp. How did you finance that transaction? 

Mr. Naruan. I didn’t finance it at all. 

Mr. DeWrnpb. Did you enter into a contract with the Copperweld 
Co. to buy the pipe ¢ 

Mr. Naruan. No, sir. 

Mr. DeWinxp. You just got a commitment from Mr. MeTlvaine th: at 
he would deliver that much to you ¢ 

Mr. Narnan. He sent me a letter one time about it ; yes. 

Mr. DeWinp. And then you approached Mr. Wiley Moore; is that 
right? 

Mr. Naruan. I didn’t approach Mr. Wiley Moore. Mr. Wiley 
Moore heard about it and approached me. 

Mr. DeWrnp. How did he hear about it ? 

Mr. Narinan. Probably through his son-in-law, who was his partner 
in the lumber business. 
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Mr. DeWinp. Is that Mr. Booth ¢ 

Mr. Naruan. Yes, sir. 

Mr. DeW inp. You told Mr. Booth, and Mr. Booth told Mr. Moore? 

Mr. Naruan. Probably. I might have told Mr. Moore myself. I 
don’t know. I went on some other deals with Mr. Moore. 

Mr. DeWinp. Well, is that all of that transaction / 

Mr. Naruan. Beg pardon? 

Mr. DeWrnp. Have you told us all about that transaction now 4 
That oil pipe? Have you told us everything about the oil pipe? 

Mr. Natrnan. It is not fully paid for yet. 

Mr. DeWrixpv. You mean Mr. Moore hasn't paid you for it yet? 

Mr. Naruan. Not all of it. 

Mr. DeWinp. Well, this profit of $40,000: is that the profit that 
you received, or the profit you were owed i 

Mr. Naruan. I received the profit, but he still owes some money 
on it. 

Mr. DeWinp. To Copperweld Steel? 

Mr. Naruan. Yes, sir. Through my company to Copperweld 
Steel. 

Mr. DeWinp. What is vour company ¢ 

Mr. Naruan. Nathan-Booth Co. 

Mr. DeWinv. Oh, that is the lumber company in Atlanta you re 
ferred to? . 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. And they buy oil pipe, too? 

Mr. Naruan. We buy anything to make a dollar. 

Mr. DeWinv. Now, is Mr. Moore indebted to your company ? 

Mr. Natuan. He owes it to my company, and my company owes it 
to the Copperweld Steel Co. ; 

Mr. DeWixp. The Copperweld Steel Co. is waiting until vou get 
payment; is that right 

Mr. Narnan. Yes, sir. 

Mr. Byrnes. Was this Nathan-Booth Co. ever engaged in any other 
purchases or sales of pipe of this kind ¢ 

Mr. Natuan. That was the only pipe deal that I had, sir. 

Mr. Byrnes. This pipe deal is really what you normally refer to as 
a vray-market transaction, is it not ¢ ; 

Mr. Naruan. No gray market, sir, no, sir. I was going to use it 
for some of our wells we were going to drill out there. and they didn’t 
drill them. so T canceled the pipe, and Mr. Moore bought it. 

_ Mr. Byrnes. In the first instance, you had no intention of resell- 
Ing it? 

Mr. Narnan. Not at first. no, sir. We thought we were going to 
use it for drilling some wells. : 

Mr. Byrnes. Was it not delivered by the steel company to Mr. 
Moore? ¥ 

Mr. Naruan. I directed them to deliver it to Mr. Moore. Mr. 
Moore asked me over the telephone if I would sell him the pipe. First 
he sent some other people from Texas to me to buy it, and I asked 
him for a letter of credit. es 

Mr. Byrnes. So you really sold it before you got delivery of it? 

Mr. Naruan. They delivered it. I didn’t have delivery. 

Mr. Byrnes. You never had the pipe, did you 4 ' 








1408 


INTERNAL REVENUE INVESTIGATION 


Mr. Natruan. We sent it direct to them. 


Mr. Byrnes. So that you changed your mind even before delivery 


of the pipe? 


Mr. Natuan. We didn’t have no wells to drill at the time, and the 


was ready. 


pi 
Mr. DeWrnp. Going back to the other matter, then, that I started 
to ask you about: Have you ever received any advance or payment 


from Mr. Aaron or Mr. Freidus or their corporation ? 
Mr. Natuan. No, sir. 
Mr. DeW inv. Do you know Mr. Aaron or Mr. Freidus ? 
Mr. Natuan. I believe I met Mr. Freidus once. 
Mr. DeW inp. How did you meet Mr. Freidus? 


Mr. Natuan. Mr. Booth invented a Hy-ro-vor, a machine that 
And Mr. Booth and I and my son went up 


speeds up machinery. 
to Mr. Aaron to try to get him to manufacture that thing for us. 


He had a big machinery company. 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


DeWInn. 
NATHAN. 


DeWIND. 


NATHAN. 


DeWInNp. 


NATHAN. 


DeWINpD. 


NATHAN. 
DEWINpD. 
NATHAN. 


DeWiNop. 


NATHAN. 


DeWInNpD. 


How did you happen to go to Mr. Aaron? 
Through Mr. Knohl. 

Mr. Larry Knohl? 

Yes, sir. 

Was Mr. Knohl a friend of yours? 

Yes, sir. 

How long have you known Mr. Knohl? 
Oh, maybe a couple of years or so. 

How did you first meet him ? 

I really don’t remember where I met him. 
Well, who introduced you to Mr. Knohl ? 
I really don’t remember, sir. 

Where have you seen Mr. Knohl? 





Mr. Oh, I seen him here in Washington a number of 
times. 
Mr. 


Mr. 


NATHAN. 


Where? 

Down at the Mayflower. 

Around the Mayflower. In your room? 

In the lobby. He probably came up to my room. 
My son was supposed to marry his daughter. 


DeWInp. 
NATHAN. 
Mr. DeWrnp. 
Mr. NarHan. 
I don’t remember. 
They were engaged. 
Mr. DEW rnb. When did the engagement take 
Mr. Natnan. Oh, I don’t know when it too 
up 2 weeks before they got married. 
Mr. DeWinp. Do you remember what year that was? 
Mr. Naruan. I really don’t. It was during that time that he took 
me up to Mr. Freidus’s office to try to sell him this Hy-ro-vor. 
Mr. DeWinp. That is, he took youto New York? 
Mr. Naruan. He told me about trying to sell this thing to Mr. 
Freidus. 
“ Mr. DeWinp. Well, did you ever hear of the Pacific Managemen 
0. ? 


Mr. Naruan. No, sir. 


ape 
place, but it broke 


I don’t believe so. 


Mr. DeWrnp. Well, did you ever get a payment of $3,000 from 
the Pacific Management Co. ? 
Mr. Naruan. I really don’t know who they are, offhand. 
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Mr. DeWrnp. I believe the Pacific Management Co. is some sort 
of financing or clearing house corporation for the Aaron and Freidus 
interests. 

Mr. Natruan. I really don’t know who they are, sir. 

Mr. DeWrnp. Well, did you ever become entitled to or receive any 

ayment from Aaron "and Freidus or any corporation in which they 
fad an interest ¢ 

Mr. Natnan. I don’t think so, no, sir. 

Mr. DeWinp. Did you tell Mr. Aaron and Mr. Freidus that you 
knew Mr. Caudle ? 

Mr. Naruan. No, sir. 

Mr. DeWinp. Are you sure of that? 

Mr. Naruan. I am very sure of it. 

Mr. DeWinp. Did vou ever tell Mr. Knohl you knew Mr. Caudle? 

Mr. Naruan. No, sir. He probably knew I knew him, but I never 
had no discussions with him feng it. 

Mr. Buack. May I have a minute with Mr. Nathan ¢ 

Chairman Kine. You may. 

(Mr. Black consults with Mr. Nathan.) 

Mr. Naruan. I made some money with Mr. Knohl. I sold him 
an oil deal out in Kansas. 

Mr. DeWrnv. Well, let’s go back to that in a minute. 

You say Mr. Knohl probably knew that you were a friend of Mr. 

a ag st / 

Mr. Naruan. He probably knew it, I guess. 

Mr. DeW inp. How did he know that? 

Mr. Naruan. He probably seen me with him. A lot of people 
probably seen me with him. 

Mr. DeWinp. Do you know of any specific place that Mr. Knohl 
saw you with Mr. Caudle? 

Mr. Naruan. Not offhand, no, sir. 

Mr. DeWtnp. Well, now, just think back and see if you can’t tell 
the committee where you met Mr. Knohl and how you happened to 
meet him. 

Mr. Narwan. I really can’t think back, sir. 

Mr. DeWinp. Was Mr. Knohl’s daughter ever around your house 
when Mr. Caudle was there? 

Mr. Naruan. I don’t believe so. I don’t remember, sir. 

Mr. DeWinv. Were Mr. Knohl and Mr. Caudle ever at your house 
together ? 

‘Mr. Narwan. I don’t believe so, never. 

Mr. DeWrnp. Did you ever meet with Mr. Knohl and Mr. Caudle 
anywhere else than your home? 

Mr. Narnan. No, sir. 

Mr. DeWinp. You have never been together with Mr. Knohl and 
Mr. Caudle? 

Mr. Natuan. Not that I can remember, no, sir. It might have 
been, but I don’t remember. 

Mr. DeWrnp. Did Mr. Knohl ever discuss the Aaron and Freidus 
tax case with you? 

Mr. Narnan. No, sir. 

Mr. DeWinp. Never mentioned it to you? 

Mr. Natuan. No, sir. If he did, I didn’t pay no attention to him. 
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Mr. DeWinp. That is different. Did he ever mention it to you? 

Mr. Naruan. I am pretty sure he never did. 

Mr. DeWinv. What sort of reservation do you have in your mind 
when you say, “I am pretty sure he never did”? 

Mr. Naruan. Because | didn’t pay no attention to no tax cases. 
I never talked to him. A lot of people told me about tax cases or 
something like that, but I didn’t pay no attention to them. 

Mr. DeWinp. You say there were a lot of people that told you about 
tax cases ¢ 

Mr. Narnan. A few people. They didn’t tell me. They just asked 
me sometimes about tax cases. I didn’t pay no attention to none of 
them. 

Mr. DeWtxp. You said “a lot of people”? 

Mr. Narwan. I said a few people. I don’t know how many. I 
didn’t count them. I don’t know. People come and talk to you. I 
never pay no attention to them things. 

Mr. DeWixp. Why do you suppose people would come and talk to 
you about tax cases? 

Mr. Naruan. I wouldn't know. Probably because they thought 
I was friendly with Mr. Caudle and maybe they thought they could 
get some help. 

Mr. Byrnes. What did they ask you about tax cases? What do you 
mean when you say you talked to them and they asked you about it? 

Mr. Naruan. The minute they started talking to me about tax 
cases, I would tell them, “Go and get a lawyer.” 

Mr. Byrnes. But what do you mean by talking to you about tax 
cases ¢ 

Mr. Naruan. They might have some tax troubles, or things like 
that. Idon't know. Iam no lawyer. I couldn't tell them something. 
I just told them, “Go and get yourself a lawyer,” if they ever talked 
to me about tax cases, 

Mr. Byrnes. What would they tell you? 

Mr. Naruan. They would start telling me they had tax troubles. 
I would say, “Go and get yourself a lawyer. [am not lawyer.” 

Mr. Byrnes. Would they want you to give them some advice? 

Mr. Naruan. No, sir. They probably thought I could get some 
help from Mr. Caudle. T wouldn't know what their ideas were. 

Mr. Byrnes. Was that what they asked you, though ¢ 

Mr. Naruan. They probably didn't say, but they probably meant 
itthat way. Lam pretty sure they might have thought they could get 
some help. But T never asked Mr. Caudle for no help on no tax cases 
at no time. 

Mr. Byrnes. You never talked to Mr. Caudle at any time about a 
tax case / 

Mr. Narnan. I don’t believe we ever discussed a tax case. I am 
pretty sure we never did. 

Mr. Byrnes. You are positive about it, are you? 

Mr. Narnan. I am pretty positive, sir. 

Mr. Byrnes. I think you ought to be one way or the other, here, 
right now. 

Mr. Narnan. Well, if some subject might have come up about a tax 
ease, LT wouldn't know what it was all about. But somebody might 
have been talking to him when I was standing with him or something, 
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some lawyer or something, maybe, sometime. I wouldn't know. I 
didn’t pay no attention to it. I was never interested in tax cases, sir. 

Mr. Byrnes. You never talked to Mr. Caudle about any tax case ‘ 

Mr. Natunan,. No, sir. 

Mr. Byrnes. Who were these people that would tell you their tax 
troubles ? 

Mr. Naruan. Different people. 

Mr. Byrnes. Name one. 

Mr. Naruan. Well. there was a fellow one time came to me from 
Jacksonville, Fla., by the name of Harry Wyman. He was the first 
man ever came to me. That is why I remember him so good. He 
said he had tax troubles. And I didn’t pay no attention to him. He 
was already convic ted, and he was trying to get some kind of a settle- 
ment for his taxes. But I didn’t know what. to do. I told him to go 
and get himself a lawyer. 

Mr. Byrnes. Did you suggest the lawyer to him ¢ 

Mr. Narnan. No, sir: 1 never sugested a lawyer to nobody. 

Mr. Byrnes. Who else approached you? 

Mr. Natuan. Oh, different fellows around race tracks and one place 
or another would see me around there, and probably knew that I knew 
Mr. Caudle. But I wouldn't pay no attention to them. Ll cut them 
short real quick all the time. Never talked no tax cases to nobody. 

Mr. Byrnes. How would they know you knew Mr. Caudle? 

Mr. Narwan. They seen me with him. 

Mr. Byrnes. Where ? 

Mr. Naruan. Different race tracks. 

Mr. Byrnes. How many times did you go to the race tracks with 
Mr. Caudle? 

Mr. Naruan. Oh, 1 wouldn't know. I never counted them. 

Mr. Byrnes. Quite a few times? 

Mr. Narnan. A few times; yes, sir. 

Mr. Byrnes. Did you go to the race tracks with any other Govern- 
ment official / 

Mr. Natwan. I don't believe so. 

Mr. Byrnes. No other official was ever with Caudle at the time that 
he was with you? 

Mr. Natuan. His wife went along a lot of times. 

Mr. Byrnes. Where were these tracks? 

Mr. Natuan. Well, Florida and Maryland and New York. 

Mr. Byrnes. Can you give us an estimate as to how many times 
you —— 

Mr. Narnan. | really couldn't. [I never counted them. Honestly, 
I couldn't. : 

Mr. Byrnes. When was the last time you went to the races with 
Mr. Caudle ¢ 

Mr. Natuan. It could have been last spring, or it could have been 
last fall. I don’t know for sure. I don’t remember, really. It wasn't 
this summer at all. We didn’t go. 

Mr. Byrnes. How many times did you go last fall ? 

Mr. Navman. I wouldn't know. Really, I wouldn't. 

Mr. Byrnes. Did you go this spring? 

Mr. Navman. I don’t remember. sir. 

Mr. Byrnes. Would vou ask Mr. Caudle to go with you, or did he 
ask you to go with him ? 
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Mr. Naruan. I asked him most of the times. 

Mr. Byrnes. Most of the times you asked him, did he go with you’ 

Mr. Narnan. Well, if he had time he might have went. A lot of 
times he didn’t have time when I asked him. I went quite a number 
of times myself. 

Mr. Byrnes. Did you ever go to the races with anybody in Mr. 
Caudle’s office ? 

Mr. Naruan. No, sir. I don’t believe so. I am pretty sure not, 
unless somebody was along that I don’t remember. 

Mr. Byrnes. Anybody in the Internal Revenue Bureau ? 

Mr. Narnan. No, sir. Don’t know anybody there. 

Mr. Byrnes. You don’t know anybody there? 

Mr. Narnuan. I don’t believe I do. 

' Mr. Byrnes. Never met anybody from the Internal Revenue 
3ureau ? 

Mr. Naruwan. I don't believe I know any of them there. I might 
have met some of them, but I wouldn’t know they were with the 
Internal Revenue Bureau. 

Mr. Byrnes. Well, now, you know, do you_not, that you met 
members of the Internal Revenue Bureau in Florida? You have 
already testified to that, [ believe. 


Mr. Narnwan. I met who? 
Mr. Byrnes. Members of the staff of the Internal Revenue Bureau. 


Mr. Naruan. I didn’t know what you meant. I thought you meant 
the Department of Justice. I met Mr. Turner Smith there, Mr. 
Rothwacks there. 

Mr. Byrnes. Did you ever go to the races with either of those two 
gentlemen ? 

Mr. Naruan. I don’t believe so. 

Mr. Byrnes. Are you sure? 

Mr. Naruan. As far as I can remember, I don’t believe so. 

Mr. Byrnes. You have never met anybody in the Internal Revenue 
Bureau? Did you ever meet Mr. Oliphant ? 

Mr. Narnan. The name—I met, I believe, once at Louisville, Ky.. 
standing up against a bar. I believe we had a drink. But I didn’t 
meet him. I just said “hello” to him. Somebody told me who he was. 

Mr. Byrnes. What were you doing in Louisville? 

Mr. Naruan. The Kentucky Derby. 

Mr. Byrnes. You met Mr. Oliphant there? 

Mr. Narnan. Yes, sir; I believe so. Now, I wasn’t introduced to 
him, but I met him there. He was probably having a drink at the 
bar there or something. Somebody told me who he was. But I never 
talked to the man. Never had any association with him of any kind. 
Never went nowhere with him. 

Mr. Byrnes. Did you ever see him after that? 

Mr. Naruan. I might have seen him on the street. F might have 
seen him at another race track, I guess. But I never went with the 
man in my life; no, sir. Never had no talks with him about anything 
in my whole life. 

Mr. Byrnes. And you do not know of any other person in thie 
Internal Revenue Bureau that you met? 

Mr. Natuan. No, sir; I really don’t. I might have met some, but 
I don’t know who they are. I meet lots of people. I really don't 
know who they are. 
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Mr. Byrnes. You do not know them by name or to talk to? 

Mr. Naruan. No. That isa fact. That is the truth. 

Mr. Byrnes. Was your meeting with Mr. Oliphant purely acci- 
dental? 

Mr. Natuan. Positively. 

Mr. Byrnes. That is all. 

Mr. DeWinp. Who else was in the group with you at that time, 
at the Kentucky Derby, when you met Mr. Oliphant ? 

Mr. Naruan. Well, I was down there myself. I met a lot of people 
down there. Mr. Caudle was there with his wife. Mr. Kingsley was 
there. And there were a hundred thousand people there. I can’t 
remember all the people or who I knew. 

Mr. DeWine. But who was in the group standing with Mr. Oli- 
yhant ¢ 
Mr. Naruan. I remember him distinctly standing there when I had 
a drink, and when I walked away somebody might have said to me, 
“That is Charlie Oliphant,” but I never met him in my life before 
that, never seen him before that. 

Mr. DeWrnp. Have you ever met Mr. Keith Beaty? 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. Where did you meet Mr. Beaty? 

Mr. Natuan. I believe I met him up here in Washington or in 
Florida—I don’t know which. One of the two. 

Mr. DeWrnp. In Washington or Florida? 

Mr. Natruan. Yes. I don’t remember which. 

Mr. DEW inp. How did you meet him? 

Mr. Naruan. Oh, I don’t remember. Mr. Caudle might have intro- 
duced him to me. 

Mr. DeWinp. Well, don’t you know it was Mr. Caudle that intro- 
duced him to you? 

Mr. NatrHan. I am not sure, sir. Really, I don’t know. It might 
have been Charlie Caudle, Mr. Caudle’s brother, who introduced me 
to him. I meet so many people I really don’t remember. 

Mr. DeWrnp. You think it might be Mr. Caudle or his brother who 
introduced you? 

Mr. NatHan. It could have been. I am pretty sure it might have 
been one of them two, but Iam not positive. 

Mr. DeWrnp. And you think it may have been in Florida, or it 
‘ould have been in Washington ? 

Mr. Naruan. It could have been; yes. 

Mr. DeWrnpv. Did you ever have any dealings thereafter with Mr. 
Keith Beaty? 

Mr. Natuan. No, sir. 

Mr. DeWinp. No business transactions ? 

Mr. Naruan. About acar once. He got it for me, or he paid for it. 

Mr. DeWrnp. You say he paid for it? 

Mr. Natuan. Yes. He paid for it, and then I reimbursed him. 

Mr. DeWrinp. When was that ? 

Mr. Naruan. I don’t remember what it was, maybe a year and a 
half or so ago. 

Mr. DeWinp. What kind of car was it? 

Mr. Natuan. I believe it was a Chevrolet. I am not sure. 

Mr. DeWinp. How did you arrange to get the car? 
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Mr. Naruan. Oh, we talked about. it, and he said he could get me 
a car cheaper than I would have to pay for it at some retail place. 

Mr. DeWtnp. Where did you have this conversation ? 

Mr. Naruan. I think it might have been in Florida. 

Mr. DeWrnp. Did he come to your house in Florida? 

Mr. Naruan. I think he was there once or twice; yes. I am not 
sure. Iam pretty sure he was there a couple of times. 

Mr. DeWinp. He said he could get you a car at fleet discount rates; 
is that it? 

Mr. Naruan. At his price: ves. He didn’t make no profit. 

Mr. DeWinp. So he bought the car and delivered it to you. Where 
did you get the car? 

Mr. Naruan. I think my son-in-law went up for it in Char- 
lotte, N.C. I was never there. 

Mr. DeWrnp. And how did you arrange to make the payment ? 

Mr. Naruan. I believe my son-in-law paid him. He put it on my 
son-in-law, and my son-in-law took the car. 

Mr. DeWrnp. He paid for it as soon as he took delivery ? 

Mr. Narnan. No; I don’t believe right away. He gave him the 
car without that. 

Mr. DeWinv. How long after you got delivery of the car did you 
pay for it? 

Mr. Naruan. My son-in-law transacted that. TI really don’t know. 

Mr. DeWinxv. Would it be a long time after you got the car, or a 
short time ? 

Mr. Naruan. It might have been a long time. I am not sure. I 
think it was quite a while. 

Mr. DeWinp. Why do you think it was quite a while? 

Mr. Naruan. I really don’t know. You are asking me, and I am 
telling you. 

Mr. DeWtnp. Youysay you think it was probably quite a while? 

Mr. Naruan. T really don’t remember. Honestly. I don’t. 

Mr. DeWinp. Did you see Mr. Keith Beaty at the Kentucky Derby / 

Mr. Narnan. I don’t remember if he was ever there or not, to tell 
you the truth. I don’t remember. 

Mr. Byrnes. What derby was that? Was this last year or the 
year before ? 

Mr. Naruan. It might have been this last year or the year before. 
I vo to quite a number, 

Mr. Byrnes. I mean when you met Mr. Oliphant and you also met 
Mr. Caudle and his wife there. 

Mr. Nariuan. I don’t know whether it was this year or last year. 

Mr. Byrnes. It could have been this year ¢ 

Mr. Naruan. It could have been this year; sure. It could have 
been last year, too. I was there both times. 

Mr. Byrnes. You have no recollection at all? 

Mr. Narnuan. I really don’t. It don’t stand out with me. That is 
why I don’t remember it. 

Mr. DeWinxp. How did you go down to the Kentucky Derby this 
year? 
" Mr. Naruan. I believe I flew up from Miami, Fla. 

Mr. DeWinp. Did you fly up on a commercial plane ? 

Mr. Nariman. Yes, sir. 
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Mr. DeWinv. How did you go the year before / 

Mr. Natrwan. I always flew down. 

Mr. DeWinp. Always on a commercial plane? 

Mr. Natnan. Yes, sir. 

Mr. DeWinp. Mr. Nathan, I would like to show you five checks 
drawn by Landulant Torrance on the Bank of America at ‘Torrance, 
Calif., all payable to the order of Frank Nathan, and numbered, 
respectively, 225, 376, 427, 452, and 554, and in the amounts respee- 
tively of $35,000, SLO.Q00, $5,000, 85,000, and 87,000. ‘The dates on the 
checks are, respectively, December 24, 1948: February 28, 1949; March 
9, 1949; March 9, 1949; and June 10,1949. T would like to ask you 
if you have seen these checks before. | Handing. | 

Mr. Naraan. There is just one of them that I believe T have seen. 

Mr. DeWinxp. What is that? 

Mr. Naruan. Just one of them I believe IT seen. Just one of them, 
the $10,000 one. 

Mr. DeWinp. Which one é 

Mr. Narnan. The $10,000 one. 

Mr. DeWinp. That is the only one you have ever seen / 

Mr. Naruan. Yes, sir. 

Mr. DeWinv. Well, look on the backs of those checks and tell me if 
they bear your endorsement. 

Mr. Naruan. They do not. I told Mr. Labowitz when IT owed him 
the money that I could send the checks to him direct and he could, 
endorse my name. I authorized him to do it. 

Mr. DeWixp. Those are not your signatures 

Mr. Natnan. No, sir. 

Mr. DeWtnxp. Except on one check ? 

Mr. Natruan. Yes, sir. 

Mr. DeWinxv. How did you authorize Mr. Labowitz? Orally or in 
writing ? 

Mr. Narnan. Orally. T told him he could do it. T owed him the 
money. 

Mr. DeWinp. You owed him all of that money? 

Mr. Narnan. I probably did, and more, at different times. 

Mr. DeWinpv. Probably you did, and more? 

Mr. Narnan. Could have been. 

Mr. DeWrnp. So, prior to December 24, 1948. you owed Mr, Labow- 
itz at least $35,000; is that right ¢ 

Mr. Naruan. I don’t know prior to December. 

Mr. DeWinp. Well. vou will notice that that first check, dated 
December 24, 1948 

Mr, Narnan. Whenever I started making money out of these deals, 
then I told him he could take the checks when they were coming 
through. 

Mr. DeWinp. All right. Just a minute. 

You will notice that the December 1948 check is for $35,000, 

Mr. Naruan. Yes, sir. 

Mr. DeWixp. Now, you turned that over to Mr. Labowitz; did you? 

Mr. NarHan. Yes, sir. 

Mr. DeWixp. Now, does that mean that at that time you owed 
him at least $35,000? 

Mr. Narnman. Yes: Lam pretty sure I did at that time. 

Mr. DeWinp. Did you owe him more than $35,000 at that time? 
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Mr. Naruan. Might have been. He kept record of it. I didn’t. 

Mr. DeWrnp. Does looking at that check help you to remember 
when Mr. Labowitz started to advance money to you? 

Mr. Naruan. Well, I wouldn’t know. e would drill a well. He 
laid money out for me in drilling the well. I got-him a loan of $20,000 
from a friend of mine over the telephone once. He didn't know the 
fellow. 

Mr. DeWinv. Who was that, that loaned $20,000 over the telephone ‘ 

Mr. Narwan. Mr. Abrams. He is since deceased. If you look 
through his canceled checks, you will see he mailed a check to Mr. 
Jordan for Mr. Labowitz’s account out there on an oil deal. Over 
the telephone I did that. 

Mr. DeWinp. That is Mr. Robert Jordan? 

Mr. Naruan. Yes, sir. He mailed a check to Robert M. Jordan. 
He owed him some money for some oil wells, for drilling wells and 
things, and Jordan was raising Cain about it. Labowitz was work- 
ing at that time, I believe, in Cincinnati, and I called him. Mr. 
Abrams did me the favor and loaned him the money, and Mr. Lab- 
owitz mailed some checks back to Abrams until it was paid. We 
helped one another out when we could. 

Mr. DeEWrnp. Did you have an interest in that oil deal, too? 

Mr. Naruan. Yes,sir. I bought $10,000 worth before it was drilled. 

Mr. DeWinp. When was this? 

Mr. NarHan. I don’t remember the time. I really don’t. 

Mr. DeWinpv. Now, that check for $35,000: will you look on the 
back of that, please? What endorsements appear there? 

Mr. Naruan. Frank Nathan; Joseph Labowitz. 

Mr. DeWinp. Those are both signed in Mr. Labowitz’s handwriting ? 

Mr. Narnan. I don’t know whose handwriting they are in, but | 
know that isn’t mine. 

Mr. DeWrnp. That indicates the check was cashed; doesn’t it? 

Mr. Naruan. He probably deposited it in his bank. I don’t know 
I told him to go ahead and use it. 

Mr. DeW inp. Would you have those checks handed back to me, 
lease ? 

How much in all did you borrow from Mr. Labowitz? You said it 
was in excess of $57,000. How much was it? 

Mr. Natruan. I wouldn't know. Different times we took off, added 
on. I wouldn't know how we stood at any particular time. 

Mr. DeW inp. Well, he was always ahead ¢ 

Mr. Natuan. Well, he probably was, because he was a money man 
and I wasn’t. 

Mr. DeWrnp. You always owed him money ? 

Mr. Naruan. Probably. Most of the time. 

Mr. DEWinp. Well, the other War Asset deal that you mentioned 
~~ the Cotton Valley oil plant. What was the company involved 
in that ? 

Mr. Naruan. The Dulien Steel Products Co. 

Mr. DeWinp. Dulien Steel Products. What was the name of th: 
oil plant? What was it, an oil-cracking plant? 

Mr. NatHAN. It was down in Cotton Valley, La. 

Mr. DeWinp. What was the name of the plant? Do you know! 

Mr. Natuan, No; I don’t really. 
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Mr. DeWrnp. Well, that was purchased by Dulien Steel Products 
Co. 

Mr. Natuan. I believe so. 

Mr. DeWinp. What was your participation in that transaction ? 

Mr. Naruan. Well, I was trying to get the Philippine Government 
to move a cracking plant over there. Mr. Dulien and I worked to- 
vether. He worked on his end, of getting the plant, and I worked on 
the other end, trying to get the deal through, to move a plant over 
to the Philippine Islands. 

Mr. DeWrnp. Did you have any success in that ? 

Mr. Naruan. My part, I didn’t; but Mr. Dulien had success in his. 

Mr. DeWinp. What was your share in Mr. Dulien’s plant ? 

Mr. Natuan. One-third interest. 

Mr. DeWrnp. That is, you got a one-third interest in any profits 
he might realize ¢ 

Mr. Naruan. He would have got two-thirds of any I might have 
realized. That is the understanding we had. 

Mr. DeWinp. Well, did that work out profitably ? 

Mr. Naruan. Since, it has; ves, sir. 

Mr. DEW rnb. How much did you make out of that? 

Mr. NarHan. Well, the deal is not consummated yet, but I will 
probably make about $40,000 out of that one. 

Mr. DeWixp. How much have you received to date ? 

Mr. Naruan. Beg pardon ? 

Mr. DeWrNxp. How much have you received up to now? 

Mr. Naruan. Probably most of it. 

Mr. DeWinv. Well, was that advanced to you also? 

Mr. Natuan. One part of it was. 

Mr. DeWrnp. What part of it? 

Mr. Narnan. After they started making money. 

Mr. DeWinp. Well, what part was advanced to you? 

Mr. Naruan. $30,000. $25,000 was wired to my bank, and I paid a 
=),000 amount for eetting the money in advance, from his sister. 
Mr. DeWinp. Was that Mr. Dulien’s sister 
Mr. Natuan. I believe it was. That is what he said it was. 
Mr. DeWrnp. She loaned you $30,000? 
Mr. Natuan. She loaned me $25,000, and T paid her $30,000 back. 
Mr. DeWrnp. All you received was $25,000? 
Mr. Naruan. Yes. She wired it to my bank. 
Mr. DeWrnp. She wired $25,000 to your bank and, when you ulti- 
iately repaid her, you paid her $30,000; is that it? 
Mr. Naruan. Since the deal has been finished, probably close to 
finished, she got $30,000 back for it; yes, sir. 

Mr. DeWrnp. How did you pay her? 

Mr. Naruan. I haven’t paid her yet. He has paid her out of the 
profits. I haven’t signed any checks of any kind. 

Mr. DeWinp. You told him to turn over the profits ? 

Mr. Natuan. I told him to turn over the profits; yes. 

Mr. DeWrnp. So, you got $30,000 advanced prior to the making of 
any profits? 

Mr. NatHan. $25,000. 

Mr. DeWrnp. $25,000. I am sorry. 

Mr. Naruan. He might have been making some profits, but he 
wouldn’t give anything to me unless he was making some money. 
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Mr. DeWrnp. Well, you got $25,000 advanced before the project 
had e: “ ned $25,000 ? 

Mr. Narnan. Oh, I wouldn’t say that; no, sir. Probably it made 
that much and more already by the time he gave me that money, be- 

cause he was very careful. 

Mr. DeWixp. You never met Mr. Dulien’s sister? 

Mr. Narnan. No, sir. I called him on the telephone. TI was up 
against it. I was losing some money gambling, and I had to make 
good. 

Mr. DeWixp. Did you owe $25,000 in gambling debts at that time / 
Is that what you are saying? 

Mr. Narnan. I probably did. 

Mr. DeWrnp. But how did you manage to get $25,000 behind / 

Mr. Narnan. Gambling. 

Mr. DeWrnp. Well, how did you work it so you didn’t have to pay 
your losses? 

Mr. Naruan. You get credit at different places. 

Mr. DeWixp. Well, who extended you $25,000 of credit ? 

Mr. Naruan. Different fellows at the race track. 1 would owe it to 
them, from losing. 

Mr. DeWinp. Over how long a period would you say you owed 
it to them ¢ 

Mr. Naruan. Maybe 4 or 5 days. 

Mr. DeWixv. You mean you dropped 825,000 on one day and owed 
it for 4 or 5 days ¢ 

Mr. Naruan. I dropped it in 4 or 5 days, maybe. 

Mr. DeWinp. You dropped it in 4 or 5 days. And then how long 
did it take you to get it? 

Mr. Naruan. Until IT got that money: and then T paid it right 
away. 

Mr. DeWinp. These were bookies at the tracks that staked you 
to S25.000 4 

Mr. Naruan. Didn't stake me. IT would lose it to them. 

Mr. DeWinp. Were they pretty insistent about it / 

Mr. Naruan. Well, they keep after you for their money. 

Mr. DeWinp. Well, they took your bets without your putting the 
money up? 

Mr. Naruan. Lots of them did: ves. Some of them T went into 
the machines with, if T had some cash. 

Mr. DeWinpb. So that entire $25,000 that you received from Mr. 
Dulien’s sister went to bookies immediately ¢ 

Mr. Naruan. I don’t know about all of it. It might have been: 
most of it. IT wouldn't remember exactly how the transactions hay 
pened now, 

Mr. DeWinxp. When did you receive that payment ¢ 

Mr. Nariuan. T really don’t remember. It is on record there. 

Mr. DeWinxp. Now, let me get this straight. You say in December 
of 1948 you had already drawn at least $35,000 on the Torrance deal. 
How much did you have left at that time 4 

Mr. Narnan. Lreally don’t remember. Tt really don’t. 

Mr. DeWixp. Would your bank balance indicate what you had left / 

Mr. Naruan. No. IT might have been gambling around and had 
a little cash on me. When you are gambling, you have to carry cash. 

Mr. DeWinxp. How much cash would you ‘have had ¢ 
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Mr. Naruan. I don't remember, really. 

Mr. DeWinp. A thousand dollars ¢ 

Mr. Naruan. I don’t know. 

Mr. DeWIinp. Two thousand dollars? 

Mr. Naruan. I don't know. It might have been 35,000, 

Mr. DeWinp. You might have carried as much as 35,000 around 
with you? 

Mr. Naruan. Many a time. 

Mr. DeWinp. ‘That 35.000 plus your bank balance would be all 
you had in December of 1948 4 
' Mr. Naruan. L don't know exactly what IT had. TIT don't know 
how much I had in cash. 

Mr. DeWinp. Where else would vou have had it ¢ 

Mr. Naruan. Nowhere else in the world. 

Mr. DeWinp, 35,000, then, and your bank balance 4 

Mr. Naruan. That is right. 

Mr. DeWinp. And then, when you received 825,000 on the Cotton 
Valley transaction, vou promptly turned all or most of that over 
to the bookies ¢ 

Mr. Naruan. I probably did; ves, sir. T wouldn't have paid the 
five extra thousand if I didn’t need it so bad, to pay off. 

Mr. DeWinv. Mr. Chairman, it is after 12:50. Do you wish to 
adjourn until 2 or 2: 15% 

Chairman Kine. The committee will be in recess until 2: 15 o'clock 
this afternoon. 

Whereupon, at 12:50 p. in, a recess was taken ufttil 2:15 p.m. this 
same day.) 

AFTERNOON SESSION 


(The subcommittee reconvened at 2:45 p. m., pursuant to recess.) 
Chairman Kine. The subcommittee will be in order. 


TESTIMONY OF FRANK NATHAN, ACCOMPANIED BY HIS COUNSEL, 
LORING M. BLACK—Resumed 


Mr. DeWinp. Mr. Nathan, who introduced you to Mr. Teitelbaum ¢ 

Mr. Naru iN. 1 am not sure, but I believe it was a man by the name 
{f Mr. Edlin. 

Mr. DeWInp. You will have to speak louder. Apparently the 
} ibhie-address system is out. 

Mr. Narnan. I believe a man by the name of Edlin. 

Mr. DeWINp. It was Mr. Edlin who introduced you to Mr. Teitel- 
baum ? 

Mr. Naruan. I believe so. 

Mr. DeWinp. Where did that occur? 

Mr. Naruan. Out at my home. 

Mr. DeWinp. At your home? 

Mr. Narwan. Yes. 

Mr. DeWinp. It was not on the street ? 

Mr. Naruan. It might have been on the street—I am not sure— 
and it might have been outside of my house. I don’t think it was 
inside my house. [am not sure now. 

Mr. DeWinp. Could it have been on Collins Avenue in Miami? 
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Mr. Naruan. I don’t believe so; I am not sure now, and it cou)! 
have been, and I don’t remember exactly where it was. 

Mr. DeWrxp. But you do recall that Mr. Edlin introduced you t 
Mr. Teitelbaum? 

Mr. Naruan. I am pretty sure he introduced me to him. 

Mr. DeWrnp. How long had you known Mr. Edlin? 

Mr. Naruan. Maybe about 8 or 9 months before that. 

Mr. DeWinpv. How did you happen to meet him? 

Mr. Naruan. In Washington here. 

Mr. DeWrnp. Where? 

Mr. Naruan. At the Mayflower. 

Mr. DeWinp. Tell the committee just how you happened to mec 
Mr. Edlin. 

Mr. Narnan. He came to Washington, and he was talking abou 
some real estate and different deals like that, and a fellow by tl. 
name of Freeman brought him up to my room, Al Freeman from 
Chicago, that I had known for a few years. And that is how I me 
him. 

Mr. DeWinpv. Why did he bring him up to your room? Just to 
meet you? 

Mr. Naruan. I believe a lot of people do that around here. 

Mr. DeWinpv. What did Mr. Freeman tell you when he introduce: 
Mr. Edlin to you? 

Mr. NarHan. That he was a former banker and a real-estate man, 
and things like that, and he wanted to buy some property. 

Mr. DeWr1nv. What year did this take _— in? 

Mr. Naruan. I wouldn’t really remember. It might have been a 
year and a half or 2 years ago. 

Mr. DeWrnp. You said 8 or 9 months before you met Teitelbaum ’ 

Mr. Naruan. Maybe about 8 or 9 months, or maybe a year before, 
and I can’t remember the time. 

Mr. DeWinp. When did you meet Teitelbaum ? 

Mr. Naruan. I met so many people, I can’t remember the times. 

Mr. DeWinp. Well, I am not asking you for a precise date. 

Mr. Narnan. I really can’t, honestly, and I don’t know the times. 

Mr. DeWrnp. Do you know what year it was in? 

Mr. Naruan. No; I really don’t. 

Mr. DeWrnp. Well, did you hear the testimony yesterday it was 
November of 1950? 

Mr. Naruan. I didn’t hear that testimony. I was downstairs. 

Mr. DeWrnp. It was testified to by two people that Mr. Edlin in- 
troduced you to Mr. Teitelbaum in November of 1950; is that rea- 
sonable ? 

Mr. Natuan. It could be; I am not sure. 

Mr. DeWrnp. So you think before that, that you had known Mr. 
aa 8 or 9 months, and had you had any business dealings with 

dlin? 

Mr. Natwan. No; none at all. I tried to get some deals togethier, 
but nothing ever happened. 

Mr. DeWrnp. You talked about some real-estate deals together, 
was that it? 

Mr. Naruan. Oh, yes; lots of different deals, and T even told him 
about a deal in Palm Springs, Calif., that hotel, and he had a coup!e 
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of men try to buy it that he had here at that time, but nothing ever 
happened. 

Mr. DeWrnp. Did you have any agreement for an interest in that 
deal, if it went through ? 

Mr. Natuan. He would have taken care of me, I guess, and we 
never had no agreement. 

Mr. DeWinp. Edlin was a man that you thought was a potential 
source of some kind of business deals in real estate / 
Mr. Natnan. Yes. 
Mr. DeWrinv. What did you know about Edlin; anything? 
Mr. NatHan. Not a thing in the world. 
Mr. DeWrnp. Do you recall the day after you met Teitelbaum that 
mu telephoned him? 
Mr. Natnan. Telephoned who? 
Mr. DeWrnp. Teitelbaum. 
Mr. Natnan. I never knew his phone number, and I couldn't tele- 
phone him. 

Mr. DeW inp. Well, do you remember that Mr. Edlin telephoned 
Mr. Teitelbaum and asked him to come over to your house ? 

Mr. Naruan. I don’t remember that. 

Mr. DeWinp. Well, did Edlin ever visit you at your house? 

Mr. Natuan. Yes. 

Mr. DeWrnp. Do you remember Mr. Teitelbaum coming to your 
house shortly after you met him? 

Mr. Natuan. I don’t think so, but I don’t remember. 

Mr. DeWrnp. Did he ever come to your house ? 

Mr. Natuan. Oh, yes; he was there lots of times. 

Mr. DeWinp. He was in your house a good many times? 

Mr. NaTuan. Yes, sir. 

Mr. DeWrnp. Well, you can surely recall whether these visits of 
Mr. Teitelbaum to your home occurred in 1951, can you not? 

Mr. Natuan. I don’t remember when it was, but I know he was 
there. 

Mr. DeWinp. Do you know he was there this year? 

Mr. Natuan. He has been there, I am sure. 

Mr. DeWrnp. This year? 

Mr. Naruan. I have been at his house, too, and he has been at 
mine, and I have been at his. 

Mr. DeWrnp. You say you have been at his house? 

Mr. NaTuan. Yes. 

Mr. DeWtnp. Where is his house? 

Mr. Narnan. He lived up about four or five blocks away from 
where I lived. 

Mr. DeWrnp. What was the address? 

Mr. Natuan. 53-something, I don’t know the name of the street. 

Mr. DeWinp. On what street ? 

Mr. Natwan. I can’t think of the name of it right this minute. 

Mr. DeWrnp. You can’t remember the name of the street ? 

Mr. Natuan. No; I can’t remember the name of the street, but it 
is not far from where I live, and it is just about four or five blocks. 

Mr. DeWrnp. Is that the house that the Novitskys live in? 

Mr. Natuan. Who? 

Mr. DeWinp. Novitskys. 
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Mr. Naruan. I don’t know them. 

Mr. DeWinp. Was that where Mrs. Menkin lives? 

Mr. Naruan. I don’t know her. 

Mr. DeWinv. Did you see Mrs. Menkin here yesterday ? 

Mr. Narnan. Mrs. Teitelbaum: I saw her yesterday. 

Mr. DeWrxv. You knew this lady as Mrs. Teitelbaum ? 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. You heard her testify here as Mrs. Menkin, did you 
not ¢ 

Mr. Naruan. T didn’t, no. 

Mr. DeWinpv. Don’t let’s get fancy about it. 

Mr. Naruan. I really am not, and I don’t know her as Mrs. Menkin, 
and I didn’t know it until yesterday, if she did say that, and I didn’t 
know who she was referring to. 

Mr. DeWinpv. You know now, don’t vou? 

Mr. Narian. Now. 

Mr. DeWtinp. You do know Mrs. Menkin ? 

Mr. Narian. I am not trying to be smart, honestly I am not, and 
] want to be truthful about these things. 

Mr. DeWinxp. When did you first meet Mrs. Menkin? 

Mr, Narnan. I wouldn't know the exact time, really I wouldn't. 

Mr. DeWixp. Did you meet Mrs. Menkin before you met Mr. 
Teitelbaum ? 

Mr. Naruan. You are referring to Mrs. Teitelbaum? 

Mr. DeWrvp. I am referring to Mrs. Menkin, whom you refer to 
as Mrs. Teitelbaum. 

Mr. Nariuan. I probably met them both together, I don’t know. 

Mr. DeWinp. That isn’t what Mrs. Menkin said. 

Mr. Nariuan. That is the truth; that is where I met them. I met 
them together. 

Mr. DeWinxp. Did you know Mrs. Menkin before you met Mr 
Teitelbaum / 

Mr. Narnan. No: TL never saw her in my life. 

Mr. DeWinp. You never saw her before ¢ 

Mr. Naruan. No: my whole life. 

Mr. DeWrxpv. Of that you are very positive ? 

Mr. Naruan. Lam very positive of that. 

Mr. DeWixp. Among all of the people that you met, and people 
that vou can’t remember meeting, it stands out that you never met 
Mrs. Menkin / 

Mr. Naruan. IT never saw the lady before she came to Florida with 
him, down around my house, and they came together, and IT must have 
met them together, and that is why I think they were together. But 
I met him first, or I might have met them together, and I don’t know 
for sure. 

Mr. DeWinp. [ think she testified that she had met you some montis 
before, at a country club in Miami. 

Mr. Narian. Country club? 

Mr. DeWinp. Yes. 

Mr. Narnan. No. I never knew a country club in my life in 
Miami. 

Mr. DeWtixv. When do you first recall, now, seeing Mr. Teitelbaum 
and Mrs. Menkin together? 














INTERNAL REVENUE INVESTIGATION 1423 


Mr. Naruan. I can’t recall the exact time, sir. 

Mr. DeWinv. Where was it ¢ 

Mr. Narnan. It might have been around my house, and it might 
have been on the street, and IT really don’t know where I met them, 
and I know I have seen them together all of the time, quite often. 

Mr. DeWinp. It might have been at Mrs. Menkin’s home? 

Mr. Natuan. They both lived there. 

Mr. DeWinp. Well. all right, but it might have been at that house / 

Mr. Narnan. Yes, it was at that house; and it could have been there, 
and I don't know where it was, but they both lived there. 

Mr. DeWinp. As Mrs. Menkin testifies here, her recollection is a 
good deal more definite than yours. 

Have you ever been to the Green Acres Country Club? 

Mr. Naruan. It is not a country club; it is the Green Acres, they 
called it. 

Mr. DeWinp. Green Acres what? 

Mr. Naruan. The Green Acres. 

Mr. DeWinp. Well, Mrs. Menkin referred to that as the Green 
Acres Country Club, and she said she met you there. 

Mr. Naruan. That was a gambling house. 

Mr. DeWinp. That is one gambling house we finally got out of you. 
Do you remember any others / 

Mr. Narnan. Yes: | remember the clubs T was at, some of them. 

Mr. DeWinp. Did vou ever cash any big checks at Green Acres? 

Mr. Narnayn. I might have. 

Mr. DeWixp. Well, now, do you recall meeting Mrs. Menkin at 
(rreen Acres? 

Mr. NATHAN. | don't believe I met her there. | might have seen 
her there after IT knew her, but [ didn’t meet her there. 

Mr. DeWinp. Do you remember shortly after meeting Mr. Teitel- 
baum. that vou paid a visit to the home where Mr. Teitelbaum, and 
Mrs. Menkin were staying / 

Mr. Narnan. No. 

Mr. DeWixp. You don’t remember that ? 

Mr. Naruan. I didn’t go to their home. They used to come to my 
house often, and T didn’t go visiting much in their homes. 

Mr. DeWrnxp. Not much, but vou went / 

Mr. Naruanx. My wife was there playing cards, and I would go 
up there to pick her up. 

Mr. DeWixp. Do you remember being there when Mr. Teitelbaum 
and Mrs. Menkin were there ? 

Mr. Naruan. Oh, ves; I have been there a few times. sure. 

Mr. DeWrxp. Was that shortly after vou met Mr. Teitelbaum ? 

Mr. Naruan. I wouldn’t remember, really, and it could have been, 
very easily. 

Mr. DeWrinxp. Do you remember any occasions on which Mrs. Men- 
kin came to your home when the Caudles were there ? 

Mr. Naruan. She might have come through there when Mr. Caudle 
was there. 

Mr. DeWixp. Do you remember introducing her to Mr. Candle? 

Mr. Naruan. I wouldn't remember that. It could have been and 
it could not have been. I am not sure I introduced them. I intro- 
duced many people around my house if they were there. 

Mr. DeWixp. Do you ever recall having Mrs. Menkin and Mr. and 
Mrs. Caudle, or Mr. Caudle alone, in your home at the same time? 


Mr. Naruan. No. 
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Mr. DeWinp. You do not remember? 

Mr. Naruan. No; I don’t remember that. She could have been 
there, now, but I don’t remember it. 

Mr. DeWrnv. How often were the Caudles at your home? 

Mr. Naruan. I believe any time they came to Miami after I got 
to know them, they would stop by. 

Mr. DeWinp. Was that frequently? 

Mr. Naruan. I wouldn’t say, I don’t know how often they were 
there. When he came, he stopped at our house. 

Mr. DeWrnv. Any time they came to Miami, they would stop at 
your house ¢ 

Mr. Naruan. They didn’t stay there. They would stop by. 

Mr. DeWinp. They would visit? 

Mr. Naruan. Yes, sure. 

Mr. DeW inp. Well, now, did Mrs. Menkin come over to your house 
frequently ? 

Mr. Naruan. She played cards there, and so would my wife play 
cards at her house, and very often they played this here canasta. 

Mr. DeWrnp. Did Mrs. Caudle ever join in these games? 

Mr. Natuan. Oh, no, and I don’t think Mrs. Caudle ever met her, 
but I am not sure, but I don’t think Mrs. Caudle was there, but it 
could have been, but I doubt it. 

Mr. DeWinp. Why do you doubt it? 

Mr. Naruan. Because I never saw them together. And it might 
have been, now, and it could have happened when I wasn’t in town. 
and it could have been they might have been there when I wasn’t 
In town. 

Mr. DeWinpv. Do you remember one day when you were there, and 
Mr. Caudle was there taking moving pictures of your grandson, that 
Mrs. Menkin dropped in? 

Mr. Naruan. I wouldn’t remember that exact thing there, and 
he could have been taking pictures around the house there, but I don’t 
remember exactly if she was there or not. 

Mr. DeWinv. Do you remember Mr. Caudle taking moving pictures 
around the house? 

Mr. Naruan. He had a camera, and he took pictures a lot of time- 
around the house, and I don’t know if he took it that day or not. I 
can’t say; I don’t know. 

Mr. DeWinv. You say on “that day.” What day do you mean 
“that day”? 

Mr. Narnan. That day that she is claiming, that you are saying. 
and I don’t know what day it was or anything at all. 

Mr. DeWinp. How long have you known Mr. Burt Naster? 

Mr. Naruan. I would say maybe a little over a year, or maybe a yea: 
or maybe a little more; I am not sure now. 

Mr. DeWinp. How did you happen to meet him? 

Mr. Naruan. Through Father Smith. 

Mr. DeWtnp. Who is Father Smith? 

Mr. Naruan. He is a Reverend Father Smith from Duquesne Uni 
versity, and he was visiting in Florida at the time, and he asked me. 
he had met Mr. Naster over around the Sherry-Frontenac, and I didn’! 
meet him that way, and Father Smith came back here and he asked 
me to stop by and say “hello” to a friend of his that he met dow: 
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there that he seemed to like, and I met him through that way, and I 
stopped by Mr. Naster’s home and said “hello” to him. 

Mr. DeWinp. You just stopped by on Father Smith’s recommenda- 
tion? 

Mr. Naruan. Just passed on the way up, and he only lived a couple 
of blocks away from me. 

Mr. DeWinp. You just dropped in there, without any introduction, 
because Father Smith 

Mr. Naruan. I just dropped by to say “hello” to him, and every 
time Father would see me, he would ask me if I saw Burt, and I would 
say “no”; and he said, “Stop by; he is a nice fellow.” And that is 
why I stopped. 

Mr. DeWinpv. What do you know about Burt Naster? What busi- 
ness is he in? 

Mr. Naruan. He is in the electrical business. 

Mr. DeWinpv. Where does he come from / 

Mr. Naruan. He said he come from Chicago. 

Mr. DeWinv. How did he get to know Father Smith? 

Mr. Natuan. I wouldn't know. 

Mr. DeWinp. Did you ever have any business dealings with Naster? 

Mr. Natuan. Yes, sir. 

Mr. DeWinv. Would you tell the committee what they were ? 

Mr. Natuan. I sold him a part of an interest in an oil well, and it 
was a dry one, and he put in, I think, $2,500; and then we got to 
talking around there, and he was under parole, and he only had a few 
weeks to go, and he said he had some money over in Europe, from some 
moving pictures and things, that he wanted to try to get back, but he 
couldn’t get a passport to go to Europe, and he asked me if I could 
help him, And TI called up here in Washington a friend of mine, and 
asked him if he could get him a passport, if he was allowed to have one. 
And so, I believe he might have called the parole board; or however 
you eall it, and they said he could come up to Washington to get a 
passport; that they would grant it to him. 

Mr. DeWrxp. Who was your friend? 

Mr. NatHan. Mr. Caudle. 

Mr. DeWinxp. You called Mr. Caudle and asked him te get a pass- 
port ? 

Mr. Natuan. I didn’t ask him to get a passport, and I said if he was 
allowed. 

Mr. DeWinp. To get a passport to go abroad while he was on 
parole; is that right ? 

Mr. Naruan. Yes. He said he didn’t think he was allowed, and he 
wanted to know if he could get one, and I said, “I could find out if 
you are allowed,” and I called and asked, and he said he was allowed. 
And so he came up here and he got his passport, and he came up here 
with me on a plane, and he stood here about 3 or 4 days, and I had left 
lim here in my room and went on back down to Florida, and he stood 

Mr. DeWrnp. Did you introduce him to Mr. Caudle? 

Mr. Naruan. No, sir. 

Mr. DeWrxp. But you told Mr. Caudle about him? 

Mr. Natwan. I talked to him on the phone about him. 

Mr. DeWinp. What was the crime that he had been convicted of ? 
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Mr. Naruan. He said he was convicted for income-tax evasion, and 
he got 5 years. 

Mr. DeWinv. Did he ever tell you about any other criminal record ‘ 

Mr. Naruan. I never asked him, and he never told me. 

Mr. DeWinpv. Did Mr. Caudie make the arrangements for the pas- 
port ¢ 

Mr. Naruan. I wouldn't know. I really don’t know. 

Mr. DeWinxp. You must know. Why did you bring him up here ‘ 

Mr. Naruan. I didn’t pay no more attention, and he came up here 
to Washington with me on a plane, and he stood in my room. An 
he didn’t pay the hotel bill: I paid it, and he even left $75 worth of 
phone calls and wanted me to pay that. And I told the hotel to send 
him a bill for his phone bills, at least, and he finally mailed them 
check for his own long-distance phone ealls that he charged to himself, 

Mr. DeWtxp. That made you pretty sore? 

Mr. Natuan. It didn’t make me sore. There was nothing to it, 
and I wasn’t going to pay it. 

Mr. Byrnes. How much did he pay you for arranging with Mr. 
Caudle for the passport ¢ 

Mr. Naruan. Not one 5-cent piece, and it cost me money, him con) 
ing up here with me; not one 5-cent piece, sir. 

Mr. DeWinxp. Did you tell Mr. Caudle Mr. Naster was a pretty 
good friend of yours? 

Mr. Narnan. I called him up and asked him if he would know 
anything about this thing, and he was the Attorney General, and | 
didn’t know there was anything wrong about it, and Lam sure IT didn’, 
and the man was under parole, and he didn’t know anything that was 
wrong, [am very sure of that. 

Mr. DeWinxp. Have you and Mr. Naster and Mr. Caudle ever been 
together at the same time? 

Mr. Nathan. We might have been, down in Florida, Tam not sure 
now, and it could have been. 

Mr. DeWixp. Where? At your home? 

Mr. Naruan. It might have been my home, or we might have 
stopped over at Naster’s home, and it is only a block or two away. 

Mr. DeWinpv. Did you ever consider going into business with Na- 
ter asa partner? 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. In the electrical business ? 

Mr. Naruan. Might I tell you the story ¢ 

Mr. DeWinp. Surely. 

Mr. Naruanx. Mr. Naster was building a new building, and called 
it the Superior Electric Co., and he put in a lot of money in this 
building, and he had a lot of machinery and he put up about 
$1,000,000 plant, and he asked me if I would go along with him and 
help him, and he would give me 10 percent of the business, if T cou! 
find him steel and copper and try to do all of his leg work up throug! 
here, and anything L could do to help. And I put my son in ther 
to go to work, and my son worked there for 7 or 8 weeks, and T p 
about 7 or 8 weeks’ work in, and I came back down to him and asked 
him to draw papers for it, and he said, “I will give you an option | 
buy in, but I won't cut you in.” So T quit him then. 

Mr. DeWixp. When did all of this happen ? 
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Mr. Naruan. I believe it was this year sometime, and I don't re- 
member the date. 

Mr. DeWinp. This was after you had inquired about the passport ? 

Mr. Naruan. Oh, yes, a way later; yes. 

Mr. DeWinp. Did you ever get him a passport / 

Mr. Naruan. Me’ No, sir. 

Mr. DeWinp. Did he get a passport ? 

Mr. Naruan. I believe he did, and I am not sure. 

Mr. DeWinp. Did he ever tell you that Mr. Caudle helped out in 
vetting the passport ¢ 

Mr. Narnan. No, he didn't tell me that, and TI don’t think he helped 
him. He went and got it, and found out if he was allowed to go, and 
that is all. And Tam sure he didn’t help him. 

May I tell you something, Mr. Chairman’ May I tell vou, with 
out going through all of this, how this happened with Mr. Naster and 
Mr. Teitelbaum, or something, and may I tell my story / 

Mr. DeWinp. I would like to get at it. 

Mr. Narnan. In any way you want to, it is all right. 

Mr. DeWinp. I think that you will get an opportunity to say any- 
thing you want to. 

Mr. Naruan. <All right. 

Mr. DeWinxv. Now, did you and Mr. Naster ever go together to the 
Teitelbaum home / 

Mr. Naruan. We might have, now, Lam not sure. I think that we 
might have. 

Mr. DeWinp. Do you ever remember being at that home together 
with Mr. Naster / 

Mr. Natwan. I am not sure now, and we might have been there 
once. Tam not positive, and [I can’t say for sure. 

Mr. DeWinp. Could it have been more than one time? 

Mr. Naruan. Positively not. 

Mr. DeWinp. You think it might have been one time / 

Mr. Naruan. Just one time, one day, we were coming back from 
Naster’s plant and we stopped by. 

Mr. DeWinp. You definitely remember that you stopped by / 

Mr. Naruan. Tam pretty sure we stopped by. It was 4 or 5 blocks 
down, and we might have left Mr. Teitelbaum off, and we stopped in 
to see his house for a minute, or something like that might have 
happened. 

Mr. DeWinp. Let me get this straight. You say you and Mr. 
Naster and Mr. Teitelbaum were together / 

Mr. Narnan. Lam pretty sure we were. 

Mr. DeWinxp. And you stopped by Mr. Teitelbaum’s home on the 
way back? 

Mr. Naruan. We went out and looked at the plant in Hollywood, 
Fla., and it is about 20 miles away. 

Mr. DeWinp. When was this? 

Mr. Naruan. During this time, and I don’t remember the dates. 

Mr. DeWinpv. Was it this year? 

Mr. Naruan. Iam pretty sure it was. 

Mr. DeWinv. Would it be April? 

Mr. Narnan. L really don’t remember, honestly T don’t, when it was. 
I went to New York that same night, or rather, the following night, 
and that is what happened there. 
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Mr. DeWinp. Was your son-in-law along with you at that time? 

Mr. Naruan. I believe he was, I am not sure now, and he could 
have been or he could not have been, and he might have been on differ- 
ent trips, and he made a lot of places with me, and sometimes he didn’t. 
And I am not positive he went along. 

Mr. DeWinp. Your recollection is that possibly you and Naster 
and Teitelbaum and Sales all dropped in at the Teitelbaum home? 

Mr. Narnan. It could have been; yes, sir. 

Mr. DeWrnv. And that might have been April 1951? 

Mr. Naruan. It could have been. 

Mr. DeWinpv. While you were there, did you talk about Mr. Teitel- 
baum’s tax case? 

Mr. Naruan. No, sir. 

Mr. DeWinpb. You are quite sure about that? 

Mr. Narnan. 1 am very sure about that. 

Mr. DeW inp. Did Mr. Teitelbaum ever discuss his tax case with 
you? 

Mr. Naruan. No, sir. 

Mr. DeWinp. Never? 

Mr. Naruan. No, sir. 

Mr. Byrnes. Did you know prior to these hearings that he had a 
tax case? 

Mr. Naruan. Just lately. I know now. He might have men- 
tioned something about tax case, but I didn’t pay no attention to him, 
and I don’t pay no attention to anything about tax cases. It goes in 
one ear and out the other, and I never listen to people who have tax 
cases. 

Mr. Byrnes. You state here now, under oath, that you never knew 
that Mr. Teitelbaum had a tax case ¢ 

Mr. Naruan. What do you mean by a “tax case”? 

Mr. Byrnes. That is what you have been talking about, that he had 
tax troubles, 

Mr. Naruan. He didn’t tell me he had any tax troubles. 

Mr. Byrnes. Will you say under oath that you never knew until 
the last few weeks that Mr. Teitelbaum had tax trouble? 

Mr. Naruan. I can tell you the story, if you would let me. I don’t 
know why you are trying to trap me, and I would like to tell you how 
it all happened, and I don’t know the dates and things, and it shouldn't 
make no difference, if you want to tell the truth about a thing, and I 
would like to tell the truth, and I don’t want to be trapped on lies or 
anvhing, and that is all I am asking for. 

Mr. Byrnes. Nobody is trying to trap you. 

Mr. Naruan. He is asking me about different things, and I want 
to tell the truth, and, Congressman, believe me, I want to tell the truth, 
and I like to tefl the truth, and I am very anxious to tell it. 

= Byrnes. I should think your memory would be a little better, 
then. 

Mr. Naruan. I want to tell you how all of this, since this has come 
up. how all of this has happened that I can remember a little. 

Mr. Byrnes. I think that you are going to be given a full and com- 
plete opportunity to do that. 

Mr. Naruan. You are asking me a lot of questions, and I don’t 
know what the answer is, and I can’t be trapped on questions, and I 
don’t know how 
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Mr. Byrnes. I would like to know right now: When did you first 
learn that Mr. Teitelbaum might be in tax trouble? 

Mr. Narman. I can’t remember, because it might have been 2 or 3 
months ago, and it might have been 4 months ago, or it might have 
been 2 weeks ago, and I don’t remember, because they called me about 
the darn thing, and that is all that I can—I can tell you the story if 
you would let me, and I don’t know why you won’t let me tell the 
story how it all happened so that then you will know. 

Mr. Byrnes. We are certainly going to let you tell your story. 

Mr. Naruan. And it is not interesting for me to lie about anything, 
because I don’t remember dates and things like that, and I would like 
to tell you the truth about the whole thing, if you would let me. 

Mr. Byrnes. Are you sure your memory is going to be pretty accu- 
rate about the other end of the story? 

Mr. Narnan. Since this thing has come up, I have been racking 
my brain about it, and T can’t do any better than tell you what I know, 
and I will positively tell vou the truth as much as I know, believe me 
Iwill. And it is not fair 

Mr. Byrnes. You do not know when you first found out 

Mr. Narnan. I really don’t know the time, honestly I don’t, and this 
is something out of the clouds here, and I don’t know what is going 
on here, and I don’t know what the man’s purpose is. 

Mr. Byrnes. I thought you just told our counsel that you didn’t 
know about the tax troubles until just recently. 

Mr. Naruan. He didn’t talk to me about it, and I don’t know any- 
thing about the tax troubles, and I have no idea of nothing about 
these things here, and I am no lawyer and I don’t pay attention to 
these things. and I have other worries except worrying about Mr. 
Teitellbaum’s tax troubles. 

Mr. Byrnes. Was your statement to Mr. DeWind correct, that you 
did not know that Mr. Teitelbaum was in tax trouble until just very 
recently’ Was that an accurate statement ? 

Mr. Narnan. [am pretty sure that I didn’t know anything about 
it until all of this stuff came up here lately, since this Naster and stutt 
like that came up. 

Mr. Byrnes. You did not know, in other words, until just recently, 
that Mr. Teitelbaum had any tax difficulties ? 

Mr. Nartitan. Not until these phone calls and stuff started to come 
to me, and that is when I started to find out about it. 

Mr. Byrnes. When was that? 

Mr. Narnan. I don’t remember, and I paid no attention to the 
people, because I wasn’t interested in the thing, and it wasn’t any of 
my business. 

Mr. Byrnes. You can remember getting a lot of telephone calls? 

Mr. Naruan. Not a lot of telephone calls, and I got a telephone call. 
maybe two of them, tops, is the most I ever got from people, and I 
didn’t pay no attention to them. 

Mr. Byrnes. When was that? 

Mr. Narnan. Mr. Congressman, if you had my troubles at that time. 
worrying about your debts and stuff, you wouldn’t think about other 
people’s troubles, and I wouldn't pay no attention to these people. 
and they didn’t mean anything to me. 

Mr. Byrnes. I got the impression this morning you did not pay 
much attention to your money affairs, anyway. . 
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Mr. Narnan. Well, I worry. It should have been an impression 
that I think about these things. 

Mr. Byrnes. You could not even remember what you did with a 
$5,000 check or a 810,000 check, and it does not seem to me you were 
particularly worried about your financial matters. 

Mr. Naruan. I think about it. 

Mr. Byrnes. You cannot tell the committee now when you first 
learned that Mr. Teitelbaum was in tax difficulties ¢ 

Mr. Nvrnan. I could tell my story, and that is the only way I can 
tell it, and I can’t tell it no other way. 

Mr. Byrnes. You cannot say whether it was in January, February, 
March, April, May, or June, or July, or when ¢ . 

Mr. Narnuan. I really don’t know the dates, honestly I don’t, sir, 
believe me, I tell you I don't. 

Mr. DeWinp. Mr. Nathan, why is it that you say you can only 
tell your story one way? 

Mr. Naruan. Because [ can tell you the truth of what happened, 
what I know of. That is all T ean tell vou. 

Mr. DeWinxp. Why can't you answer questions / 

Mr. Naruan. Beg pardon, sir? 

Mr. DeWinp. Why can’t you answer questions ¢ 

Mr. Naruan. I don’t know. I will answer as best I can if you 
want me to answer, but you are going to trap me on something that 
I might not answer right to you, and it will be some kind of a little 
something that I didn’t think of at the minute, I would like to tell 
you the story, and then you can ask me what you like from then on, 

Mr. DeWinxv. Did Mr. Edlin ever tell you that Mr. Teitelbaum 
had a tax case pending ¢ 

Mr. Naruan. No, sir. 

Mr. DeWinp. In November of 1950, did Mr. Edlin tell you that 
Mr. Teitelbaum had a tax case? 

Mr. Naruan. IT don’t think so. Tam pretty sure he didn’t mention 
ittome. If he did, I didn’t pay no attention to it. 

Mr. DeWinv. All right. When did you first hear about the tax 
case ¢ 

Mr. Narnan. Sir, I don’t remember. 

Mr. DeWinxp. Who first talked to you about the tax case / 

Mr, Naruan, I believe Mrs. Teitelbaum called me up in New York 
one day. 

Mr. DeWinxp. Now, can you say approximately when that was? 

Mr. Naruan. Tean’t say when it was. 

Mr. DeWinn. Was it this vear? 

Mr. Naruan. It was this vear, Iam pretty sure. 

Mr. DeWinp. Was it this past summer ? 

Mr. Naruan. I don't have the conception of the time, but I ean 
tell von what happened. 

Mr. DeWinp. Well, where were you? 

Mr. Nartian. IT was at the Waldorf Astoria. 

Mr. DeWinp. And you say she called you there ? 

Mr. Naruan. Yes. 

Mr. DeWinp. All right. What did she say to you, and what did 
you say to her? 

Mr. Narnan, She says to me that Burt Naster was over at their 
house about a tax ease. And I said to her—and she started scream- 
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ing and hollering on the phone to me, and T says, “Shyrl, what are you 
hollering about What are you excited about ¢ % What is it all about?” 
She says, “He wants a lot of money for the « “ase, *  T says, “What do 
you mean, he wants a lot of money for the case?” She s says, “Well, he 
wants to get a lot of money for the case. He wantse hundred twenty- 
five thousand dollars,” or something like that, she says. I don’t re- 
member the exact amount. I don’t remember really the exact amount. 

Mr. DeWinp. Wasn't it $175,000 ¢ 

Mr. Naruan. I don’t really remember what she says, one hundred 
twenty-five or one hundred seventy- -five, but she says something 
about a hundred-some-thousand dollars. I says, “What is it all 
about 7” She says, “I don’t know.” She got to hollering and scream- 
ing, and she says, “You better get that fellow on the phone and see 
what he can do for us.” 

Mr. DeWinp. Just a minute. She said, *You better see what you 
can do for us” ¢ 

Mr. Naru as She said. “what he can do for us."—Mr. Naster. So 
] Cc alled Mr. p Nas ter bac k on the phone and vot him on his bout. Ile 
lived on a houseboat down there. And I says to him, “What is wrong 
here, Burt, with you and Teitelbaum?” 1 says, “What is going on 
there?” 

He says, “Well,” he says, “he asked me about who can help him on 
his tax case.” he says, “and I told him that T can get him a real good 
lawyer.” 1 think he mentioned a man’s name to me. IT am not sure. 

Mr. DeWinnp. What was the man’s name 4 

Mr. Naruan. I think he might have mentioned—I am not positive 
now, but I think he mentioned a fellow named Dillon to me. 

Mr. DeWinp. Dillon, D-i-]-l-o-n ? 

Mr. Naruan. I guess so; I don’t know how to spell it. 

And I called her back and I told her. 1 says, “Now, Shyrl, don’t 
worry. For God's sake,” I says, “you may get it down a little cheaper, 
If you can get a good lawyer, go ahead.” 

Mr. DeWiep. Just a minute. Did Mr. Naster tell you this lawyer 
was S175.000 worth 7 ; 

Mr. Naruan. He didn't tell me anything. I says, “What are you 
trying to do! W hy are Vou as sking so much money for the case ta 

He says, “This is a high class lawyer. He wants a lot of money.” 
That is what he said. ; 

1 don’t know why I am put in this spot, here. Really, I don’t. 
It’s a crime. 

Mr. DeWinp. Mr. Naster was a fellow that you had introduced to 
Teitelbaum / 

Mr. Naruan. I will tell you how it happened, if I may. 

Mr. DeWinv. Well, that is a perfectly simple question. Had you 
introduced Naster to Mr. Teitelbaum 

Mr. Naruan. Yes. It was at my house. 

Mr. DeWixp. All right. Mrs. Teitelbaum. as vou called her, Mrs, 
Menkin called you in the middle of the night at the Waldorf: is that 
right ¢ 

Mr. Naraan. I don’t know what time it was. It was late evening. 
I remember I had come back from the race trac ‘k that day. 

Mr. DeWrnp. She said she got you about 1 o'clock in the morning. 

Mr. Naruan. Could have been. I don’t know. 
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Mr. DeWinp. And she started very excitedly telling you Naster 
was demanding $175,000? 

Mr. Natuan. I don’t know how much he was demanding. She 
started telling me he was demanding a lot of money. I don’t know 
how much it was.* I couldn’t say. I didn’t pay no attention. 

: Mr. Ds Wimp. Then you called Naster and he said this was to get a 
awyer? 

Mr. NatHan, That is what he told me on the phone. 

Mr. DeWrnp. Well, that was the advice you always gave people 
when they talked to you about tax cases? 

Mr. Natnan. That is what he told me. He said he had a lot of 
—" and that he told Teitelbaum that he could get him a good 

awyer. 

Mr. DeWixpv. Now, are you saying here that this is the first you 
ever heard of that tax case? 

Mr. Naruan. I am pretty sure that is the first time I ever heard 
about that. It couldn’t have been no other time. 

Mr. DeWinp. You never heard about it before? 

Mr. Narnan. They never spoke a word about it to me, sir. Really 
they didn’t. They never asked me about their case. The only thing 
I says, if I may say: I tried to sell Mr. Teitelbaum a part of an oil 


deal, for $4,500, a sixteenth, and I told him that Mr. Caudle owned a 
part of the land, and I told him Mr. Larson owned a part of the land, 
{ thought. I said I thought it would be a good deal for him to get 
into if he had any extra tax dollars he wanted to invest. Because he 
told me he was in the oil business. 

Mr. DeWrnp. Any extra tax dollars? 


Mr. Naruan. Yes. 

Mr. DeWinp. That was the first time “tax” came into the conver- 
sation; is that right? 

Mr. Natuan. Well, I always say “If you got any tax dollars, you 
can go and invest it in oil and put it in the ground, because you can 
get credit for it.” ’ 

Mr. DeWinp. What is a tax dollar? 

Mr. Naruan. If you make more than you are supposed—I don’t 
know what tax dollars are. 

Mr. DeWrnxp. Well, what do you mean by a tax dollar? 

Mr. Naruan. Well, if you are in a big bracket, you can afford to 
put some in the ground and write it off your taxes, they tell me, if you 
are drilling oil wells. 

Mr. DeWinp. You had told Mr. Teitelbaum that there was an oil 
deal with Mr. Larson and Mr. Caudle he could get into? Is that it? 

Mr. Narnan. Yes. 

Mr. DeWrnp. And it would cost him $4,500? ° 

Mr. Naruan. It was a deal where they were going to drill 7,200 
feet and it would cost approximately about $72,000 to drill the well, 
and I told him he could get in on the ground floor, that they were 
checkerboarding the deal out there. 

Mr. DeW inp. Did you show him the oil-lease interest at that time? 

Mr. Naruan. I had no papers to show him anything. I had noth- 
ing in the world toshow him. All I did was tell him about it. I had 
no kind of papers in the world to show him. 

Mr. DeWinp. You didn’t have any list of the interests? 
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Mr. Naruan. No, nobody, no list. I just told him these two fel- 
lows were in it, that it was a good deal, that it was an honest deal. 
I told him if there was any change, if they hit oil before they got to 
7,200 feet, they would get the change back, what it cost. And I says, 
“If there is anything left over after the deal, if it is dry"—if there 
was any money, they would all get their pro rata share back. I told 
them it was an honest-to-God oil deal, because there were some good 
people in it. 

Mr. DeWinp. And the good people you mentioned were Mr. Larson 
and Mr. Caudle? 

Mr. Narnan. That is the two I mentioned to him. 

Mr. DeWrnp. Did you tell him who Mr. Caudle was? 

Mr. Naruan. He probably knows. 

Mr. DeWinv. Why did you think he probably knew ¢ 

Mr. Natruan. Well, anybody would know that. 

Mr. DeWrxp. Anybody would know that? 

Mr. Natruan. I imagine when he seen me with him, people talked, 
a lot of times. A person can’t socialize with someone unless it is 
something wrong. I don’t know what it is, anymore. Maybe be- 
cause I come from the gutter, it is no good. 

Mr. Byrnes. Did you not tell him who Mr. Caudle was? 

Mr. Naruan. I really don’t remember. He probably knows. He 
could have told he was the head of the Tax Division. 

Mr. Byrnes. That is not what we are concerned about. We asked 
you whether you told him at that time who Mr. Caudle was. 

Mr. Naruan. I really don’t remember. 

Mr. Byrnes. Did you tell him who Mr. Larson was? 

Mr. Naruan. I didn’t tell him either one. He knew, I guess. But 
I didn’t tell him. We didn’t discuss that. 

Mr. Byrnes. Why would you point out these names to him? 

Mr. Naruan. Because they were good people. He would know it 
was an honest deal. 

Mr. Byrnes. How would he know who these people were? 

Mr. Naruan. He probably knew, because he would have asked me 
if he didn’t. I don’t think he asked me. 

Mr. Byrnes. Are you sure he didn’t ask you? 

Mr. Naruan. I feel very sure he didn't. 

Mr. Byrnes. And you are sure you did not tell him who they were? 

Mr. Natuan. No; I had no reason to tell him, because I felt he 
knew them. That is the reason I didn’t tell him. 

Mr. Byrnes. You figured everybody knows those two gentlemen ? 

Mr. Natruan. I didn’t say I figured everybody did. I figured 
people that knows me knows that I knows them. That is all. 

Mr. Byrnes. People that knew you would know Mr. Caudle and 
Mr. Larson and who they were? Is that what you said? 

Mr. Naruan. I imagine that is what it would be. If they knowed 
me, they knowed I had laid up around Washington trying to get some 
deals, and they felt I might know those people if I mentioned their 
names to them. 

Mr. Byrnes. Could I ask this? Would it interrupt the testimony ? 

When you talked to Mr. Naster and he told you he was going to get 
an attorney or was recommending an attorney for Mr. Teitelbaum, do 
I understand that he said that he was recommending a Mr. Dillon? 
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Mr. Naruan. I think that is the name he mentioned. I am not 
positive now. TI can’t say that for sure. I think that is the name he 
mentioned. Tam not positive of it. 

Mr. Byrnes. Did he tell you where the attorney was from? 

Mr. Narnan. He never said nothing. I says, “Why don’t you keep 
out of those things? ‘Them people are all excited.” 

I said, “What is wrong’ Are you cyazy’ What the hell are you 
mixing in it for?” 

Mr. Byrnes. Did he tell you where this attorney was from, where 
he headquartered ? 

Mr. Naruan. He didn’t tell me. 

Mr. Byrnes. I mean, how he happened to know of Mr. Dillon, an 
attorney ¢ 

Mr. Naruan. He didn’t tell me, on the phone. 

Mr. Byrnes. Well, all he mentioned in that telephone conversation 
was that he was recommending Mr. Dillon? 

Mr. Narnan. Because he says Mr. Dillon knew a lot about tax cases, 
he said to me on the phone. He said he was a good lawyer here. He 
didn’t say where, but he said he was a good lawyer. 

Mr. Byrnes. He did not say he was from St. Louis / 

Mr. Naruan. He didn’t say where from. I don’t know where the 
man is from. 

Mr. Byrnes. Or Chicago? 

Mr. Natruan. No. 

Mr. Byrnes. He did not mention any city? 

Mr. Narnan. No, he didn’t. 

Mr. DeWinn. Well, did you tell Mr. Teitelbaum who Mr. Oliphant 

was / 
Mr. Naruan. I never mentioned Oliphant’s name in my life to him. 
Never mentioned Oliphant’s name in my life to anybody. I didn’t 
know Mr. Oliphant. T just seen him at the race track, but T never 
had no social—— 

Mr. DeWinp. Well. you knew who he was? 

Mr. Nari AN. Somebody told me who he was, when I suw him at 
the race track. 

Mr. DeWixp. You had met him at the Kentucky Derby ? 

Mr. Narnan. I had a drink there, and he was standing alongside 
the bar when we were talking. I didn’t meet him. 

Mr. DeWinp. But you are sure you did not tell Mr. Teitelbaum— 

Mr. Naruan. Oh, positively not. Positively not. Never came up. 
Never talked about it. 

Mr. DeWinp. Well, was there anvone else that you told Mr. Teitel- 
baum you knew? 

Mr. Naruan. I never told him T knew anyone. I never had no 
discussions. There was no reason for it. 

Mr. DeWinxp. You told him you knew Mr. Caudle and Mr. Larson? 

Mr. Naruan. On account of this oil deal. 

Mr. DeWinp. Yes: but how about any other people / 

Mr. Narnan. Oh, no. 

Mr. DeWrnp. You are sure of that? 

Mr. Naruan. I am very sure. 

Mr. DeWrxp. All right. Let’s go back to this telephone call you 
received at the Waldorf. You spoke to Naster, and you learned about 
this $175,000 lawyer. 
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Mr. Natuan. I don’t know how much it was now. It might have 
been 125 or it might have been 175. IT didn’t pay no attention to 
what they said on the phone. IT wasn’t that much interested. 

Mr. DeWinp. Then youcalled Mrs. Menkin on the telephone again / 

Mr. Narnan. I called her right back. I marked her number down 
and called her right back and told her r; What was she so excited about ¢ 
[ says, “Maybe he could get it cheaper.” And she was satisfied with 
that. And I don’t believe I seen the people. Tam pretty sure 1 can 
say I didn’t see the people from that conversation until about 4 or 5 
weeks ago, when they invited me out to Chicago to come to their home. 
My wife was visiting there. They invited my wife. She was in Pitts- 
burgh. And Mrs. Teitelbaum was calling her all over, to come and 
visit with her. I don’t know what their reason was, or anything else. 
My wife called me, and I believe I was either here or in New York, and 
asked me if she could go. And I Sauyvs, “If vou want to go, go ahead.” 

She went over there, and she was there a couple of days, and she 
called me. She wanted to leave there. Mrs. Teitelbaum got on the 
shhenn and pleaded with me. She says, “Please let her stay, and you 
come over Friday.” I says, “I can’t come over. [am not doing so 
good.” She says, “Please come over. I want your wife here with 
me.” 

So IT came over for her Friday. Mr. Teitelbaum came out to the 

airport with my wife and met me and drove me to their home, and we 
stood there that night, and we stood there the next night, and the 
following day I says to my wife, I says, “Gee, this i is an imposition. 
I says, “We ought to go down to the hotel.” 1 says, “They got to get 
up early in the morning to make our breakfasts and things like that 
there.” So T asked if we could move over to the hotel. And they 
came down to the hotel and picked us up and met us and took us for 
dinner and took us for a night club and did everything they could for 
us around there. Never once at no time they mentioned a tax case to 
me, as God is my judge, there, not one second, even. I don’t know 
what his purpose is in this, but maybe that was his reason of trying to 
get me over there, to have some kind of an alibi or something. — I don’t 
know what it is. T really don’t. Tean’t understand it. To save my 
neck, I can’t understand it, gentlemen, as God is my judge. This 
is as true as IT am sitting here, anything that is dear to me. That is 
the absolute truth. That man has made such a dirty, filthy lie, it ain’t 
in the book. How and why, whatever kind of mind he has, I don’t 
know, to make up a story like this about me. IT never spoke a word to 
Mr. Caudle with that man’s name, never once. 

Mr. DeWrxp. That you are sure about / 

Mr. Naruan. I am very sure of it, very, very sure of it. 

Mr. DeWrxp. What makes you so sure about that, among all the 
people that you remember and don’t remember ? 

Mr. Naruan. Since T heard this, T just started to think, my God, 
man, what is this man trying to do? IT don’t understand it. I don’t 
understand what his angle is. Tecan’t figure it out. 

Mr. DeWinp. Did you talk to Mr. Caudle about it when you first 
heard of it? 

Mr. Naruan. No. T never talked to Mr. Caudle. 

Mr. DeWrnp. Had Mr. Caudle ever talked to you about it ? 

Mr. Narian. Mr. Caudle called me at home one day. 

Mr. DeWinp. When was this, now? 
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Mr. Naruan. I don’t remember. 

Mr. DeW inp. How long ago? 

Mr. Naruan. Right after this oil deal. After I was trying to sell 
this oil deal. I don’t know how long ago it was. 

Mr. DeWinv. Was it this year? 

Mr. Naruan. Oh, sure. It was not long ago. I was—he called me 
up, and he balled me out. He says, “Frank, you are misusing my 
name around.” 

I said, “What do you mean, Mr. ¢ Caudle?” 

He says, “I got a report,” he says, “you are using my name to a 
fellow that is from Chie ago,” he says, “named Teitelbaum.” He says, 
“You shouldn’t be doing that.” 

“T just told him,” I says, “about the oil deal, Mr. Caudle. ” 

He says, “All right, Frank, if that is what you say, it’s O. K., but 
you shouldn’t use my name. I don’t want you to use it : any more.” 

Mr. DeWtnp. He said it was all right for you to use his name in 
the oil deal? 

Mr. Naruan. He said not to use it any more. That is exactly what 
he said. 

Mr. DeWinp. But he said he heard you had been using his name 
in connection with the tax case / 

Mr. Naruan. Oh, my God, no. He never said that to me, because 
I never talked to him about no tax case. 

Mr. DeWinp. No; but Mr. Caudle says he had heard you were using 
his name? 

Mr. Naruan. Not for taxes; no. He said I had heard he was using 
his name. 

Mr. DeWinp. With a man named Teitelbaum ? 

Mr. Naruan. I believe he mentioned his name. Iam not sure. That 
was the only thing that struck me, was about the oil deal. 

Mr. DeWinp. You mean you are not sure when Mr. Caudle called 
you whether or not he mentioned Mr. Teitelbaum ¢ 

Mr. Naruan. I think he did, now. 

Mr. DeWrxp. But he didn’t say he had heard you were using his 
name in talking to Teitelbaum about his tax case ? 

Mr. Natruan. Oh, no. I didn’t talk about his tax case. 

Mr. DeWinp. No; I am asking you: did Mr. Caudle say that—— 

Mr. Naruan. No; he didn’t say that to me that I can remember. 
Iam sure he didn’t. 

Mr. DeWinv. Now, when was this, approximately? Was it this 
past summer ¢ 

Mr. Narnan. Well, I wouldn’t know when it was. Really I 
wouldn't. I don’t remember, you know, the weeks or the months. 

Mr. DeWrxp. Well, where were you at the time? 

Mr. Narwan. When Mr. Caudle called me? He called me in 
Florida. 

Mr. DeWinp. Did you spend the summer in Florida? 

Mr. Naruan.' No; I have been up here and back and forth lots of 
times. I have been all over. 

If I may, I would like to tell you how Mr. Naster met Mr. Teitel- 
baum, if you will let me. 

Mr. DeWrnp. You said you introduced him. 

Mr. Natuan. But I want to tell you what happened, how it came 
about,if I may. May I tell it? 
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Mr. DeWinp. All right. Tell us first where it was and when it 
was. 

Mr. Naruan. Yes. It was at my home, on my back porch. 

Mr. Teitelbaum, the night before, was sitting at my house, there. 
His wife was in there playing cards, I believe. Mr. Naster called me 
on the phone, and I talked to him a while. 

And he says, “Who was it ¢” 

I says, “A fellow named Naster from Chicago; has a big electrical 
place. He is going into a good business.” 

He says, “Say, 1 know that fellow.” 

I says, “What about it?” And I made a date with Burt Naster next 
morning at 9 o’clock to come by the house. 

He says, “I got him out on parole,” he says, “and he never gave me 
a fee for it.” 

I says, “Do you know him?” He says, “I don’t know him. His 
wife came to my office in Chicago,” he says, “and I came to Washing- 
ton and got him out on parole,” he says, “but he never paid me.” 

So the next morning at 9 o’clock, Mr. Teitelbaum was there, and 
they got talking about the parole that Mr. Teitelbaum says he got 
for Naster. 

Now, they talked about that a little while, and I don’t know what 
happened. I walked in and out around the house, there. I wasn't 

aying too much attention to their conversation. And we got talk- 
ing about the plant. And we took a ride out there. We looked all 
over the plant. And I thought Mr. Teitelbaum might be interested 
in laying some money out, because Burt was short of money, he said. 
And we came back. 

Mr. DeWrnp. Did you discuss with Mr. Teitelbaum that he might 
put up some money for this? 

Mr. Narnan. Mr. Teitelbaum heard my proposition while we were 
talking. 

Mr. DeWinpv. What was your proposition ? 

Mr. Naruan. About the 10 percent of the company. 

Mr. DeWinp. You offered him 10 percent of the company? 

Mr. Narnan. No, Mr. Naster offered me 10 percent, to work for 
him. But I asked Mr. Teitelbaum if he would like to ride out and 
look at it; maybe he would buy in. “Sure,” he said; he had nothing 
to do. 

So he rode out there. He came back, and I believe we dropped him 
off at the house. 

No, on the way back we stopped at the boat were Burt lived. He 
wanted to see Mrs. Naster. He walked in there and got on the boat 
there. He has a big houseboat there in Hollywood. He walked in, 
and he says, “Do you remember me?” And she looked at him, and she 
didn’t remember him. 

He says, “I am the fellow that came to the office that you asked to 
get a parole for Burt.” And they became real friendly then, and 
they talked and talked. Now, I stood there for a little while, and they 
had a drink, and me, and I think Teitelbaum and my son-in-law, 
started back. I am pretty sure my son-in-law was along that day. I 
am not positive. I am pretty sure. 

And the next day I seen Teitelbaum. I was short some money, and 
he helped me get a loan. And after I got the loan and got straightened 
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out that evening the guy left for New York. And I haven't seen that 
man from that di LV until 4 or 5 weeks : ago. 

Mr. DeWixv. How much money did you suggest Mr. Teitelbaum 

might invest in the electrical business? 

Mr. Naruan. I didn’t specify any amount to him. 

Mr. DeWinp. Well, did you “discuss some amount ? 

Mr. Naruan. No. He just went out to look at it, rode along. He 
wasn't interested in it. It was a real big plant. They were putting 
up a real big electronic plant. 

Mr. DeWinxp. You never discussed at all how much he might put in 4 

Mr. Narnanx. No. He wasn’t interested, I don’t think. 

Mr. DeWixp. Now, when did this take place, approximately, that 
you drove out to the plant 4 

Mr. Naruan. I don't know the date. Honest I don't. I mean, I 
don’t know when. [ can’t say when. It was just before I went to 
New York, the next day before I went to New York. My records will 
show I was in New York the next night. 

Mr. DeWixp. Was this before or after Mrs. Menkin called you at 
the Waldorf? 

Mr. Naruan. Oh, she called me after that. IT think she called me 
after that. 

Mr. DeWinp. Well, now, yesterday Mr. Teitelbaum testified that 
he had seen you in Florida on July 17 or 18 of this year. He came 
down from Washington after a conference on his tax case, called you 
up, and you came over in your Cadillac convertible, and you went out 
together. 

Mr. Naruan. That is not the truth. 

Mr. DeWrxp. Do vou have a Cadillac convertible ? 

Mr. Nariuan. Yes, sir—not me, my son-in-law has it. 

Mr. DeWixp. Do you remember going over to the Menkin house in 
July? 

Mr. Naruan. Iam pretty sure I wasn't there. I don’t think I was 
in town when he was there. Because when they left, when they 
checked out of Florida and left, I never seen them after that. After 
that trip, that last time. Because T owed some money to the fellow 
that he O. K.d for me, and T couldn't pay it right away. 

When I got back, T was supposed to pay it and couldn’t pay it, and 
I got Dr. Alberts to go over there and O. K. it for me, and then Dr. 
Alberts paid it for me. 

Mr. DeWinv. How much was this? 

Mr. Naruan. 810,000, 

Mr. DeWixp. You mean Teitelbaum had a friend of his who lent 
you $10,000 ¢ 

Mr. Natruan. Yes, sir. 

Mr. DeWinp. Who was the friend ? 

Mr. Naruan. I believe a man by the name of Bishop. 

Mr. DeWinp. What is Bishop’s first name? 

Mr. Natnan. I really don’t know. 

Mr. DeWinp. Where does he live? 

Mr. Naruan. I believe he lives on Meridian Avenue. I am not 
sure now. 

Mr. DeWrtnp. In Miami Beach? 

Mr. Natuan. Yes. 
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Mr. DeWinp. But sight unseen Bishop loaned you $10,000¢ Is 
that it? 

Mr. Naruan. No; he O. K.'d it. 

Mr. DeWinv. Who did? 

Mr. Naruan. Mr. Teitelbaum. 

Mr. DeWinp. So you got the loan from Bishop on Teitelbaum’s 
O. K. 

Mr. Naruan. I went over to—he made arrangements there about 
11 and I got it about 1, and I had to make this payment. 1 had to de- 
posit $10,000 that day at the bank. 

Mr. DeWinp. Do you remember in July, or any time last summer, 
going for a ride with Mr. Teitelbaum in your car, your son-in-law’s 
car? 

Mr. Naruan. No. Tam pretty sure I didn’t see him after that trip. 
After that trip Lam pretty sure I didn’t see him until I saw him here 
in Chicago. 

Mr. DeWrnp. Are you positive you didn’t go for a ride together ¢ 

Mr. Narnan. I can’t remember now. I really cant. Never. I 
don’t know how to answer you that, because I don't remember. 1 
really don’t. 

Mr. DeWtxp. Did Mr. Teitelbaum ever ask you what you had done 
about his tax case / 

Mr. Narian. He never did in his life, as God is my judge, never 
in his life. Never in his whole life. I don’t know how a man can 
make up a fantastic story like he did here. That is what I can’t 
understand. 

Mr. DeWinp. Did you and Naster ever discuss the tax case ¢ 

Mr. Naruan. No, sir, not until that one particular time that I 
called him on it. 

Mr. DeWinp. Tell me. Have you ever discussed anybody's tax 
case with them ? 

Mr. Naruan. With who? 

Mr. DeWinp. With the person involved in the tax case. 

Mr. Narian. No. I had no business—they might have come and 
talked to me about it, and T always told him to get a lawyer. I had 
no business in a tax case. 

Mr. DeWinv. You never had any discussion beyond that ? 

Mr. Naruan. Lam pretty sure I never did. 

Mr. DeWinp. What lawyers would you recommend / 

Mr. Naruan. Lawyers? I never recommended no lawyer. I told 
them to get a lawyer. I never suggested a lawyer. 

Mr. DeWinp. You never suggested any particular lawyer? 

Mr. Naruan. No,sir, at no time, never in my life. 

Mr. DeWinp, Mr. Naster was the only one you knew who sug- 
gested a lawyer ¢ 

Mr. Naruan. Iam pretty sure. He mentioned the fellow’s name 
on the phone tome. I think he said Dillon. Iam not sure now. 

Mr. DeWinp. Did you ever hear Mr. Naster discuss Teitelbaum’s 
tax case with him ¢ 

Mr. Naruan. No. 

Mr. DeWinv. You are sure? 

Mr. Naruan. | am pretty sure T never heard them talk about it. 
They might have. I don't know. But I didn’t pay any attention if 
they did. Thad nothing in the world to do with their tax cases, their 
parole, or things like that. [ wasn’t paying any attention to them. 
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Mr. DeWinp. What I am asking: Were you ever present when Mr. 
Naster discussed with Mr. Teitelbaum his tax case? 

Mr. Narnuan. I don’t think so. I am pretty sure not. I would 
have to say no. 

Mr. DeWrnp. Did you ever go to the Department of Justice to 
discuss a tax case with Mr. Caudle or anybody else ? 

Mr. Naruan. No, sir. 

Mr. DeWinp. Did you ever go into the Department of Justice 
Building? 

Mr. Natruan. Yes, I did, a couple of times. 

Mr. DeWinv. What did you go there for? 

Mr. Naruan. Just to visit and say “Hello.” 

Mr. DeWrxp. Well, with whom did you visit and say “Hello”? 

Mr. Naruan. Mr. Caudle. 

Mr. DeWinv. Anybody else? 

Mr. Naruan. I might have seen one or two of the other boys around 
there. I don’t know. I never visited with anybody else but him. 

Mr. DeWinpv. Well, can you recall seeing anybody else? 

Mr. Narnan. I seen Mr. Smith there, and I seen Mr. Rothwacks. 
I knew them two fellows. 

Mr. DeWinpv. But you never called on any of those people to talk 
about a tax case / 

Mr. Naruan. No, sir. 

Mr. DeWinv. Did you ever discuss a tax case with any of those 
people ¢ . 

Mr. Naruan. No, sir. Iam pretty sure it never came up. I had 
no reason for it. 

Mr. DeWinv. Well, then, you are sure you never did. 

Mr. Naruan. Iam pretty sure I never did. 

Chairman Kine. The committee will recess for 5 minutes. 

(Short recess.) 

Chairman Kine. Mr. Nathan, would you step aside temporarily, 

lease ¢ 

Mr. Rothwacks, would you kindly take the stand? You have been 
previously sworn. 

Mr. DeWinp. Mr. Chairman, I believe Mr. Rothwacks has a short 
statement that he would like to read, first. 

Mr. Byrnes. Could I inquire, before he does it: Is Mr. Rothwacks 
here at the request of the committee, or at his own request, in this 
appearance ¢ 

Mr. DeWrnp. He is here at the request of the committee, as to 
one arr but wishes to make a short statement before he is ques- 
tioned. 

Mr. Byrnes. This is at his request, this statement? 

Mr. DeWrnp. Yes. 


TESTIMONY OF MEYER ROTHWACKS, CHIEF, CRIMINAL SECTION, 
TAX DIVISION, DEPARTMENT OF JUSTICE—Resumed 


Mr. Rornwacks. Mr. Congressman, I think the answer to your 
question will be supplied by my reading of this letter. It is addressed 
to the chairman: 


My Dear CONGRESSMAN KiNG: I am enclosing a copy of a press release issued 
today by me, with the authorization of the Attorney General. The statement 
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is self-explanatory, and so is its purpose. I shall appreciate it very much if 
you will make this statement a part of your official record. If you deem it 
desirable or necessary, I shall be happy to testify before your committee con- 
cerning the subject matter of the statement. 


And this is the statement: 


I have read the report of the testimony of a Mrs. Shyrl Menkin. I take this 
immediate opportunity to brand her testimony in its context as a vicious and 
scurrilous example of an attempt to smear me on an absolutely false basis. The 
facts are as follows: 

On April 21, 1951, and not in July, as it appears she testified, I went to Florida 
on official business to confer with the United States attorney's office and with 
one of the attorneys of the Tax Division then on duty there in connection with 
the preparation of an important series of cases in that area. I was there on 
official duty for 3 days. I was on annual personal leave at my own expense for 
three additional days in order to visit with my parents, who were there. 

Several days after my arrival, I ran into Mr. Nathan accidentally at my hotel. 
I had previously met him through Mr. Caudle in Washington. From the time 
of my arrival, I had neither sought nor made any contact with him at all, nor 
did he see or contact me. 

Mr. Nathan was at the hotel with his wife and married daughter, who were 
playing cards on an outdoor terrace. He brought me over to them. I recall that 
there were one or two other ladies with them. I was presented to them. I did 
not know their names, nor do I now recall them. The introductions lasted no 
more than 30 seconds. A Mrs. Menkin now states that she was one of the ladies 
to whom I was introduced. That may very well be. However, I have abso- 
lutely no recollection of her, and I have never seen her or spoken with her since 
then. 

Sometime ago, Mr. Chairman, I voluntarily gave the substance of this state- 
ment to members of the King subcommittee staff. I had then been asked whether 
I knew a Mrs. Menkin, and I think it was your Mr. Schapiro who asked me that 
question. I stated unequivocally that I have never heard the name before, and 
that I was positive that I did not know such an individual. If Mrs. Menkin is in 
fact one of the women to whom I was introduced, and in whose presence I was 
for the period of a few brief moments, I still unequivocally assert that I have 
absolutely no recollection of her name or of her as an individual. 

Upon the one and only occasion that Mr. Nathan ever sought any information 
from me with respect to a tax case, I advised him at my office that no informa- 
tion of any kind would be given by me to anyone except authorized persons, 
and I did not give him any information. 

That is my statement, sir, and I thank you for permitting me to 
make it. 

Chairman Kine. Very well, Mr. Rothwacks. 

Mr. DeWrnp. Mr. Rothwacks, how did you come to meet Mr. Nathan 
in the first place ¢ 

Mr. Roruwacks. Mr. DeWind, to the very best of my recollection, 
I think I met Mr. Nathan either in the foyer of Mr. Caudle’s office or 
possibly at his home. 

Mr. DeWinp. At Mr. Caudle’s home ? 

Mr. Roruwacks. That’s right. 

Mr. DeWinp. Well, could you tell the committee on how many occa- 
sions—just deseribe the occasions on which you have seen Mr. Nathan 
since then. 

Mr. Roruwacks. I think perhaps I have seen Mr. Nathan two or 
possibly three times at the Department of Justice Building, and I 
think it would be mostly in the foyer of Mr. Caudle’s office. I have 
seen him once or twice in Mr. Caudle’s home. I saw him once in 
Florida and once very briefly in New York City. 

Mr. DeWinp. Was the one time you saw him in Florida the time 
you saw him at the hotel? 

Mr. Roruwacks. That is exactly so. 
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Mr. DeWinv. You never saw him at his home in Florida? 

Mr. Roruwacks. I did not. I was invited to Mr. Nathan’s home by 
both Mr. Nathan and his wife, and I did not enter his home. 

Mr. DeWinp. Did you ever speak to Mr. Caudle about Mr. Nathan? 

Mr. Roruwacks. Mr. DeWind, you are asking me a very embar- 
rassing question. 

Mr. DeWinv. Well, I don’t intend to be embarrassing, but I believe 
it is pertinent to this inquiry. ‘ 

Mr. Roruwacks. I know you do not wish to embarrass me. I ap- 
preciate that fact. 

Mr. Caudle once told me that he had been informed by someone in 
the Department that Mr. Nathan had a record. Mr. Caudle told me 
that he had examined that record and had satisfied himself that despite 
it he was convinced that Mr. Nathan was his friend. Mr. Caudle, as I 
remember, asked me what I thought of Mr. Nathan; and to the best 
of my recollection, I think I said something to the effect, very briefly, 
because I would not presume to evaluate anyone else’s personal 
friends—I think to the best of my recollection I characterized Mr. 
Nathan as a “rough diamond.” 

Mr. DeWinxp. Was that the only conversation you had with Mr. 
Caudle about Mr. Nathan? 

Mr. Roruwacks. What was that, sir? 

Mr. DeWinv. Was that the only conversation you ever had ¢ 

Mr. Roruwicks. Yes. I think so. I think so, 

Mr. DeWinp. Did you ever talk about Mr. Nathan’s friendship 
with Mr. Caudle, to anyone else in the Department ¢ 

Mr. Roruwicks. Yes; with Mr. Turner Smith. I would say that 
Mr. Turner Smith talked to me about it. 

Mr. DeWinp. All right. Could you relate how that came about, 
and the circumstances, and what was said / 

Mr. Roruwacks. While Mr. Caudle was in Europe, this summer, 
Mr. Smith came to me one day and told me that he had heard some 
very ugly rumors about a case which was not yet in our oflice. I told 
Mr. Smith that it was my very best opinion that he should convey 
all the information he had to Mr. Caudle immediately upon Mr. 
Caudle’s arrival from Europe. And I do not know whether that was 
done, because when Mr. Caudle arrived I was in Frankfurt, Germany, 
as a special prosecutor for the Department of Justice in connection 
with two criminal cases there. 

Mr. DeWinp. Can you state what was the name of the case that Mr. 
Smith said he had heard ugly rumors about / 

Mr. Rornuwacks. Mr. DeWind, I do not think that the name of the 
case Was given to me at the time that Mr. Smith discussed it with me, 
but now IT do know that the case was the Teitelbaum case, the subject 
of yesterday's publicity, which incidentally came to our office very 
recently. 

Mr. DeWinxp. Did Mr. Smith reveal the source of the rumors he 
had heard ¢ 

Mr. Roviwacks. Yes; he did. 

Mr. DeWinp. What were they? 

Mr. Roriwacks. I believe he said that he had heard this from Mr. 
I. T. Cohen. 

Mr. DeWinxp. Now, you mentioned another case, the case that Mr. 
Nathan came to see you about or made some inquiry about. Can you 
state the name of that case? : 
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Mr. Roruwacks. May I give you the circumstances surrounding 
that, Mr. DeWind / 

Mr. DeWinp. Certainly. 

Mr. Rormuwacks. One day during Mr. Caudle’s absence from the 
city, I believe, Mr. Nathan came into my office with a gentleman from 
Pittsburgh. I do not remember his name, except that he was a heavy- 
set gentleman who was identified by Mr. Nathan as an accountant. 
This accountant had been the professional adviser, as an accountant, 
of a taxpayer who was then under indictment in another part of the 
country. 

Mr. Nathan stated to me, to the best of my recollection, that he was 
merely passing by to say “hello” to Mr. Caudle, that Mr. Caudle was 
not there, that this man, this other gentleman, whose name I do not 
recall, but whose name I am sure Mr. Nathan will recal!—that this 
gentleman was interested in the status of the case. I remember the 
conference very clearly, because it was one of the shortest conferences 
I have ever held in my life. 

I asked this gentleman, “Do you represent the defendant ¢” 

He said, “No.” 

IT asked Mr. Nathan, “Do you represent the defendant ¢” 

He said, “No.” 

T said, “Gentlemen, IT will not give you any information of any kind 
pertaining to this matter.” 

The conference ended there. And, Mr. DeWind, IT cannot give 
you the name of the case. I beg to be excused from giving you 
the name of the case in public hearing, because the case was prose- 
cuted, and indictment was returned, an indictment had been returned 
long before this incident. The defendant has entered a plea. He is 
about to be sentenced. And T think it would be an injustice to the 
court as well as to the taxpayer, as well as to the Department of 
Justice, for me to divulge the name at this time, so shortly after 
the imposition of sentence. 

I will give the committee the name in executive session, with per- 
mission, of course, to make that name public as soon as sentence has 
been Imposed, 

Mr. DeWixp. Mr. Chairman, is that a satisfactory solution 

Chairman Kine. T would say without objection that that explana- 
tion would stand. 

Mr. Reruwacks. Thank vou, sir. 

Mr. DeWinv. You said, Mr. Rothwacks, when you were in Florida, 
Mr. Nathan, or Mrs. Nathan, invited you to their home, and you 
declined to go. 

Mr. Roruwacks. Yes. I did not decline to go. I simply did 
not go. 

Mr. DeWinp. Did you have any particular reason for not going / 

Mr. Rornmwacks. Yes. [T was there on official duty for 3 days. I 
took 3 days’ leave. This was after our very burdensome March 15 
season. I had just finished the trial of a long case in Newark, N. J.. 
the Roetgen case, with Mr. Charles ‘Tine—no, I think I had just 
finished writing the brief on appeal in that case. And T just didn't 
feel like visiting with anybody. Furthermore, Mr. Nathan is Mr. 
Caudle’s friend, and there would be no reason for me to visit with 
him in his home. And I do not mean to be disparaging in this respect. 
Phere simply would be no reason for me to visit in his home. Mr. 
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Nathan might not wish to visit in my home, although he might. I 
don’t intend to be disrespectful or disparaging. It just did not seem 
to me to be the thing I wanted to do, to visit with Mr. Nathan in 
his home. I did not find the time to do it. I don’t think I gave any 
thought to it. 

Mr. DeWinp. I think you said, Mr. Rothwacks, possibly in your 
statement, that you stayed at the hotel at your own expense. Was 
that the Sherry-Frontenac ? 

Mr. Roruwacks. It was, sir. 

Mr. DeWinpv. I gathered from that that you paid the full rate 
and the full charge at that hotel ¢ 

Mr. Roruwacks. Well, Mr. DeWind, I don’t recall what I paid, 
but I would say it was somewhere between $8 and $12 a day, which 
is the best of my recollection. 

Mr. DeWrnp. All I wanted to get straight in the record was that 
there was no special arrangement of any kind. 

Mr. Roruwacks. Not as far as I was concerned; no, sir. 

Mr. DeWinp. You hadn't stayed there at Mr. Nathan’s suggestion ¢ 

Mr. Rornwacks. Oh, no, sir. I stayed there at Mr. Caudle’s sug- 
gestion. Mr. Caudle had recommended it as a fine hotel. 

Mr. DeWrnp. There was no suggestion of a special rate that you 
ever heard about ? 

Mr. Rornwacks. No, sir; not as far as I am concerned. 

Mr. DeWrnp. That is all, Mr. Chairman. 

Mr. Byrnes. Mr. Rothwacks, you are probably acquainted with the 
testimony of Mrs. Menkin yesterday. You referred to part of it in 
your statement that you presented for the record. 


Mr. Rornwacks. I read it in the wrtaeg ag” sir. 
3 


Mr. Byrnes. Do you remember meeting Mr. Nathan and Mrs. Men- 
kin around the pool at the Sherry-Frontenac ? 

Mr. Roruwacks. Yes. It was in the open terrace, which includes 
the pool. That is exactly right. 

Mr. Byrnes. Did Mr. Nathan at that time take you over to meet 
Mrs. Menkin? 

Mr. Roruwacks. Mr. Nathan took me over to meet his wife and his 
married daughter, and as I recall there were one or two other ladies 
playing cards withthem. And Ido not know; if Mrs. Menkin was one 
of the ladies, I was introduced to her. The introductions lasted no 
more than 30 seconds, and I don’t think I was at that table for any 
more than a minute or two. 

Mr. Byrnes. Do you recall at that time putting your arm around 
Mr. Nathan and saying, “This is my buddy”? 

Mr. Roruwacks. I do not. 

Mr. Byrnes. You deny that categorically? 

Mr. Roruwacks. I do not have any seiadiostion of it. It is a most 
unlikely thing for me to do. 

Mr. Byrnes. Do I understand that even though it is unlikely, there 
might still be a possibility that you did it? 

Mr. Roruwacks. I have no recollection of doing that at all, sir. 
Mr. Byrnes. You do not deny, though, categorically, that you did 
do it? 

Mr. Rornwacks. I have no recollection of it. I don’t know. I 
would say that it would be very unlikely for me to do that. Mr. 
Nathan was Mr. Caudle’s friend. He was not my buddy. 
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Mr. Byrnes. Did Mr. Nathan introduce you as a very good friend 
of his? 

Mr. Rormwacks. I don’t remember what Mr. Nathan said. He in- 
troduced me to his wife and his daughter and the two ladies, I think, 
who were at that table. 

Mr. Byrnes. You cannot remember anything other than that you 
met some people ? 

Mr. Roruwacks. Exactly, sir. 

Mr. Byrnes. There is nothing in detail about it that you recall / 

Mr. Roruwacks. Exactly. And I don’t remember whether Mrs. 
Menkin was one of the ladies. If she was, then I met her, because I 
was introduced to one or two ladies who were playing cards with 
Mrs. Nathan and Mrs. Nathan’s daughter. 

Mr. Byrnes. That is all. 

Chairman Kreg. Is there anything further? 

You may be excused, Mr. Rothwacks. 

Mr. Roruwacks. Thank you. 

Chairman Kine. Will you resume the stand, Mr. Nathan, please? 

The assistant counsel, Mr. Charles Lyon, will proceed with Mr. 
Nathan. 


TESTIMONY OF FRANK NATHAN, ACCOMPANIED BY HIS COUNSEL, 
LORING BLACK—Resumed 


Mr. Lyon. Mr. Nathan, you heard the testimony, I take it, of Mr. 
wa ge last evening 

Mr. Naruan. I believe I did. 

Mr. Lyon. You heard him refer to a time, which I think he placed 
some time in late 1948, after which he adopted a policy of trying to 
avoid having dealings with you ? 

Mr. Naruan. I didn’t catch that question, sir. ; 

Mr. Lyon. Do you recall his having stated that along about the end 
of 1948 he began to feel that he ought to avoid having dealings with 
you / 

Mr. Navuan. I think I heard him say that, if I remember. I don’t 
remember what he said it was, but I remember him saying something 
like that. 

Mr. Lyon. Did he communicate that attitude to vou at the time? 

Mr. Naruan. Well, I couldn’t very well say. I wouldn’t know for 
sure—up until one day in the lobby of the Mayflower Hotel, he walked 
over to me, and he said, “You have been using my ni: ume around.” He 
says, “It is going to be hard for you to get any deals.” 

T says, “Well, why?” I got kind of angry, and I says, “Well, why? 
What did I do?” 

“Well,” he says, “it’s going to be very tough for you to get any kind 
of deals around here any more.’ 

I says, “Well, I think I am entitled, asa citizen of the United States, 
to still try and buy some deals, and: I am going to keep trying.” 

He says, “Well, that is up to you.’ 

And I never did get any deals after that; if that is the time you are 
referring to. That is the only time he ever sort of hopped on me about 
something. 

Mr. Lyon. I think he placed this in late 1948. 
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Mr. Naruan. I don’t remember when this thing came up about me 
not getting this—I don’t know the time. I know he said it to me once. 
1 got kind of angry about it, good and angry. 

Mr. Lyon. You have had deals with the War Assets Administra- 
tion since that time, have you ¢ 

Mr. Naruan. No, sir. 1 have tried to get some, but I never finished 
any of them. I never got any. 

Mr. Lyon. Well, when was the contract made with respect to the 
Torrance plant in California ? 

Mr. Naruan. I really don’t remember. 

Mr. Lyon. Well, how do you know, then, that it was after the time 
that Mr. Larson spoke to you ¢ 

Mr. Naruan. I didn’t say I know when the time was. I don’t know 
the time. Iam just saying he came up to me one day and bawled me 
out. And I got kind of angry about it, and I said I was still going to 
try to get deals. I don’t believe I got a deal after that at no time. 1 
am pretty sure I didn’t. 

Mr. Lyon. I take it you are not positive, now, about that? 

Mr. Natuan. Well, now, [don’t know when it was. I don’t remem- 
ber the time. I can’t place no special time on such things that come 
up. 
Mtr. Lyon. Well, have you gotten the impression at any time in the 
last. say, 2 years, that Mr. Larson was trying to avoid you ¢ 

Mr. Naruan. Well, I didn’t feel that he was trying to avoid me. I 
called him a few times and tried to get him. I tried to find out about 
some oil deals and different things like that. He answered the phone 
a few times, and a few times the girl used to say, “He is tied up,” 
“busy,” and things like that, and a lot of times he didn’t answer the 
phone on me. I don’t know whether he was there or not. 

Mr. Lyon. Well, were these telephone conversations just very short 
calls in which he would try to bring it to a close as soon as possible ¢ 

Mr. Naruan. I don’t know how long they lasted. Sometimes a lit- 
tle longer than others. Sometimes | kept asking him questions about 
some oil deals out there, and it might take a little longer than others. 
I don’t know. 

Mr. Lyon. Where would you call him on the telephone? Where 
would he be / 

Mr. Naruan. I would either call him at his home or call him at his 
office. 

Mr. Lyon. Those were the only places you called him? 

Mr. Naruan. Yes; I believe so. Lam pretty sure. 

Mr. Lyon. Didn't you make a long-distance call to him when he was 
in California some time in 1949? 

Mr. Naruan. I don’t know. I might have. Tam not sure now. I 
might have. I might have called him anywhere. 

Mr. Lyon. At a time when he was in Los Angeles ¢ 

Mr. Naruan. Beg pardon, sir? 

Mr. Lyon. Would it refresh your recollection if I suggested that 
he was in Los Angeles? 

Mr. Naruan. I don’t know where I might have called him. I might 
have called him anywhere in the country. I call a lot of people all 
over the country. T don’t remember where I call them. 

Mr. Lyon. Was that a long conversation ¢ 
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Mr. Naruan. I really wouldn’t remember, honest. I wouldn't re- 
member the conversations. I wouldn't remember what it was about. 

Mr. Lyon. Well, would it assist your recollection if I told you that 
the telephone records at the Waldorf Astoria Hotel indicated that you 
made a call to him in Los Angeles in 1949 that lasted, let’s say, 17 
minutes ¢ 

Mr. Naruwan. | wouldn't remember what it was about. 

Mr. Lyon. You haven't any idea what you talked about ¢ 

Mr. Naruan. No, I really don’t. I probably talked to him on an 
oil deal of some kind. 

Mr. Lyon. That would be an oil deal ? 

Mr. Naruan. I am pretty sure it would. It couldnt have been 
anything else. [don’t remember. It might have been trying to buy 
a building or something. 

Mr. Lyon. What is that? 

Mr. Naruan. It might have been trying to buy a building. I don't 
remember when it was. 

Mr. Lyon. You did talk to him about someone that wanted to buy a 
building ¢ 

Mr. Narnan. I didn’t say Idid. I said it might have been. [don't 
know what the conversation was. I don’t remember. 

Mr. Lyon. Now, let’s turn to that occasion when Mr. Larson was 
your guest at the Waldorf Astoria. How did that come about ¢ 

Mr. Naruan. I believe what he said vesterday—I don’t remember 
the incident. It could have been. He probably was in the lobby 
there, and I probably helped him get a room or something. IT dont 
remember how it came about. I really don’t. 

Mr. Lyon. You just happened to see him in the lobby and said 
“hello.” and he said he was having trouble getting a room’ Is that it ¢ 

Mr. Narian. It could have been. I don’t know. That is what I 
heard him say here yesterday. I don’t remember exactly how it came 
about. 

Mr. Lyon. The charge was put on your bill, wasn't it / 

Mr. Narnan. A lot of times whenever I would tell the clerk to get 
somebody a room, they would put me on the bill, just like with Mr, 
Naster, as I said before. He stood in mv room ana was registered 
there, and they didn’t give him any bill. They gave it to me, put it 
on my bill. 

Mr. Se Those are just telephone calls you are talking about, 
faras Mr. Naster was concerned ¢ 

Mr. Narnan. Yes. but he stood in my room too. They charged me 
for the room with him in there. He was registered in there, but I 
paid that, because I didn’t pay much attention to it. Because on the 
phone calls, they sent me his bill and wanted me to pay it. 

Mr. Lyon. Who else has been a guest in your room or suite at the 
Waldorf Astoria in, say, the last three or four years? 

Mr. Narnan. Oh. any number of people. I wouldn't remember who 
they were. Any number of people come there at different times. 

Mr. Byrnes. You can name one, can you not? You ought to be 
able to remember one or two. 

Mr. Naruan. There was Mr. Birnbaum, from the Nan Buntley 
Suits and Frocks, who had been over to see me. There were so many 
people T can’t even think of their names. You just hit me with 
questions. 
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Mr. Byrnes. Name what names you can think of. Go right down 
the list. We have got a lot of time. 

Mr. Naruan. All right. Mr. Morris Birnbaum from Nan Buntley 
Suits and Frocks; Mr. Henry Israel, a jeweler there. Lots of them. 
I can’t think of them right off, this second, that fast. 

Mr. Byrnes. So many you can’t think of them ? 

Mr. Narnan. A lot of people come to my rooms, an awful lot of 
them. 

Mr. Byrnes. We are talking about people that used your room. 
We are not talking about people that just stopped in. 

Mr. Naruan. Oh, they didn’t use my room. No. I thought you 
meant visits. They just come in to say “hello.” 

Mr. Lyon. Mr. Nathan, the purpose of my question was to ask you 
what people have stayed in your hotel room for whom you have been 
billed. 

Mr. Naruan. I wouldn't remember if there was anybody that has 
stayed there. I really wouldn’t. It is impossible to remember that. 

I wouldn’t remember that, because I don’t remember if anybody 
stayed there or not. 

Mr. Lyon. You now remember Mr. Larson, don’t you ? 

Mr. Naruan. Being that you mention it; yes. I wouldn't have re- 
membered that in a million years. 
ie are incidents. I don’t know how you can remember things 
ike that. 

Mr. Lyon. Hasn’t Mr. Caudle been your guest at the Waldorf 
Astoria in New York? 

Mr. Naruan. He might have, now, I am not sure. He could have 
been there and stood there, and probably the same way they charged 
his bill to me, or something like that, and he was there a few times, 
and I don’t know whether I paid them or not. I am pretty sure if 
they put them on my bill, I never checked a bill in my life yet, any 
hotel will tell you that. 

Mr. Lyon. I take it from what you say that you equally would 
not know whether the charges for these guests would make up part 
of the deduction you take in your tax returns for travel and enter- 
tainment ? 

Mr. Narnan. I do a lot of traveling, and not entertainment, and 
T have a lot of expense. I travel all over the country, and I try to 
get other kinds of deals besides Government deals, and I can tell 
you lots of them if you want me to tell; I can tell you a few of them, 
and I have marked them down as I happened to think of some of 
them during the night. 

Mr. Lyon. I was only directing attention to the people that had 
been your guests. 

Mr. Natuan. I can’t remember who was my guests different places. 

Mr. Byrnes. Did you have a lot of people as your guests ? 

Mr. Naruan. You mean to stay with me? 

Mr. Byrnes. Staying in your room and you paying their bill. 

Mr. Natuan. I don’t think so. I am pretty sure not. 

Mr. Byrnes. This is not a case where you had so many that you 
cannot remember ? 

Mr. Natuan. I am pretty sure not, sir. 

Mr. Byrnes. Do you remember of any cases? 

Mr. Natruan. Not if they charged it to my bill, I don’t know. 
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Mr. Byrnes. Don’t you check your bills? 

Mr. Natuan. No, sir. 

Mr. Byrnes. You do not? You pay anything they hand you? 

Mr. Natuan. The hotels will tell you that I never checked a bill yet. 

Mr. Byrnes. You do not? Do you take a copy of it? 

Mr. Naruan. No. They mail them to the house, but I don’t pay no 
attention tothem. I am very lax in that respect, really 1 am. 

Mr. Byrnes. That is not the only respect. 

Mr. Naruan. I can’t help it, that is the way I have lived all of my 
life, it is the truth. I haven't changed one bit in my life; I have 
lived this way. 

Mr. Byrnes. And you cannot remember whom you have invited to 
stay in your room? 

fr. Narnan. I didn’t invite anybody, and if they happened to get 
a room and it was charged to me, I didn’t know it, and if it was on 
my bill, I didn’t pay no attention to it. 

Mr. Byrnes. Did you ever invite anybody to stay in your room, 
whether they ~ for the bill or you paid for the bill ¢ 

Mr. Naruan. I don’t believe I ever did it that way, no sir. 

Mr. Byrnes. I did not quite get your answer? 

Mr. Naruan. I don’t believe I did it that way. They stood there, 
and if they had a room next to me and they put it on my bill, if I 
registered with them, maybe the clerk would put my name down 
alongside of them and put it on my bill, and I don’t know how they do 
it, but it has happened. 

Mr. Byrnes. You have never paid any attention to that ? 

Mr. Naruan. Honestly, I haven't. 

Mr. Byrnes. Do you know that you have been charged, though, 
for people who have stayed in your room ¢ 

Mr. Naruan. It could have been, now, and I never paid any at- 
tention to it, and I am pretty sure it could have been. 

Mr. Byrnes. You think that you could have been charged? 

Mr. Naruan. Oh, yes, it could have been. 

Mr. Byrnes. You could have been charged the hotel bill of some 
a gs 
Mr. Natruan. It could have been, but I didn’t pay no attention to it. 
It didn’t have to be public officials. It could be anybody I registered 

for. 

Mr. Byrnes. Do you remember registering for anybody ? 

Mr. Naruan. I don’t remember registering for anybody. 

Mr. Byrnes. Would you say you did not register for any body ? 

Mr. Naruan. If I was alongside and told the clerk to give them a 
room, and it is hard to get rooms and I know them clerks, and they 
help met get a room for them. 

Mr. Byrnes. You testify here that you never asked them to register 
somebody in your name? 

Mr. Naruan. No. 

Mr. Byrnes. And send the bill to you? 

Mr. Naruan. No. 

Mr. Byrnes. That you have never done that on any occasion ? 

Mr. Naruan. I never ordered anybody to do it. 

Mr. Byrnes. Or asked them? 

Mr. Naruan. No, sir, I never ordered anybody, no clerk or any- 
body, to do it, and if they did it, they did it on their own. 
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Mr. Byrnes. They did it against your wishes ? 

Mr. Narnan. I didn't object to it, and I didn’t know whether they 
did or not, and I didn’t object to it. 

Mr. Byrnes. You say categorically here that you never paid for 
a room for anybody ? 

Mr. Naruan. It could have been, sir, and I didn’t say I didn’t, and 
I probably paid lots of them, and I don’t know. But I didn’t pay no 
attention to them. 

Mr. Byrnes. And you never asked the clerk in the hotel to charge 
a room to you? 

Mr. Naruan. No, sir, any of them will tell you that. 1 never did. 

Mr. Byrnes. You never did that under any occasion / 

Mr. Naruan. No, sir. Lots of them might have done it but I 
haven't paid any attention to it, and any of them will tell you that. 

Mr. Byrnes. Did they know that you paid bills for people, even 
though you never requested that they bill you for them? 

Mr. Naruan. I don’t know, I really don’t know if they did it or not. 

Mr, Lyon. Well, what would you do; would you tell these people, 
like Mr. Larson, “Why don’t you use my room?” Is that how the 
thing would come out ¢ 

Mr. Naruan. I don’t remember what happened in ag particular 

case, and I really don’t, and it is not fresh to me because I don’t even 

remember being there. And I could have been there, and I could have 
got the room, and he could have used the other room, and I had a suite 
lots of times, and I took suites, and I don’t know what happened, 
I really don’t. 

Mr. Lyon. I understand you are not even sure that you were there 
at the hotel when Mr. Larson used your room ¢ 

Mr. Naruan. I said I could have been there, and I don’t remember 
the incident, and it could have been, if he remembered it. I don’t 
remember it, 

Mr. Lyon. Did you ever pay anybody's hotel room at the Sherry- 
Frontenac in Miami Beach ? 

Mr. Naruan. What do you mean by “anybody's 

Mr. Lyox. Any one or more persons at any time. 

Mr. Naruan. I know of one I paid. 

Mr. Lyon. Who was that ? 

Mr. Naruan. Father Smith. 

Mr. Lyon. Is that the only one you can think of ¢ 

Mr. Naruan. I believe so. There might have been somebody 
charged me if I got a room for somebody. 

Mr. Lyon. Do you have a charge account there / 

Mr. Naruan. Yes, sir. 

Mr. Lyon. Do you have a charge account at any other hotels? 

Mr. Naruan. I believe so. I don’t know if it is a charge account. 
Tecan get all of the credit T want in them places. 

Mr. Lyon. What hotels can you get credit at ? 

Mr. Narnuan. All of the Hilton chain, I have got a Statler card, 
and Sherry-Frontenac, Casa Blanca, and those are about the only ones 
that I know of right offhand. 

Mr. Lyon. Are there hotels where you are unable to get credit ? 

Mr. Naruan. I don’t know, They never turned me down. I don’t 
know, 
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Mr. Lyon. Are there hotels that have told you that they didn’t want 
you to come around any more? 

Mr. Naruan. Well, I don’t know they didn’t want me around. 
I used to stay at the Statler, and ] moved out of there, and I moved 
up to the Mayflower. 

Mr. Lyon. What did you say about the Statler? 

Mr. Naruan. I used to stay at the Statler, and then I moved to the 
Mayflower. 

Mr. Lyon. Well, was there some special reason for your leaving the 
Statler? 

Mr. Naruan. Well, I got kind of angry. There was a fellow left 
some slips for me, and the assistant manager got ahold of it. and they 
found out T was playing the horses, or something, and I don’t know, 
and when I came back to get a room the following week, they told me 
I couldn't have a room, and that was the only reason. 

Mr. Lyon. It was because they were worried about your gambling 
activities: is that it? 

Mr. Naruan. I don’t know. This bellboy happened to have some 
slips that a fellow left for me that I owed some money for some 
horses. 

Mr. Lyon. Mr. Nathan, do you know of a company called Atlantic 
Investors ’ 

Mr. Naruan. I believe it is down here in Washington, ain't it? I 
believe I was there once or twice, I am pretty sure. 

Mr. Lyon. What is that ? 

Mr. Naruan. I believe I was there once or twice, T am not sure. 

Mr. Lyon. What sort of business are they in? 

Mr. Natriuan. I don’t know. 

Mr. Lyon. You haven't any idea? 

Mr. Narnan. I really dont know, and I sold them some oil, I 
think. 

Mr. Lyon. You sold them some what ¢ 

Mr. Naruan. Some oil. 

Mr. Lyon. Does Larry Knohl have any connection with that com- 
pany‘ 

Mr. Narnayn. That is where I saw him. 

Mr. Lyon. You have seen him there / 

Mr. Narnuan. Yes, sir. 

Mr. yee How did that transaction come about / 

Mr. Naruan. What transaction ? 

Mr. L yon. You said that you sold them some oil. 

Mr. Naruanx. Well, there was a fellow around here told me about 
an oil deal in Kansas, and I went and presented it to him. 

Mr. Lyon. Who was that fellow who told you about it? 

Mr. Naruan. Mr. Daly, an attorney here in Washington. 

Mr. Lyox. What is his first name? 

Mr. Naruan. Ed Daly, D-a-l-y, I think. 

Mr. Lyon. He told you that there was some oil property in Kansas 
that could be purchased ? 7 

Mr. Naruan. Some production. And T went up and saw Knohl 
and told him about. it, and he bought it. And he dickered with him 
first, and he bought it, and he gave me a commission of $5,000 out 
of it. 

Mr. Lyox. He bought this oil property, is that right ¢ 
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Mr. Naruan. I believe he did, and he gave me a commission. 

Mr. Lyon. Was that Mr. Knohl individually, or what ? 

Mr. Naruan. I don’t know who bought it, and he gave me the 
comnission for it, and I told him about the deal and he went out there 
and consummated it, or he must have closed it, because he gave me a 
commission, and he gave me $5,000. 

Mr. Lyon. Did he pay you by check or in cash ? 

Mr. Naruan. I believe he paid me by check, I am pretty sure, and 
I don’t remember now, but I am pretty sure he paid me by check. 

Mr. Lyon. You don’t remember who the check was from? 

Mr. Naruan. I really don't. 

Mr. Lyon. Except that you were dealing with Mr. Knohl in the 
matter ? 

Mr. Narnan. That is right. 

Mr. Lyon. Was this in 1950? 

Mr. Naruan. I don’t remember when it was. 

Mr. Lyon. Your accountant has been good enough to send us re- 
tained copies of your 1950 tax return, and if you would like me to 
refresh your recollection, I perhaps could do so. 

Mr. Naruan. That would be all right; it would help. 

Mr. Lyon. This has under the under the head of “Total Wages, 
Salaries, Bonuses, Commissions, and Other Compensation,” an item, 
“Atlantic Investors, Inc., $5,000.” 

Mr. Natuan. I believe so. 

Mr. Lyon. That is the transaction yon are referring to? 

Mr. Narnan. Yes. I told them to write to different people I did 
business with, and he did, and they must have sent it to him, because 
I didn’t remember the different ones, I never marked them down, and 
I always told him about the different fees I had, and he would take 
care of it, my accountant. 

Mr. Lyon. What part of 1950 was it when you received this $5,000 ? 

Mr. Narnuan. I don’t remember, sir. It 1s on there, and it must 
be on there somewhere, and I don’t remember it. 

Mr. Lyon. The return doesn’t say, other than it was in 1949. 

Mr. Naruan. I really don’t remember the dates, honestly. 

Mr. Lyon. Was it about the time Mr. Caudle received a $5,000 
commission on the sale of an airplane to Mr. Knohl? 

Mr. Narnan. I never heard of that until I read it in the newspaper. 

Mr. Lyon. You never heard of that before? 

Mr. Natuan. No, sir; positively not, and I never heard of it. 

Mr. Lyon. This you are sure of ? 

Mr. Naruan. I am very sure of it. 

Mr. Lyon. What other business dealings have you had with Mr. 
Knohl? 

Mr. Naruan. My son was supposed to marry his daughter. 

Mr. Lyon. That we have heard about. This oil deal is the only 
business transaction that you had with him? 

Mr. Narnan. Well, we had a little—he helped me out a few times 
when I was short and didn’t have no money, and things, different 
times, and there was a little difference between us, and that is about 
all. And my son was going with his daughter. 

Mr. Lyon. He loaned you money ? 

Mr. Natnuan. He loaned me some money, ves. 

Mr. Lyon. How much has he loaned you? 
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Mr. Natuan. I don’t remember, really I don’t. 

Mr. Lyon. When did these loans take place? 

Mr. Naruan. While my son was going with his daughter. I felt 
if I owed him any more, he should pay me, because he had a couple 
more of them deals out there in Kansas, and he said he would take 
care of me, and he never did, and so that is why we never settled up 
yet, and he bought some more of that production out there, and he 
said he would take care of me, and he never did that. And we have 
never gotten together since the kids fell out. 

Mr. Lyon. Don’t you have any idea how much money he has loaned 
to you? ° 

Mr. Naruan. I have no idea in the world. 

Mr. Lyon. You think maybe you owe him some money today ? 

Mr. Naruan. Beg pardon? 

Mr. Lyon. You think you owe him some money ? 

Mr. Narnan. There might be a little difference, [ am not too sure. 
Not too much, on account of that oil deal out there. I told him about 
the deal, and he said he would take care of me as he went along if he 
bought any more, and he has never did it vet. 

Mr. Lyon. Do you know a man named George Knohl/ 

Mr. Natuan. Yes, sir. 

Mr. Lyon. Is he any relation to Larry Knohl? 

Mr. Naruan. His brother. 

Mr. Lyon. Where does George Knohl live? 

Mr. Natruan. Miami Beach, Fla. 

Mr. Lyon. Have you had any business transactions with him? 

Mr. NarHan. My son is married to his daughter. 

Mr. Lyon. Perhaps you didn’t understand my question. My ques- 
tion is whether you had any business transactions with him. 

Mr. Naruan. No, sir. 

Mr. Lyon. You haven't? 

Mr. Natuan. I am pretty sure never. 

Mr. Lyon. Do you know Frank Costello? 

Mr. Narnan. No, sir. I have seen him, but I never spoke a word to 
him in my life. 

Mr. Lyon. Where do you see him? 

Mr. Naruan. Around the Waldorf. 

Mr. Lyon. You know it is Costello? 

Mr. Natruan. I am pretty sure it is; yes. 

Mr. Lron. What makes you think it is Costello? 

Mr. Naruan. They told me who he was in the barber shop, they 
told me in the barber shop, and I go in there a lot, and I never spoke 
a word to the man in my life. 

Mr. Lyon. Do you know a man named Morris Weiner? 

Mr. Narwan. Yes, sir. 

Mr. Lyon. Where did you meet him? 

Mr. Naruan. I was raised with him as a child, and we were kids 
together, in Pittsburgh. 

Mr. Lyon. When was the last time you have seen him? 

Mr. NatHan. I don’t remember. It has been a long time, I guess, 
a year or two, and I haven’t seen him in a long time. 

“Mr. Lyon. What business dealings have you had with him? 
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Mr. Narnan. Well, I believe IT had one deal with him in 1940 
sometime, where I sold 500 barrels of whisky for him and made 
$2,500.00. T don't know how much commission it was. I made 
$2,500 on 500 barrels of whisky, and he was in the whisky business. 

Mr. Lyon. Did you use to be in the liquor business ¢ 

Mr. Naruan. No. 1 was selling around, and I was trying to make 
deals, and I had someone to buy it, and I found out who had it, and 
I tried to sell it to somebody who wanted to buy it. 

Mr. Lyon. Where did you get this whisky from ? 

Mr. Naruan. Mr. Weiner’s whisky, it was. 

Mr. Lyon. Then what did you do with the whisky ? 

Mr. Naruan. I sold it. 

Mr. Lyon. To whom did you sell it? 

Mr. Naruan. I don't remember the fellow’s name. He was from 
Dayton, Ohio, but I don’t remember his name. 

Mr. Lyon. Have you had any other dealings with Mr. Weiner ? 

Mr. Naruan. I don’t think so: never. 

Mr. Lyon. Have you ever bought any quantities of whisky from 
anybody else ¢ 

Mr. Narnan. I don’t believe so. 

Mr. Lyon. That is the only time? 

Mr. Narnan. Yes. 

Mr. Lyox. Do you know a man named Maurice Rosen ¢ 

Mr. Narnan. Yes, sir. 

Mr. Lyon. Where did you meet him ? 

Mr. Naruan. I met him around different places. 

Mr. Lyon. Well, just give us some examples. Where do you see 
him ¢ 

Mr. Narnan. T saw him in Florida, and I saw him in New York. 

Mr. Lyon. What business dealings have you had with him? 

Mr. Naruanx. I sold him and his sister some production of oil, 
and the ot] dropped down, and the payments started to drop, and so 
I have been paying him back his money, because the production 
dropped so bad we didn’t call it a sale, and [am returning him his 
money as | go along and I get it. and it is the only dealings | ever had 
with the man in my life. 

Mr. Lyox. Where did vou run into him 4 

Mr. Naruan. I knew the man, and I run into him a lot of places. 

Mr. Lyon. And vou don’t remember where you first met him? 

Mr. Naruan. I don’t remember where I first met him. 

Mr. Lyon. Do you have any mutual friends ¢ 

Mr. Naruan. Who? 

Mr. Lyox. You and Rosen. 

Mr. Natuan. No. 

We came up on an airplane once when I talked to him about the 
oil deal, and that is how T talked to him about the oil deal, and he got 
interested in it and then I did sell it to him. But before a couple of 
months, things started dropping, and an act of God happened where 
the thing dropped down so bad, and T told him that I would try to 
reimburse him his money if I made any money, and the sale was 
called off. And I told him to hold it, hold the payments, until such 
time as I paid him back. And I have paid him back so far $10,000 
toward it. 
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Mr. Lyon, Is there anybody else that you have gotten into an oil 
deal that you felt you ought to bail out ? 

Mr. Naruan. No; I don't believe so. 

Mr. Lyon. Do you know a man named Louis Pachritz? 

Mr. Naruan. No, sir. 

Mr. Lyon. You never heard of him? 

Mr. Naruan. I don’t believe so. 

Mr. Lyon. Do you know a man named Murray Noble? 

Mr. Natruan. I don’t believe so. 

Mr. Lyon. Do you know a man named Henry Grunewald? 

Mr. Naruan. I believe I met him here once or twice, but [ am not 
very friendly with him, and he told me about a deal once. 

Mr. Lyon. Where did you say you met him / 

Mr. Natuan. I said I think I saw him once or twice around here. 

Mr. Lyon. Around Washington ¢ 

Mr. Narnan. Yes. 

Mr. Lyon. Who introduced you 4 

Mr. Naruan. He told me about a deal. 

Mr. Lyon. What sort of deal was he talking about ¢ 

Mr. Naruan. About an FHA deal. They were going to build a 
big $25 million apartment over here in Potomac, and the man that had 
the deal had $1,500,000 in it, and they needed $114 million more to fi- 
nance the deal. And I got ahold of Sam Cohen, from the Sherry- 
Frontenac, and called him up, and told him about it. And I had the 
principal, Mr. Kerr, talk to Mr. Cohen from my phone a few times, 
and nothing developed out of it. And that is the only business I ever 
had with Mr. Grunewald, and he introduced me to Mr. Kerr. 

Mr. Lyon. Where did you meet Mr. Grunewald ¢ 

Mr. Narnan. [ probably saw him in the lobby of the hotel, and I 
only saw him once or twice in my life. 

Mr. Lyon. Did you ever do any business with him ? 

Mr. Naruan. I didn’t see anybody with him, outside of this here 
one man, this Mr. Kerr he brought to me. 

Mr. Lyon. What is Mr. Grunewald’s business / 

Mr. Naruan. I don’t know. 

Mr. Lyox. You never asked him? 

Mr. NarHan. No, sir. 

Mr. Lyon. Do you know a man named Jacob Landau ? 

Mr. NarHan. Yes, sir. 

Mr. Lyon. How long have you known him ¢ 

Mr. Naruan. It might be a couple of years, I don’t know. 

Mr. Lyon. Did you ever do any business with him ¢ 

Mr. Naruan. I sold hima couple of little oil deals that he bought. 

Mr. Lyon. Was it Mr. Caudle who suggested that you try to sell him 
some oil property / 

Mr. Narnan. No; I just called him. I met him, and I knew him, 
and I called him a couple of times trying to sell him some oil deals, 
and he bought a couple of deals. 

Mr. Lyon. Did Mr. Caudle ever suggest anybody at all to vou. as a 
prospect for getting into some of these oil deals ‘ 

Mr. Naruan. I knew they knew him, but he didn’t suggest it to me, 
and he might have sold him some, himself, and I don’t know. IT don’t 
know anything about that. 
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Mr. Lyon. Did you ever make any arrangement at the Sherry- 
Frontenac Hotel to tell them where they oak: reach you if you had 
~ long-distance telephone calls? 

Mr. Naruan. I might have told them to reach me at home, if they 
called me at the hotel, anybody. 

Mr. Lyon. Is there any other place that you told them you could 
be reached ¢ 

Mr. Naruan. I don’t thinkso. It could have been, but I doubt it. 

Mr. Lyon. Haven't you told them on occasion that you could be 
reached at the penthouse of the Roney Plaza? 

Mr. Naruan. I never was in the Roney Plaza penthouse. 

Mr. Lyon. Are you quite sure? We have that information from 
the hotel. 

Mr. Naruan. I] was never in the Roney Plaza penthouse in my life, 
and I don’t know if they have got a penthouse. 

Mr. Lyon. Do you know a man named Dominic Vita ? 

Mr. Naruan. Beg pardon? 

Mr. Lyon. Do you know a man named Dominic Vita ? 

Mr. Naruan. | don’t believe so. 

Mr. Lyon. You are not sure? 

Mr. Naruan. I am pretty sure I never heard the name. 

Mr. Lyon. Mr. Nathan, do you know a man named Pincourt? 

Mr. NatuHan. Pincourt? 

Mr. Lyon. Yes. 

Mr. Naruan. Yes; I believe so. He was from New York, and he 
was in the whisky business. 

Mr. Lyon. In the whisky business? 

Mr. Naruan. I believe he was. 

Mr. Lyon. What is his first name? 

Mr. Naruan. I don’t remember. It has been a long time since I 
saw that fellow. 

Mr. Lyon. Could it be Arthur? 

Mr. Naruan. I believe so; I am pretty sure. 

Mr. Lyon. What business dealings have you had with him? 

Mr. Naruan. Outside of that 500 barrels of whisky, none. 

Mr. Lyon. Is that the 500 barrels that you say 

Mr. Naruan. I believe he helped sell it to this fellow in Dayton, 
that is the way, I am pretty sure it was the case. 

Mr. Lyon. What is that? I can’t hear you. 

Mr. Naruan. I believe he is the one that sold it to that fellow 
in Dayton, that I told him about it, and we were sitting around the 
New Yorker Hotel, and I told him about it. And he was the one who 
sold it to that fellow in Dayton, and I am pretty sure, if I remember 
right, but I don’t remember when it was. 

Mr. Lyon. I thought you said you bought that whiskey from Maur- 
ice Weiner. 

Mr. Natuan. Well, the whiskey came from Maurice Weiner. 

Mr. Lyon. Were you and Pincourt sort of partners on this deal; is 
that right? 

Mr. Natuan. No. I made 10 cents a gallon from Maury Weiner, 
and Maury Weiner paid me. 

Mr. Lyon. How did Pincourt fit into the picture? 

Mr. Naruan. I don’t know, 1 don’t remember, and I don’t know 
where he fitted in, but I think he was the one who brought the other 
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fellow around about buying the whiskey. But I was the one that 
made 10 cents a gallon, or I am pretty sure it was 10 cents, and I 
don’t remember. I know I made $2,500 on the deal, and Pincourt 
might have sold it to this other fellow, I am not sure. 

Mr. Lyon. Was Maurice Rosen in this deal, too / 

Mr. Naruan. Not that I know of. 

Mr. Lyon. Who did you sell the whisky to in Dayton? 

Mr. Naruan. I don’t remember the fellow’s name at all, I really 
don’t. 

Mr. Lyon. Did you buy the whisky from Weiner, or is it that 
Weiner helped you buy the whisky ? 

Mr. Naruan. Weiner is the one that gave me the commission, and 
he probably owned the whisky. 

Mr. Lyon. You don’t know who owned the whisky? 

Mr. Naruan. He is the one that made the deal, and he was the 
one who sold it, and I didn’t sell it, and I was the one who got the 
customer, and he was the one that got the check for it, 1 am pretty 
sure he got the check for the whisky. 

Mr. Lyon. Was it Weiner, himself, or does he have a company ¢ 

Mr. Naruan. I don’t remember. It was him, or he was a personal 
friend of mine, and he gave me a chance to make this little money 
on this whisky. 

Mr. Lyon. Did you have any other business dealings with Pin- 
court ¢ 

Mr. Naruan. No, sir. 

Mr. Lyon. Are you acquainted with Mr. Joseph D. Nunan, Jr. ? 

Mr. Narnan. I never saw the man in my life. 

Chairman Kine. Hold on just a moment, Mr. Lyon, until the con- 
fusion subsides here a bit. 

Mr. Lyon. Mr. Nathan, do you know James B. E. Olson? 

Mr. Natnan. I don’t believe so. 

Mr. Lyon. Mr. Nathan, did you become aware that Mr. Pincourt 
got into trouble for selling whisky at over-ceiling prices? 

Mr. Naruan. No; I never knew of it. 

Mr. Lyon. You never heard of that? 

Mr. Natuan. No, sir. 

Mr. Lyon. Did he ever talk about any other kind of troubles? 

Mr. Naruan. Not that I know of. I wasn’t that personal with him. 

Mr. Lyon. He never mentioned any tax troubles / 

Mr. Naruan. No, sir. I haven’t seen him in years. 

Mr. Lyon. Do you know a man named A. S. Marshall? 

Mr. Naruan. Yes, sir. 

Mr. Lyon. What does he do? 

Mr. Naruan. He is around here in Washington and I don’t know 
much about him. 

Mr. Lyon. How long have you known him? 

Mr. Natuan. Maybe 5 or 6 years, or longer, and I don’t remember 
how long. 

Mr. Lyon. Have you ever had any business dealings with him? 

Mr. Natruan. No, sir. 

Mr. Lyon. Do you know how you met him? 

Mr. Naruan. I really don’t remember. 

Mr. Lyon. Does he know Mr. Teitelbaum ? 
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Mr. Naruan. I wouldn't know. I don't think so. 1 wouldn’t know 
at all, and I haven't seen Marshall in a long time. 

Mr. Lyon. Has Mr. Marshall ever talked to you about any tax 
matters ¢ 

Mr. Naruan. Not that I can recall. 

Mr. Lyon. What has he talked to you about ? 

Mr. Naritan. Well, he used to sit around the room, and he is a 
pretty smart fellow, and he has a lot of law cases or any other kind 
of scrap-iron deals and different kind of deals like that. But I never 
did no business with him, and | had no business dealings with him, 

Mr. Lyon. Mr. Nathan, you called Mr. Caudle on the telephone 
rather frequently over the past few years ¢ 

Mr. Naruan. Quite often, yes. 

Mr. Lyon. Say once a week, or something like that ¢ 

Mr. Naruan. Maybe more than that, or maybe less, I don’t know, 
but we talked quite often on the phone. 

Mr. Lyon. Where did you call him ¢ 

Mr. Nariuan. 1 called him at his home or at his office. 

Mr. Lyon. You called him from Miami? 

Mr. Narnan. Yes: a lot of times. 

Mr. Lyon. And you called him from New York? 

Mr. Naruan. Yes, sir, from anywhere I was. 

Mr. Lyon. What did you talk about in all of these conversations ? 

Mr. Naruan. Just “Hello.” and pass the time of day, many a time, 
and one thing and another. 

Mr. Lyon. Just to see how he is? 

Mr. Naruan. Beg pardon? 

Mr. Lyon. Just to see how he is, that is all there is to it? 

Mr. Naruan. We talked, and asked how the wives are, and the 
children, and one thing and another, and we were good friends, and 
there was nothing wrong; not a thing in the world. 

Mr. Lyon. You never talked about any tax cases? 

Mr. Naruan. No, sir. 

Mr. Lyon. Of that, you are absolutely positive ? 

Mr. Naruan. Lam very sure of it. 

Mr. Lyon. Just maybe an oil deal once in a while? 

Mr. Naruan. Yes, we talked about oil, and I talked about our 
activated gas deal once, and he sent me to Colonel Isben up here for 
the Atomic Energy Commission, or something. But though Dr. Ryan 
came up and explained it all to him, nothing ever happened that I 
heard of: and I talked to him about canned milk, fresh canned milk, 
and he called up some pure food and drug department here for me, 
and 1 went over to see them with that once. But a few times, things 
like that, but nothing pertaining to any tax cases of any kind. 

Mr. Lyon. Were there any other instances like that that you can 
remember, like the calls to the Atomic Energy Commission and the 
pure food and drug? 

Mr. Naruan. It wasn’t the—Colonel Isben, and I don’t know what 
department he was in, he was up in the Pentagon Building, and I 
don’t know whether it was the Atomic Energy Commission, but the 
scientist, Dr. Ryan, is developing this thing, some kind of an activated 
gas, and I took him up there, and he came up there with a chemist 
from Miami, Fla., and the two of them came up together, and I 
forget his name. 
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Mr. Lyon. Are there any other occasions where you called him up 
to get 2 little help like that for a friend ¢ 

Mr. Naruan. There might have been, but I am not sure. 

Mr. Lyon. I think that you mentioned Mr. Naster’s passport 
problem. 

Mr. Naruan. Yes, I called him about that, yes, for no reason; just 
to do a fellow a favor, I guess. 

Mr. Lyon. Are there any other instances of that sort that you can 
remember ¢ 

Mr. Naruan. Not that I can remember right now. 

Mr. Lyon. You never asked him to call anybody up at the War 
Assets Emerge” ation? 

Mr. Naruan. No. 

Mr. Lyon. To talk to you? 

Mr. Naruan. I don’t think so. I am pretty sure I never did. 

Mr. Lyon. You didn’t feel that that was necessary ? 

Mr. Narnan. I used to call Al Snyder every once in a while, myself, 
and tell me about what different departments he could arrange for 
me to find out about something, but Mr. Caudle didn’t call for me. 

Mr. Lyon. What is that ? 

Mr. Naruan. Mr. Caudle didn’t call for me, I don’t believe. 

Mr. Lyon. You don’t believe he ever called for you ? 

Mr. Naruan. Tam pretty sure he didn’t. 

Mr. Lyon. Your calls would be either to Mr. Larson or to Mr. 
Snyder? 

Mr. Naruan. I would call Mr. Snyder mostly. 

Mr. Lyon. Where would you call Mr. Snyder? At the office or at 
his home? 

Mr. Naruan. At the office mostly. 

Mr. Lyon. But you called him at home sometimes ¢ 

Mr. Natruan. I used to call his house once in a while. 

Mr. Byrnes. Would you speak up a little? 

Mr. Naruan. I used to call his house once in a while. 

Mr. Byrnes. What sort of things would you talk about ? 

Mr. Naruan. I asked him about his family, and his kids, and I like 
his child very much. 

Mr. Byrnes. Just talked about——— 

Mr. Natrnan. Many times. 

Mr. Byrnes. You never talked about anything in the nature of 
business / 

Mr. Narnan. Oh, yes, I asked him if he knew of any deals around, 
or if he could find anything, or if he heard of anything, and there 
were a lot of people that did want things, and he would send us to 
different departments to know where to go. But we would get there 
but nothing would happen. 

Mr. Byrnes. Did he occasionally come up with an idea for a deal? 

Mr. Naruan. No. 

Mr. Byrnes. He never did? 

Mr. Naruan. I don't believe he did. 

Mr. Byrnes. But you kept calling him, did you not ? 

Mr. Naruan. I kept calling him about other people that wanted 
stuff, just for instance, this titanium deal, and TI called him and he 
made an appointment over at the building for me, to see a couple of 
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men over there, with Dr. Lee and Mr. Maurice Hyman from Balti- 
more, and we tried to get the titanium deal together. 

Mr. Lyon. Any other appointments that he has made for you? 

Mr. Naruan. He has made quite a few, and I don’t remember 
specifically right now whether he has made them. 

Mr. Lyon. And then you also talked about what possible purchases 
might be made; is that the idea? 

Mr. Naruan. He didn’t tell me what might be made; no, sir. 

Mr. Lyon. You would ask him? 

Mr. Narnan. I would find out about them, and then I would ask 
him, and I found out about the Voice of America in New York, and 
they wanted a building there, and I got ahold of Mr. Gavertz to hunt 
around all over New York, and he owns a big building, 40-story buiid- 
ing, and he tried to find everywhere to get me a building. But. they 
didn't have enough money for the Voice of America building, and so 
he didn’t get the building for them. And I tried a lot of things. 

Mr. Lyon. What other matters have you discussed with him over the 
telephone ¢ 

Mr. Naruan. I don’t remember. 

Mr. Lyon. For the most part, you would call up and ask him if he 
knew of a possible deal, and that sort of conversation ¢ 

Mr. Natruayn. I would go over, and people would come to me with 
certain deals, or 1 would find deals and get them, and we would go 
over there and try to check to see if we could get anything, but nothing 
ever happened. 

Mr. Byrnes. Mr. Nathan, yesterday it was testified that you and 
Mr. Naster went over to Mrs. Menkin’s home sometime in April of this 
vear, and at that time you and Mr. Naster discussed with Mr. Teitel- 
baum some income-tax trouble, and at that time Mr. Naster told Mr. 
Teitelbaum that unless Mr. Teitelbaum employed you and Burt Naster 
for an amount of $5,000, he was going to have serious trouble. Do you 
recall that visit and that conversation ? 

Mr. Naruan. That is the worst falsehood that was ever in history, 
the most vicious lie in the world. 

Mr. Byrnes. Do you deny it categorically ? 

Mr. Narnan. Positively, 100 percent. 

Mr. Byrnes. You realize you are under oath? 

Mr. Narwan. Yes, sir. 

Mr. Buack. Mr. Byrnes, I think that you mentioned the sum of 
$5,000, 

Mr. Byrnes. I can’t get above that, but I meant to say $500,000. 
It has me going around, with these very high figures, which do not 
come very natural, 

At that time, or shortly thereafter, did you exhibit to Mr. Teitel- 
baum an oil lease showing Mr. Caudle and Mr. Larson had distributive 
shares / 

Mr. Naruan. I never had no such piece of paper in my whole life, 
and I never seen the guy, and I never xe of it, and I told him about 
the deal, but I never did have no piece of paper of any kind. 

Mr. Byrnes. So you deny that categorically ? 

Mr. Naruan. Positively, and that is not the truth. 

Mr. Byrnes. It was testified yesterday that sometime in the summer 
of this year, 1951, you and Mr. Naster said that you could make it 
easy for Mr. Teitelbaum in connection with tax difficulties, if the 
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amount of $200,000 was paid to one of you and $300,000 was paid to 
the other one of you. Did you ever tell Mr. Teitelbaum that, or make 
him that offer? 

Mr. Navruan. That is not the truth, and it is a vicious lie. 

Mr. Byrnes. You deny it categorically ¢ 

Mr. Narnan. Positively. 

Mr. Byrnes. It was testified also yesterday by Mr. Teitelbaum, that 
on or about the 17th day of July 1951, you drove up to a house on 
La Gorce Drive, in an open Cadillac, called for Mr. Teitelbaum, and 
drove away a few blocks and had a conversation with him relative to 
some tax difficulties. Do you deny that? 

Mr. Natwn. [absolutely deny that. That is a positive lie. 

Mr. Byrnes. I am reading the followi ing conversation, and I want to 
ask you whether you recall this conversation: Mr. Teitelbaum has testi- 
fied that he said to you during this trip in the Cadillac, “Frank, do you 
know why I am here ¢” Andy you said, “Sure I know why you are here. 
You want me to help you in your income-tax matters.” And Mr. 
Teitelbaum said, “Frank, what did you do about my income-tax mat- 
ter?” And you said, “Well, what did you expect me to do?” And 
Teitelbaum said, or you said, “We have a matter here, and do you want 
me to help you or don’t you want me to help you?” 

You do not deny that that conversation took place ? 

Mr. Naruan. Absolutely. It is a vicious lie, the worst type of lie, 
and it couldn’t be any worse. 

Mr. Byrnes. Not one speck of it is true? 

Mr. Naruan. I don’t even believe that the man was there or I was 
there at the time when he was talking about it, and I am positive I don't 
remember ever talking about things like that, and it couldn’t be. 

Mr. Byrnes. Do you remember any conversation of that kind in any 
other place ? 

Mr. Naruan. Not in the world, not one time, no, sir. 

Mr. ay rRNEs. You deny it categorically ¢ 

Mr. Naruan. Positively deny it. 

Mr. Byrxes. Do you remember Mr. Teitelbaum at any time saying 
to you, in effect, “If I had a revolver here, I would kill you” ¢ 

Mr. Narir\n. He never said that to me in his life, sir. He never said 
anything like that to me in his life; and the man had been so nice to 
me it ain’t even funny. I don’t see how he could make a remark like 
that. 

Mr. Byrnes. You deny that categorically? 

Mr. Naruan. Positively. 

Mr. Byrnes. Did you ever contact anybody that might have a 
German accent or talk in a German accent, and suggest that they call 
Mr. Teitelbaum and suggest to Mr. Teitelbaum that he ought to cooper- 
ate with you and Mr. Naster ? 

Mr. NarHan. No, sir. 

Mr. Byrnes. You deny that categorically ? 

Mr. Natrnan. Positively. 

Mr. Byrnes. Do you remember the occasion when you introduced 
Mr. ng pe acks to Mrs. Menkin, at the Sherry Frontenac pool ? 

Mr. Naruan. I don’t remember who was there. I met them at the 
pools there. I ran into them acc identally. 

Mr. Byrnes. Do you remember introducing Mr. Rothwacks to your 
wife and to Mrs. Menkin? 
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Mr. Narn. No; I don’t remember that incident. 

Mr. Byrnes. You don’t remember it? 

Mr. Naruan. It could have been, but I don’t remember it. I heard 
him say that, but I did not remember introducing him, and I don’t 
remember my wife and them being up there that afternoon. I don’t 
remember that. 

Mr. Byrnes. Do you remember Mr. Rothwacks saying to you or 
saying in your presence, and referring to you, “This is my buddy” é 

Mr. Natruan. No, sir; he never said that. 

Mr. Byrnes. You deny that categorically ? 

Mr. Naruan. He never spoke that way. 

Mr. Byrnes. Excuse me? 

Mr. Naruan. He never spoke that way to me; and he had no oc- 
casion, I don’t believe. 

Mr. Byrnes. Do you recall any occasion when Mr. Caudle said to 
you, “Frank, you know there is nothing I would not do for you” ¢ 

Mr. Naruan. He said that to me lots of times, but not at the par- 
ticular time they are referring to; I am sure of that. 

Mr. Byrnes. Do you recall a long-distance telephone call between 
yourself and Mrs. Menkin sometime during the summer when she 
called you from Florida, and you were at the Waldorf? 

Mr. Natuan. Yes; I remember that, and I believe I stated that. 

Mr. Byrnes. And you called her back the second time ? 

Mr. Naruan. Yes. 

Mr. Biack. You mean, by “second time,” the returned call, and you 
don’t mean he called twice. You don’t intend to add that he called 
twice. 

Mr. Byrnes. I cannot understand you. 

Mr. Biack. You don’t intend to ask whether he called her twice 
or not. You said “second time.” 

Mr. Byrnes. There were two telephone conversations. She called 
you once, and you called her back Hs thereafter. Do you recall 
that ? 

Mr. Naruan. Yes. 

Mr. Byrnes. That set of circumstances / 

Mr. Naruan. Yes. 

Mr. Byrnes. Did you tell Mrs. Menkin, in the conservation result- 
ing from her call to you at the Waldorf Astoria, that Mr. Teitelbaum 
was making a big mistake if he did not play ball, or words to that 
effect, with you and Mr. Naster? 

Mr. Naruan. That is a vicious lie. 

Mr. Byrnes. You deny that categorically ? 

Mr. Narnuan. Positively. 

Mr. Byrnes. Do you remember her saying in that conversation 
that, if all you were threatening to do was done, she would personally 
go to Washington and find out which department to go to in Wash- 
ington and tell them the whole story ? 

Mr. NatHan. That is a lie. 

Mr. Byrnes. You deny that categorically ? 

Mr. Naruan. Positively. 

Mr. Byrnes. Do you recall calling Mrs. Menkin back by long dis- 
tance shortly after the first telephone conversation and telling her that 
teu talked to Naster. and that Naster said that the thing went too far: 
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that he already had put pressure on, and now those people, if they 
don’t collect, are going to think that they have been deubincccnindll 
Do you remember that conversation ¢ 

Mr. Naruan. That is a vicious lie. 

Mr. Byrnes. Those words are nothing similar to those that were 
used in that conversation ¢ 

Mr. Natuan. Not whatsoever. 

Mr. Byrnes. That idea was not expressed in any way? 

Mr. NATHAN. Positively not. 

Mr. Byrnes. You deny that categorically / 

Mr. Naruan. Positively. 

Mr. Byrnes. You realize, do you, not, that somebody is lying? 

Mr. Natruan. I sure do; I positively do. 

Mr. Byrnes. And that they are lying under oath ¢ 

Mr. Natuan. They sure are, whoever is doing it. 

Mr. Byrnes. Mr. Chairman, certainly it would seem under these 
circumstances that this record of the conflict of testimony in these 
instances should be turned over to the proper Federal authorities to 
determine whether prosecution should take place. 

Chairman Kine. I intended to make that announcement at the 
end of the hearing today. 

Mr. Byrnes. That is all. 

Mr. Lyon. I have another question or two. 

Mr. Nathan, I would like toturn back to the evening of the telephone 
calls 7 Mr. Byrnes was just referring to. 

Mr. Naruan. I beg your pardon ¢ 

Mr. Lyon. I wanted to ask you a few questions about these tele- 
phone calls that evening when you were at the Waldorf Astoria in 
New York. Do I understand it correctly that first Mrs. Menkin 
called vou? 

Mr. Naruan. Yes: she called me at the hotel. 

Mr. Lyon. And you told her that you would call Burt Naster and 
then call her back: is that right 4 

Mr. Naruan. That is right. 

Mr. Lyon. And you told her that you would call Burt Naster and 
then call her back ? 

Mr. Naruan. I sure did: and I said, if he was doing anything like 
that, charging her too much money, or whatever he was hollering 
about, “I will call and find out what it is all about.” and I called him, 
end he told me that the lawyer wanted 125 or 175 thousand. I don’t 
remember the amount. 

Mr. Lyon. I just want to get this setting clear in my mind here. 
You received this telephone call—the first call—from Mrs. Menkin 
when you were in your hotel room at the Waldorf. 

Mr. Naruan. I believe that is what it was; yes, sir. 

Mr. Lyon. And this was fairly late in the evening / 

Mr. Naruan. I don’t remember the time. 

Mr. Lyon. It was in the evening / 

Mr. Naruan. It was in the evening, but I don’t remember the time. 

Mr. Lyon. And then you picked up the phone and called Naster 
in Florida ¢ 

Mr. NarHan. Yes. 

Mr. Lyoy. You are still sitting there in your room at the Waldorf? 
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Mr. Natuan. Yes, and I called her right back, and told her what 
he had said. 

Mr. Lyon. Still from your room at the Waldorf? 

Mr. Natuan. Oh, yes. 

Mr. Lyon. Now, you are perfectly clear in your recollection that 
this is how it happened ? 

Mr. Natuan. I am pretty sure that is exactly what happened. 

Mr. Lyon. So, it would come as quite a surprise to you if I told you 
that the records at the Waldorf Astoria do not show any call from 
you to Naster on the same day ? 

Mr. Naruan. It sure would. 

Mr. Lyon. That you called her. 

Mr. Natuan. It sure does, and you can check that 100 to 1, and you 
can check that any way you like, and you will find that. 

Mr. Lyon. Well, the fact of the matter is we have checked and—— 

Mr. Narnan. I called Naster; and, if I didn’t get him right that 
minute, I got him the next morning, or whenever it was, and I called 
her right back and told her. I don’t remember the exact time; and 
if he was not in, I don’t remember the time, but I know I called him 
and called her right back, and you can check and you will find it. 

Mr. Lyon. We have checked the record, and this is what it shows: 
It shows on July 27, 1951, you called from the Waldorf to Mr. Naster 
in Hollywood, Fla. 

Mr. Naruan. What is that? 

Mr. Lyon. You talked or called Mr. Naster and talked with him, 
and you placed the call and got hold of him in Hollywood, Fla. That 
is July 27, 1951, and your call to Mrs. Menkin was on July 30, 1951. 

Mr. Natuan. I might have called Naster a lot of times on account 
of that deal I was in with him on, and I might have called him, and I 
probably called him 20 times that week there. 

Mr. Lyon. There is no record of such a call. 

Mr. Naruan. A reverse charge, and you find out on his books, and 
see if there wasn’t one. 

Mr. Lyon. You called him and reversed the charges? 

Mr. Narwan. On account of the business he was charging to the 
firm; yes. 

Mr. Lyon. Well, Mr. Nathan, I take it from the answers you gave 
{o the series of questions from Mr. Byrnes that you are wholly unable 
to understand why Mr. Teitelbaum and Mrs. Menkin have testified 
as they have before this committee. Is that correctly understood ? 

Mr. Natnan. Outside of one thought that is in my mind, I will 
never understand it in a million years. The only thing he was look- 
ing for probably was help or immunity, or some darn thing just to do 
a thing like this to people, to hurt everybody in the world to help 
himself; but the man is such a vicious liar, and so is she, that it ain’t 
nowhere to be found—nowhere in the world. 

Mr. Lyon. We talked about this man Henry Grunewald. Did 
you ever see him in Florida? 

Mr. Natnan. No, sir. 

Mr. Lyon. You are absolutely positive of that? 

Mr. Naruan. I never saw the man in Florida, and I don’t believe 
I ever saw him in my life. If I saw him, I didn’t know him. 

Mr. Lyon. You have seen him in Washington ? 
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Mr. Narnan. Yes; he was here not long ago. 

Mr. Lyon. What is that? 

Mr. Natuan. Just here lately, not long ago. 

Mr. Lyon. Would you say you have known him for a year or two; 
is that it? 

Mr. Naruan. No; I don’t know him that long, and I just got to 
know him here lately. 

Mr. Lyon. How recently ? 

Mr. Naruan. I don’t remember. It might be 8 or 9 months or 
6 months; I don’t remember how long. He told me about this deal 
here with this FHA that I am telling you about, and that Sam Cohen 
and Mr. Kerr, that I was trying to consummate for this apartment 
building, and that is the only time I talked to the man. 

Mr. Lyon. You only talked to him once? 

Mr. Naruan. Yes; I might have seen him once or twice at the 
most; that is all, but I don’t know the man hardly, and I have no 
personal business with him of any kind in my life. 

Mr. Lyon. You don’t remember who introduced you ? 

Mr. Naruan. No; I really don't. 

Mr. Lyon. Well, do you know where you saw him on this one or 
more occasions ¢ 

Mr. Narnan. I beg pardon? 

Mr. Lyon. Do you know where you saw him on this one or more 
occasions, as the case may be? 

Mr. Naruan. In the hotel lobbies, and I don’t remember which. 

Mr. Lyon. You are sure you never saw him in Florida ? 

Mr. Naruan. Iam positive. I am very sure; and, if I did, I didn’t 
know him, and I see a lot of people, but I might see people and they 
come to me afterward. I don’t noe the man, and [ never saw him 
before in my life, in Florida in my life. 

Mr. Lyon. You think you might have talked to him on some occa- 
sion without knowing who he was? 

Mr. Naruan. No, never; I am pretty sure not. 

Mr. Lyon. You didn’t see him at the Kentucky Derby; did you? 

Mr. Naruan. I don’t believe so. 

Mr. Lyon. Are you sure’ 

Mr. Naruan. I don’t kin ., the man, and I am pretty sure I didn’t 
see him. 

Mr. Lyon. Are you sure you iiave never discussed Mr. Teitelbaum’s 
tax case with Mr. Grunewald ? 

Mr. Naruan. Never in my whole life. 

Mr. Lyon. Have you ever mentioned Mr. Teitelbaum’s name to 
him? 

Mr. Naruan. No, sir; there wouldn’t be no occasion. 

Mr. Lyon. You are quite sure of that ? 

Mr. Naruan. Iam very sure of it. 

Mr. Lyon. Did you ever suggest that anybody get in touch with 
Grunewald ? 

Mr. Natuan. Me, no; I didn’t know where to get hold of him. 

Mr. Lyon. Did you ever suggest that Teitelbaum get in touch with 
Grunewald? 

Mr. Naruan. No, sir. 

Mr. Lyon. Did Grunewald ever suggest that somebody get in touch 
with you? 
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Mr. Naruan. Not that I know of, outside of Mr. Kerr, with this 
FHA deal. 

Mr. Lyon. Did Mr. Grunewald know Mr. Naster ? 

Mr. Naruan. I don’t know, and I really don’t know. 

Mr. Lyon. You never heard Mr. Naster mention Mr. Grunewald? 

Mr. Natuan. No, sir. 

Mr. Byrnes. You said that you had only one thought in your mind 
as to why Mr. Teitelbaum would testify as he did yesterday, and what 
was that one thought ¢ 

Mr. Naruan. That he probably was looking for immunity or some- 
thing, and I don’t know what it could be, to turn something over onto 
somebody else that he knew he was in trouble on, and that is the only 
thing I can figure, and nothing else in the whole world and that is all 
that man probably is looking for, and nothing else in the world but 
to dirty a lot of good people and I don’t care about myself, but a lot 
of real people, and it is a rotten shame that he usé¢d peoples’ names 
like he did, and you hurt them, and I might use it, not meaning any 
harm to anybody, no chance in a million. 

Mr. Byrnes. You used Mr. Caudle’s name quite frequently, did 
you not? 

Mr. Narnan. No, sir; no, sir; not frequently; no, sir. I might 
have used it in an oil deal or something like that, but nothing else, no 
other reason in the world, just to show it was an honest deal, because 
he was connected with it, and that is the only time T used that. 

Mr. Byrnes. You have no explanation at all as 

Mr. Naruan. I could not dream in a million years why this man 
is doing this, or her, because they are supposedly such good friends 
of my family, and called Pittsburgh to get my wife to come over 
there, and you can’t realize what this means, and then she wanted 
to leave there and made her stay for me to come to Chicago and what 
reason would that be? I can’t understand it. 

Mr. Byrnes. Did she invite you to come to Chicago ? 

Mr. Narnan. She pleaded with me to come, and not invited me. 

Mr. Byrnes. For you personally to come? 

Mr. Naruan. When my wife was there, and she had my wife stay 
there. 

Mr. Byrnes. I understand that phase of it, and I am not quite 
clear, and I do not think the testimony is quite clear concerning 
whether she personally invited you to come to Chicago. 

Mr. Naruxn. She called me here, wherever I was, either here or 
in Washington or in New York, to come over, and I said, “I can’t 
come over there,” and they called me two or three times to come over 
and made me stay at their house, and he came up to the airport to 
meet me with my wife, and I don’t know what their purpose is, and 
I really can’t understand it. 

Mr. Byrnes. He never talked to you about this? 

Mr. Naruan. Never yet, I tell you. He didn’t mention one word 
the whole time I was there about a tax case, not one word, and not 
even a word about it, and I can’t understand what the man is doing 
to me. 

Mr. Byrnes. I cannot understand either one of you. 

Mr. Naruan. You can understand me, sir, I will assure you, you 
shouldn't say that, Mr. Congressman. 
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Mr. Byrnes. Which one of you is telling the truth, I cannot tell. 

Mr. Naruan. You can be sure I am telling the truth, because I 
would not be sitting here like this if I wasn’t, and I am sure I am 
telling the truth, and I wish you would put a lie detector on me and put 
one on him and see who is telling the truth, if it would show, and I 
wish it could be arranged some way in this world. Believe me when 
I tell you that, him and her, to make such a vicious lie about people. 
It is unthinkable, and you can’t dream what this means, how a man 
can make lies up like that, and the man must be crazy. 

Chairman Kine. You may be excused, Mr. Nathan. 

Mr. Buack. I don’t know whether you are going to recall Mr. 
Nathan or not, but some things he wants to put into the record that 
were not developed during the questioning or that he overlooked dur- 
ing the questioning, and may he do that ¢ 

Chairman Kine. Surely. 

Mr. Naraan. Mr. Larson saying about me yesterday about for- 
feiting a bond, and that was in Oklahoma City, and we were down get- 
ting some coffee, a couple of us fellows, and we came up to the room 
and some of the boys were shooting some dice, and the police were 
in there when we came to the door, and they took us inside and ar- 
rested us, and they kept us all night long and took our fingerprints 
and took our pictures and left us out the next morning, and told us 
to put up $20, whether it was a fine or forfeit I don’t know, and T 
want to clarify that. That is all. And I don’t think that that is a 
bad record if the police pull you inside the door, if you was blocking 
up somebody's room. 

Chairman Kine. The game was going on in the room ? 

Mr. Naruax. They might have been playing there, and I was not 
there when it happened, and the game wasn't going on and we weren't 
in there, the police were in there. 

Chairman King Does that complete your statement, Mr. Nathan? 

Mr. Brack. He has notes of some further deals he happened to 
be engaged in that were not successful, and I just thought he might 
put that into the record to show that he was actively engaged in this 
kind of a business of making deals. 

Chairman Kine. Proceed, Mr. Nathan. 

Mr. Naryan. It will just take a minute. This is a pretty big one. 
It was $100,000,000 steel plant to be put up in Pittsburgh, Pa., by an 
insurance company, if we could arrange the deal. Mr. Wiley Moore 
came to Pittsburgh to meet me, and it was no Government deal, and 
he went to the insurance company. I told you about the activated 
gas. 

Mr. Byrnes. What were you supposed to do about that ? 

Mr. Naruan. I brought Mr. Wiley Moore into the picture to help 
arrange the financing for it. 

Mr. Byrnes. As you tell us these cases where you were wnsue- 
cessful, I think it would be helpful if you told us what you were 
supposed to do, and what your part in them was. 

Mr. Naruan. I always brought the people together, and that is 
what I always did, when people that owned it did not know where to 
raise money like that. 

Mr. Byrnes. You were the introducer ? 

Mr. Naruan. Yes: I brought, and I paid my own expenses, and 
Mr. Moore and I stood in the William Penn together. 
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Mr. Byrnes. Who would you get your fee from, which one of the 
peuple that you introduced ? 

Mr. Naruan. Well, we would have made a deal, and we would 
have consolidated, and we would have got some deal and we didn’t 
get to that, and it didn’t come and so it fizzled out. 

Another deal I brought Mr. Sam Cohen of the Sherry-Frontenac 
together with Mr. Maurice Greenbaum about putting a plant, manu- 
facturing plant down in Florida, and we went to Hollywood, and 
we went to Fort Lauderdale, and we had a meeting with the council 
there, and the mayor and a banker, to give us space to put up a 
plant down there to get free taxes, so we could put industry into the 
city, and I brought Mr. Greenbaum and Mr. Sam Cohen together, 
and Mr. Sam Cohen had his books audited in New York and every- 
thing to go into the deal, and he was going to put up $600,000, and 
the ‘Teal didn’t consummate, and we could not get the place. 

Chairman Kina. Does that complete your statement ¢ 

Mr. Naruan. Yes, sir. 

Chairman Kixe. You may be excused. 

Mr. Biack. May I ask you this: You stated you were going to 
send the record to the proper authorities, because perjury may be 
involved here, and I think it surely is. At what point in the record 
are you going to do that? Are you going to do that on the record 
up to date? 

Chairman Kine. We are going to do it as soon as I can get by 
without interrupting, before we adjourn the meeting tonight. 

Mr. Brack. I do not understand that. 

Chairman Krne. I intend to make a statement on the subject be- 
fore we adjourn the session of the meeting today. 

Mr. Brack. I was thinking I don’t know whether you are going to 
call Mr. Naster or not, for instance, and I don’t know whether the 
record is complete or not for that purpose. 

Chairman Kiva. The record is not complete, Mr. Black. 

Mr. Buiack. That is what I wanted. 

Chairman Kine. I would say that you should remain and be 
available for tomorrow, Mr. Nathan and Mr. Black. 

Mr. Biack. No session tonight ? 

Chairman Krna. There is no session tonight. 

Now, it has been quite clear that in the past 24 hours one or more 
persons have perjured themselves before this committee in the testi- 
mony they were giving, and I intend to recommend to the subcom- 
mittee that the record dealing with these statements and testimony 
shall be referred to the Department of Justice for appropriate action 
by the Department. 

The committee will adjourn until 10:30 tomorrow morning. 

(Thereupon at 6 p. m., the hearing was recessed to reconvene 
Thursday, December 6, 1951, at 10: 30 a. m.) 
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THURSDAY, DECEMBER 6, 1951 


Hovse or Representatives, 
SUBCOMMITTEE ON ADMINISTRATION OF 
THE INTERNAL Revence Laws or THE 
ComMirrer oN Ways anp Means, 
Washington, D. C. 

The subcommittee met at 10:35 a. m., pursuant to recess, in the 
main hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present : Representatives King, O’Brien, Kean, and Byrnes. 

Present also: Mr. Woodruff, member, Committee on Ways and 
Means. ; 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee; Bruno Schachner, special counsel; Stanley S. Surrey, 
special counsel; James Q. Riordan; and Charles W. Davis, clerk, 
Committee on Ways and Means. 

Chairman Kine. Mr. Sale? Mr. Leslie Sale, please. Will you 
come forward ¢ 

Will you be sworn, Mr. Sale? Do you solemnly swear that the 
testimony you are about to give shall be the truth, the whole truth, 
and nothing but the truth, so help you God ¢ 

Mr. Sate. I do, sir. 

Chairman Kine. Be seated, please. 

Identify yourself for the record, Mr. Sale. 


TESTIMONY OF LESLIE SALE, MIAMI BEACH, FLA., ACCOMPANIED 
BY HIS COUNSEL, LORING BLACK 


Mr. Saue. My name is Leslie Sale of Miami, Fla. 
Mr. Scuacuner. Will you spell your name for us, please ? 
Mr. Sarre. L-e-s-l-i-e S-a-l-e. 

Mr. Scuacuner. Your first name, sir? 

Mr. Sate. Leslie. 

Mr. Scuacuner. What is your occupation ? 

Mr. Sare. Broker. 

Mr. Scuacuner. Where do you live, sir? 

Mr. Saue. 427 Forty-fifth Street, Miami Beach, Fla. 
Mr. O’Brien. Speak louder, so that we can hear. 

Mr. Save. 427 Forty-fifth Street, Miami Beach, Fila. 
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Mr. Scuacuner. You are the son-in-law, are you not, of Mr. Frank 
Nathan? 

Mr. Saue. Yes, sir. 

Mr. Scuacuner. And you occupy the same home which Mr. Nathan 
occupies ¢ 

Mr. Saxe. I do, sir. 

Mr. Scuacuner. Now, sir, you have heard, have you not, that there 
was testimony received by this committee to the effect that on two 
occasions you told, once to Mr. Teitelbaum and Mrs. Menkin, and once 
to Mrs. Menkin, in words or in substance, that Mr. Nathan was a black- 
mailer, that he had succeeded in involving people in tax trouble and 
extricating these people later again for a consideration; that Mr. 
Nathan and Mr. Naster were very powerful men, and that they could 
do such things ¢ 

Did you ever in words or in substance say anything of that sort ? 

Mr. Save. I don’t quite get that, sir. Was I supposed to have said 
this, or was I supposed to have heard this as testimony given here? 

Mr. Scuacuner. Well, the question is: Did you so say, either in 
words or in substance, to anybody, ever? 

(Mr. Sale confers with his counsel. ) 

Mr. Sarre. No; Sag not say it to anybody about anybody, about my 
father-in-law or Mr. Naster.” I have no reason to have said it, made 
any such statement. 

Mr. Scuacuner. Reference was made by your father-in-law to one 
Mrs. Teitelbaum. Did you know the true name of Mrs. Menkin? 

Mr. Sate. Not until T heard her speak here. 

Mr. Scuacuner. You have never heard it before / 

Mr. Sate. No, sir. 

Mr. Scuacuner. You never knew that that woman used that name? 

Mr. Sate. No, sir. 

Mr. Scuacuner. Had you ever heard the name Shyrl B. Menkin 
before. 

Mr. Saue. No, sir. 

Mr. Scnacuner. Never in your life? 

Mr. Sate. No, sir; never in my life. 

Mr. Scuacuner. Not until you heard it pronounced in this room 
here? 

Mr. Save. That is correct, sir. 

Mr. Scuacuner. You are absolutely sure of that ? 

Mr. Save. Quite sure of it, sir. 

Mr. ScrracuNner. You never saw it even in writing? 

Mr. Sats. Not that I can ever remember; no, sir. 

Mr. Scuacuner. Asa matter of fact, Mr. Sale, did you not attempt 
to borrow some money from the woman whom you claimed to know 
as Mrs. Teitelbaum ? 

Mr. Save. I didn’t attempt to, sir. I borrowed $250 from Mrs. 
Teitelbaum. And Mrs. Teitelbaum called up the Saxony Hotel and 
had them cash the check for me. When I got to the hotel, I had to 
have the cashier call back Mrs. Teitelbaum in order to have the check 
cashed. 

Mr. Scnacuner. Did you endorse the check ? 

Mr. Sate. I believe I did, sir. 

Mr. Scnacuner. In your own handwriting? 

Mr. Sate. Yes, sir. 
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Mr. Scuacuner. Do you remember a check that was returned for 
insuflicient funds? 

Mr. Sate. I beg your pardon, sir? 

Mr. Scuacuner. Do you remember whether or not that check was 
ultimately returned for insufficient funds‘ 

Mr. Sate. No, sir. 

Mr. Scuacuner. But you do remember that you endorsed such a 
check ¢ 

Mr. Sate. Yes, sir. 

Mr. Scuacuner. In your own handwriting‘ 

Mr. Sane. Yes, sir. 

Mr. Scuacuner. Now, as a matter of fact, wasn't that check a 
printed form containing the name Shyrl B. Menkin printed on its 
face, and wasn't the check signed by Shyrl B. Menkin ¢ 

Mr. Saxe. I don’t know, sir. I know I received the check from 
Mrs. Teitelbaum. About a week later, before she left to go back to 
Chicago, I came over to her house. I did not have a blank check. I 
asked her fora check. She says,“*Here. I have got some checks here. 
Use one of these.” 

Mr. Scnacuner. What do you mean, she told you she had some 
checks there, use one of those? 

Mr. Sare. I did not have a blank check, sir. 

Mr. Scuacuner. She asked you for a blank check ¢ 

Mr. Save. No, sir. I had to give her a check to cover the $250 that 
she hac loaned me, 

Mr. Scnacuner. Can you make this more clear? You wrote out 
the check to her? Is that right ¢ 

Mr. Save. That is right, sir. 

Mr. Scuacuner. Didn't she give vou a check. though ¢ 

Mr. Sauer. She did, sir. 

Mr. Scnacuner. In the first instance ¢ 

Mr. Save. Yes, sir. 

Mr. Scuacuner. And wasn’t that check. as a matter of fact. signed 
“Shyrl B. Menkin’?¢ 

Mr. Sarre. I haven't the faintest idea how it was signed, sir. 

Mr. Scuacuner. You mean to tell us that you never looked at the 
face of that check? 

Mr. Sarre. I did not look at the check that I can ever recall. I know 
I borrowed $250 from Mrs. Teitelbaum. Mr. Teitelbaum said that 
he would get the money back from me when he would next see me. 
He wasn’t worried about it. I did not want to have anv debts. 

Mr. Scuacuner. Who said that ? 

Mr. Saree. Mr. Teitelbaum. 

Mr. Scuacuner. He didn’t give you a check ? 

Mr. Save. No, sir. He told Mrs. Teitelbaum to give it to me 

Mr. Scnacuner. The check in question will later be made a part 
of the record, Mr. Chairman. We haven't received it yet. It bears 
the printed legend: “Shyrl B. Menkin” and is signed by “Shyrl B. 
Menkin.” : . 

Prior to coming here, sir, you had a conversation over the telephone 
with me, did you not ? 

Mr. Saue. Yes, sir. 

Mr. Scuacuner. And you were asked to come here forthwith, and 
to fly from Miami to here; is that not right? 
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Mr. Sate. That’s right, sir. 

Mr. Scuacuner. You discussed that telephone call with Mr. 
Nathan, did you not? 

Mr. Sarg. I may have, sir. 

Mr. Scuacuner. Your counsel appearing with you, Mr. Black, is Mr. 
Nathan’s counsel also, is he not? 

Mr. Sate. Yes, sir. 

Mr. Scuacuner. Mr. Nathan arranged for his services, did he not? 

Mr. Sax. That’s right, sir. 

Mr. Scuacuner. Now, sir, in that telephone conversation, or in a 
subsequent telephone conversation, did you not tell me that it was 
impossible for you to fly from Miami to Washington ? 

Mr. Saxe. That is correct. 

Mr. Scuacuner. And that was for reasons of health. Is that not 
right ¢ 

Mr. Sare. That’s right, sir. 

Mr. Scuacuner. You were, sir, were you not, for several years, a 
member of the Canadian Air Force? 

Mr. Sate. That’s right, sir. 

Mr. Scuacuner. That is all, Mr. Chairman. 

Mr. Byrnes. Mr. Sale, it was testified that some time in late spring 
or early summer of this year, you went over to a house that Mr. Teitel- 
baum was staying at and had conversations with him relative to your 
father-in-law. Do you recall such a conversation or such a meeting? 

Mr. Saxe. I may have, sir. 

Mr. Byrnes. Do you remember what the conversation was about ? 

Mr. Sate. No, sir. 

Mr. Byrnes. Do you remember ever telling Mr. Teitelbaum that he 
might get in difficulty if he did not play ball, so to speak, with Mr. 
Nathan ?¢ 

Mr. Save. Play ball with what, sir? About what? 

Mr. Byrnes. Cooperate in a matter relating to Mr. Teitelbaum’s 
income-tax return. 

Mr. Sae. That is a rotten lie. 

Mr. Byrnes. You had no such conversation with Mr. Teitelbaum ? 

Mr. Sate. No such conversation at any time. 

Mr. Byrnes. Did you ever tell Mr. Teitelbaum that Mr. Nathan had 
fixed tax returns in the past and could do it at that time? 

Mr. Sate. That was another rotten lie. 

Mr. Byrnes. You deny that conversation ? 

Mr. Saute. Definitely, sir. 

Mr. Byrnes. You deny it categorically ? 

Mr. Sate. Definitely, sir. 

Mr. Byrnes. Do you recall that last July you attended or were pres- 
_ ey party or charity gathering at the Soritan Hotel in Miami 

Seach 

Mr. Sate. I don’t know the Soritan Hotel in Miami Beach, sir. 

Mr. Byrnes. Do you remember attending any charitable affair or 
party in that area, where Mrs. Menkin called you into a side room and 
had a private conversation with you? 

Mr. Sate. I remember being at the Sorrento Hotel with Mrs. Teitel- 
baum, who I always knew as Mrs. Teitelbaum up till the other day. 

Mr. Byrnes. Do you remember having a conversation with Mrs. 
Menkin, known to you as Mrs. Teitelbaum, in which you told her to 
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advise Mr. Teitelbaum to pay $500,000 to Mr. Naster? Do you 
remember—— 

Mr. Sate. No, sir. I remember what I talked to Mrs. Teitelbaum 
about. And it wasn’t Naster or Mr. Teitelbaum. 

Mr. Byrnes. Was it about Mr. Nathan? 

Mr. Sate. No, sir. 

Mr. Byrnes. Would it have any significance in this proceeding, what 
you did discuss with her? 

Mr. Sate. I really don’t know, sir. 

Mr. Byrnes. Could you tell us what you did discuss with her, then ? 

Mr. Saute. Yes. I discussed the same thing I discussed with Mr. 
Teitelbaum on a dozen and one different occasions. 

Mr. Byrnes. What was that? 

Mr. Sate. Mr. Teitelbaum approached me in Miami, Fla., when I 
first—soon after I had met him. He was looking for an investment 
where he could invest $60,000 and not have to worry about it. I in 
turn looked around for a dozen and one different things for him. The 
only thing we finally settled upon was a cattle-ranch proposition in the 
middle of the State. This went on for anywhere from 214 to 314 
months. ‘The understanding finally wound out to be that Mr. Teitel- 
baum would put up $75,000 in cash immediately and make available 
an additional $50,000 for the purchase of both cattle and a ranch in 
the middle of the State. 

The same thing was discussed by Mrs. Teitelbaum and myself in this 
back room, which was not a back room but was a large dining room 
adjoining the main room we were in. 

Mr. Byrnes. Were there any others present ? 

Mr. Sate. There were other people in the room, yes, sir, wandering 
in and out. The room was not locked up. It was not private. If I 
remember correctly—I am not positive of this—it is the main dining 
room. 

Mr. Byrnes. But you deny categorically, do you, that any con- 
versation took place between yourself and Mrs. Menkin relative to a 
payment of $500,000 or any other amount to Mr. Naster to straighten 
out any possible legal difficuities that Mr. Teitelbaum was in? 

Mr. Save. There was never any discussion of any legal matters 
whatsoever, be it tax or what have yeu. I don’t know what this is all 
about, but I know definitely what was said between themselves and 
myself. 

Mr. Byrnes. So you deny that testimony in that respect / 

Mr. Sate. Definitely. 

Mr. Byrnes. The testimony of Mrs. Menkin you deny categori- 
cally? 

Mr. Sate. Definitely, sir. 

Mr. Byrnes. How did you first meet Mr. Teitelbaum / 

Mr. Save. I met him here in Mayflower Hotel. 

Mr. Byrnes. Who introduced you? 

Mr. Sate. He introduced himself. 

Mr. Byrnes. How did he happen to do that ? 

Mr. Sate. He came into the room. I believe it was my father-in- 
law’s room that I was in at the time. 

Mr. Byrnes. Was your father-in-law there at the time? 

Mr. Sarr. Oh, yes, sir. 
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Mr. Byrnes. He just came up to the room? 

Mr. Sate. Yes, sir. 

Mr. Byrnes. When was this? 

Mr. Sate. It could have been February. It could have been March. 

Mr. Byrnes. Of this year? 

Mr. Sate. Of this year, sir. 

Mr. Byrnes. What did you discuss at that time / 

Mr. Sa.e. Ply wood, sir. 

Mr. Byrnes. You discussed plywood with Mr. Teitelbaum / 

Mr. Sane. Yes, sir. 

Mr. Plywood [sic] told me that he had a lumber yard, either in 
California or in New York; Lam not positive which. And he needed 
it and needed it very bad. I at that time was in the lumber business 
in Atlanta. The same discussion was made and was finished over 
the telephone by his brother-in-law possibly 3 or 4 weeks later, when 
his brother-in-law called me from either Miami—lI believe it was 
Miami. In the interim, I had spoken to Mr. Teitlebaum over the 
telephone in Chicago in regard to the same matter. I believe I called 
him. 

Mr. Byrnes. Did you ever complete a transaction with Mr. Teitel- 
baum ¢ 

Mr. Save. No, sir. We had 40 different transactions, and nothing 
came out of any of it. 

Mr. Byrnes. You talked about a lot of transactions, but none of 
them came to anything? 

Mr. Save. Sure. He told me he had between a hundred seventy- 
live thousand and two hundred seventy-five thousand acres of land 
in Tehuantepec, approximately 90 miles from Acapulco. It was a 45- 
year-old corporation that he had bought out. He wanted lists of 
machinery; and would I be interested in going down there to start the 
operation, 

Mr. Byrnes. That is all, Mr. Chairman. 

Chairman Kine. You may be excused, Mr. Sale. 

Mr. Save. May | have something to say, sir 

Chairman King. You may. 

Mr. Save. On hearing this testimony by Mrs. Menkin, or Mrs. 
Teitelbaum as L knew her, the other day, to be very, very frank about 
it, very matter of fact, L felt like somebody had kicked me in the 
stomach as I listened to this woman. I did not catch the entire con- 
versation of Mr. Teitelbaum. Here are two people who I would 
consider to be amongst the five best friends that I had. Prior to the 
birth of my baby, approximately 3 months ago, maybe a month before 
that, maybe 5 weeks, Mrs. Teitelbaum did have—did ask my wife for 
v list of all of her best friends. I don’t remember the exact amount. 
It would be anywhere from 15 to 30 women. She in turn did throw, 
or did put on, a very, very elaborate shower for my wife. 

My in-laws were in Chicago several weeks ago, maybe a month, 
maybe 3 weeks, and maybe 6 weeks: I don’t know the exact date. Mrs. 
Teitelbaum, on a half a dozen different occasions, over the telephone, 
did ask about me and my children from my wife. There has never 
been any reason by myself or my family that I know of for this smear 
campaign. I have never at any time thought anything else of the 
Teitelbaums other than that they were very, very good friends. There 
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has never been any discussions of any form of business other than 
what I have told you about here today. There may have been other 
affairs. I don’t remember just what ‘they were. 

As a matter of fact, it’s only—well, I believe the d: ay my mother-in- 
law came back from C hicago, we received a gift, a silk coat for the 
baby, from Mrs. Teitelbaum, 

As for what little I did hear of Mr. Teitelbaum’s testimony, the 
only thing I can say about it is something don’t add up somewhere. 
Why should these people only up to the other di: iv profess and prove 
to be such ver v good fr iends, and then out of the clear blue sky make 
statements such as have been made here? 

Mr. Scuacuner. Mr. Sale—I am sorry. Have you completed your 
statement / ; 

Mr. Save. Yes, sir. 

Mr. Scuacuner. You may have misunderstood the import of the 
testimony given by Mrs. Menkin and by Mr. Teitelbaum. They 
seemed to be under the impression that you were a ver y good friend 
of theirs. 

Mr. Sate. I certainly am, sir. I certainly was. I should say. 

Mr. Scuacuner. They were further under the impression that you 
were trying to tell them how to conduct themselves in their negotia- 
tions with your father-in-law. 

Mr. Save. I was trying to tell them!’ Mr. Teitelbaum, a so-termed 
millionaire attorney—I say this in all sincerity—would come to me 
for advice or would listen to me for advice? That doesn’t add 
either, sir. 

Mr. Scuacuner. The testimony was not to the effect that he came 
to vou for advice, but that you volunteered the advice, and the testi- 
mony was that you had knowledge about certain activities of your 
father-in-law, which even an attorney might not offhand guess. That 
was the import of the testimony. It does not confliet with your no 
tion that they were friends of yours. On the contrary, they assumed 
that you were as ¢ ‘lose a friend of theirs, even to the extent of sacri 
ficing vour father-in-law’s interest for theirs. 

Mr. Save. Well, sir, Mr. and Mrs. Teitelbaum are people that T met 
this spring, that I borrowed $250 from. I have lived with my father- 
in-law for approximately 5 years. If my father-in-law can ever re- 
member he and I arguing about anything or getting into a major 
discussion about somet hing, I would like my father-in-law to tell me 
about it or remind me about it. I have no reason, nor have the Teitel- 
baums any reason, to ever make a statement such as that, that I did or 
thought I did make any disparaging remarks about my father-in-law. 

Chairman Kine. You may be excused, Mr. Sale. And will you 
keep yourself available temporarily to the committee / 

Mr. Saue. Yes, sir. 

Chairman Kine. Mr. Knohl? Mr. Larry Knohl/ 

Will you raise your hand and be sworn, Mr. Knohl? 

Do you solemnly swear that the testimony you give will be the truth, 
the whole truth, and nothing but the truth, so help you God 

Mr. Knoun. I do. 

Chairman Krna. Be seated, Mr. Knohl. Will you identify your 
self for the record, please ¢ 


91550—52—pt. 2 
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TESTIMONY OF LARRY KNOHL, LONG BEACH, N. Y., ACCOMPANIED 
BY HIS COUNSEL, CHARLES J. MARGIOTTI, PITTSBURGH, PA. 


Mr. Knout. Larry Knohl, K-n-o-h-l, 75 East Beach Street, Long 
Beach, N. Y. 

Chairman Kine. Will you identify the gentleman with you, Mr. 
Knohl ? 

Mr. Knonu. My counsel, Charles J. Margiotti, of Pittsburgh, Pa. 

Mr. Scuacuner. Mr. Knohl, what is your business? 

Mr. Knout. I have a number of businesses. 

Mr. Scuacuner. Could you please describe them for us? 

Mr. Knont. I am a newspaper publisher. I am in the oil business. 

Mr. Scuacuner. Just 1 minute, sir. What newspaper do you 
publish ¢ 

Mr. Knout. The Sunday Record in Long Beach, N. Y. 

Shall I proceed ? 

Mr. Scuacuner. Please do, 

Mr. Kwon. I am in the oil business. I am in the restaurant 
business. 

Mr. Scuacuner. Well, now, on the oil business: Do you do busi- 
ness in your own name? 

Mr. Knont. May I say that I am associated, or an officer, or the 
president, or the controlling stockholder, in the companies or corpo- 
rations that I talk about. 

Mr. Scuacuner. Well, now, which corporation are you talking 
about when you talk about the oil business? 

Mr. Knoun. The Rean Oil Co., Inc. 

Mr. Scuacuner. And what is your position with that company? 

Mr. Kwon. I am the president of that company. 

Mr. Scnacuner. Where does that company maintain offices? 

Mr. Kwout. In Russell, Kans. 

Mr. Scuacuner. And what is the business of that company ? 

Mr. Knout. Oil production. 

Mr. Scuacnuner. Does that company actually drill wells, or does it 
just buy oil production? 

Mr. Knoun. We do both. We drill wells and buy production. 

Mr. Scuacuner. Tell us about your next business. 

Mr. Kwon. IT am an officer of the Rearita Diner, Inc., for several 
years, or from its inception, in Long Beach, N. Y. 

Mr. Scrractiner. Do you own that corporation ? 

Mr. Knonut. Well, that is my wife, my family. I am an officer. 

Mr. Scuacuner. What office do you hold? 

Mr. Knonn. Of the Rearita Diner, I think I am either the president 
or the treasurer, I am not sure, sir. 

Mr. Scracuner. I take it your duties are not very onerous. 

Mr. Knout. Would you mind repeating that, sir? 

Mr. Scuacuner. I say I take it your duties are not very onerous, 
You do not have occasion much to concern yourself with that 
corporation ? 

Mr. Knour. No; my wife operates that business and she has for a 
number of years. 

Mr. Scuactuner. What other businesses are you engaged in? 

Mr. Kwon, I have real estate. 
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Mr. Scnacuner. Where do you own real estate ¢ 

Mr. Knouw. That is, when I say I have real estate, I talk of the 
corporations in which I am associated. 

Mr. Scuacuner. Well, could you tell us about these corporations ? 

Mr. Knoun. The Nassau & Suffolk Used Car Corp. is the owner 
of real estate, of which I am the president. The property is in Long 
Beach, N. Y. 

Mr. Scuacuner. Do you own any stock in that corporation ¢ 

Mr. Knonu. My wife does. 

Mr. ScnHacuner. Do you engage in any other business ¢ 

Mr. Knoui. Many times. 

Mr. Scuacuner. Well, now, are you presently engaged in any other 
business / 

Mr. Knout. I am an investor. If something is submitted to me, I 
become interested sufficiently to look into it, either buy it, make an 
investment, negotiate, or whatever you may want to call it, sir. 

Mr. Scwacuner. Well, now, before we get into that, by the way, 
what real estate does that Nassau corporation own / 

Mr. Kwnounw. It owns land and structure on Park Street in Long 
Beach. 

Mr. Scuacuner. Now, aren’t you also an officer of the Aaron Ma- 
chinery Corp. ¢ 

Mr. Knou.. I was. 

Mr. Scuacuner. You are not today ? 

Mr. Knout. I may not be. I am not sure, sir. 

Mr. Scuacuner. Well, has anything happened to make you think 
that you lost your office ? 

Mr. Knont. The only reason I make that statement: Since the in- 
carceration of Mr. Freidus, who is the master of that corporation, 
there is a great possibility that I am not an officer. [have been inactive 
since his incarceration, with the Aaron Machinery Co. 

Mr. Scuacuner. Now, are you engaged in any other business? 

Mr. Knonn. Nothing more than I told you. 

Mr. Scuacuner. Are you connected in some way with a television 
company ¢ 

Mr. Kwnont, I was the vice president of that corporation, sir. 

Mr. Scuacuner. What is the name of that corporation ‘ 

Mr. Knonu. The Starrett Television Corp. 

Mr. Scuacuner. And where does that corporation conduct its 
business ¢ 

Mr. Knout. In New York City. 

Mr. Scuacuner. And when did you cease being a vice president of 
that corporation ‘ 

Mr. Kwont. I don’t know whether I ceased. The same circum- 
stances exist as they exist with the Aaron Machinery Co., sir. 

Mr. Scuacnuner. That is, Mr. Freidus is presently incarcerated; is 
that right? 

Mr. Kwon. That is correct, sir. 

Mr. Scuacuner. So there is uncertainty about the tenure? 

Mr. Knont. That is correct, sir. 

Mr. Scuacuner. Now, are you engaged in any other businesses? 

Mr. Knont. Nothing that I could think of, outside of some negotia- 
tions concerning purchase or investment. 
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Mr. Scuacuner. Now, are you not the controlling stockholder and 
an officer of Atlantic Investors ¢ 

Mr. Kwnout. I am, sir. 

Mr. Scuacuner. Where does that corporation transact its busi- 
ness ¢ 

Mr. Knouv. 1523 L Street NW., in Washington. 

Mr. Scuacuner. And what is the business of that corporation / 

Mr. Knouw. An investment company, to make purchases of com- 
panies, factories, plants, machinery, in conjunction with the many 
things I have done in the past, sir. 

Mr. Scnacuner. Now, are you also somehow connected with the 
Pacitic Management Corp. ¢ 

Mr. Knonv. No, 1 am not an officer. a that is a company owned 
and controlled by Mr. Freidus and Mr. Aaron. 

Mr. ScuacuNer. But you acted for that company on oceasion, did 
you not‘ 

Mr. Knout. Not for the Pacific Management Corp., no. 

Mr. Scuacuner. But you received payments from the Pacific Man- 
agement Corp., did you not‘ 

Mr. Kwnout. They may have. That is possible, sir. 

Mr. Scuacuner. Now, in addition to the Rean Oil Corp., are you 
engaged in any other oil ventures / 

Mr. Knoun. No, not that I know of, sir. 

Mr. Scnacuner. Buying and selling? 

Mr. Kwon. Oh, 1 buy and sell, sir, for the Rean Oil Co. 

Mr. Scuacuner. Now, whom did you sell oil or oil production to / 

Mr. Knont. Oil production ¢ 

Mr. ScuacuNer. Yes. Do you know Mr. Costello in New York ¢ 

Mr. Knout. I do, 

Mr. Scuacuner. Did you ever sell him anything‘ 

Mr. Kwon. I sold him some oil through his attorney, ves. 

Mr. Scnacuner. Through his attorney / 

Mr. Knoun. That is correct, sir. 

Mr. Scuacuner. Who is that ? 

Mr. Knoun. George Wolfe in New York City. 

Mr. Scuacuner. Do you know Morris Winger? 

Mr. Knont. No, I don’t know him. 

Mr. ScuacuNer. Morris Rosen? 

Mr. Kwon. Don't know him. 

Mr. Scuacuner. Have you carried on any other business with Mr. 


Costello ¢ 
Mr. Knoun. No, nothing more than the oil production you talk 


about. 

Mr. Scuacuner. No other business there. Mr. Knohl, would you 
care to estimate for us roughly what your net worth is? 

Mr. Kwon. I object to that and refuse to answer that on my con- 
stitutional grounds, and it may tend to incriminate me, only because 
I am presently, from your statements and others, under tax investi- 
gation. 

Mr. Scnacuner. Mr. Chairman, just to complete the record, I rec- 
ommend that you direct Mr. Knohl to answer the question. 

Chairman Kine. Would you read the question back, Mr. Reporter? 

(The reporter reads the question, as directed.) 
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Chairman Kine. Do you understand the question, Mr. Knohl ¢ 

Mr. Knout. I do, Mr. Chairman. 

Chairman Kine. I hereby request you to answer the question. 

Mr. Maratorri. May I consult with Mr. Knohl? 

Chairman Kine. You may. 

(Mr. Margiotti consults with Mr. Knohl.) 

Mr. Knont. May I make a statement, Mr. Chairman ? 

Chairman King. You may. 

Mr. Knont. I have been advised by my counsel that I should not 
answer that question; that I may be involved in a tax case and it may 
tend to incriminate me. 

Chairman Kine. Do you refuse to answer the question ? 

Mr. Kwont. I do, sir. 

Chairman King. Because an answer to it may tend to incriminate 
you? 

Mr. Kwnont. I do, sir. 

Chairman Kine. Very well. 

Mr. Scnacuner. Mr. Knohl, in your list of businesses, you did not 
include the gambling business. Am I to assume that you are not 
engaged in the gambling business? 

Mr. Knont. Never in my life. And that is & lie—that I was in the 
gambling business. 

Mr. Scnacuner. Mr. Knohl, do you derive any profits from gam- 
bling? 

Mr. Knont. I didn’t hear you, sir. 

Mr. Scuacuner. Do you derive any profits from gambling? 

Mr. Kwon. You mean have I bet on a horse? Is that what you 
refer to? 

Mr. Scuacuner. Well, sir, I will take any form of gambling, horses 
or anything else. 

Mr. Knont. Well, Iam not in the gambling business. 

Mr. Scoacuner. Well, now, do you derive any profits from gam- 
bling? 

Mr. Knont. I may derive profits and losses, if I bet on a horse, or 
when I go down to Florida and may play some dice. That is what 
you are referring to? I am not in the gambling business. 

Mr. Scnacuner. Well, now, sir, as a matter of fact, do not earn- 
ings from gambling constitute a substantial part of your net income ? 

Mr. Kwnont. I never said that, sir. 

Mr. Scoacuner. You did not? 

Mr. Knont, I never said that that was my substantial income, from 
gambling. 

Mr. Scnacuner. No, sir. Let us put it this way. Have you ever 
claimed to have earned as much as $10,000 net during the year on 
gambling transactions ? 

Mr. Knont. Why, if you are referring to a special horse race that 
I won and whieh I reported in my returns, it may have been more, sir, 
if that is what you are talking about. 

Mr. ScnacuNer. Well, now, let us get the question answered first. 
Have you ever claimed that you had made during the year as much as 
$10,000 from gambling ¢ 

Mr. Kwon. I may have, and that would be on my return, sir. 

Mr. Scuacuner. As a matter of fact, haven’t you claimed that you 
have made as much as $25,000 gambling ? 
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Mr. Knout. I wouldn’t know, sir. If I claimed it, then the facts 
are correct. 

Mr. Scuacuner. Didn’t you claim that you made that much last 
year? 

Mr. Knont. That is possible, sir. My records would show that, on 
my return. 

‘Mr. Scuacuner. You mean to tell us that you have no recollection 
of having made $25,000? 

Mr. Knont. I have no recollection at this time as to whether I may 
have made twenty-five, twenty, or five thousand. Whatever I re- 
ported on my return, I earned and made, and explained it. 

Mr. Scuacuner. But you are not willing to dispute the figure of 
$25,000 ? 

Mr. Knont. I am not disputing any figures, sir. I say it is on my 
returns. And whatever it is, it is there. 

Mr. ScuacuNer. But you claim that that figure does not rob you of 
your amateur status ¢ 

Mr. Knont. I say I don’t remember the amount. That is all I can 
tell you, sir. 

Mr. Scuacuner. You didn't thereby become a professional; is that 
right? 

Mr. Kwnont. I am not in the gambling business, sir. That is what 
I am referring to. 

Mr. ScnHacuner. Now, since you brought up this matter of income 
tax returns, can you tell us where you file your income tax returns? 

Mr. Knonu. My attorney and tax consultant would be more familiar 
with that than I, sir. 

Mr. Scuacuner. Well, we will take your testimony for the time 
being. Now, can you tell us where you file your income tax returns ¢ 

Mr. Knoun., My attorney would be more familiar with that. I 
really don’t know, sir. I really couldn't tell you. 

Mr. Scuacuner. Now, when did you first hire that attorney who 
would be familiar with it? 

Mr. Knonw. Oh, about 6 years ago. 

Mr. Scnacuner. And he filed—— 

Mr. Knonw. Jim Ronane, if you want the man’s name. 

Mr. Scuacuner. You have hired him, 6 vears ago? 

Mr. Knonv. That is correct, sir. 

Mr. ScnacuNner. Now, you gave him all the information necessary 
as to where to file your income tax return ? 

Mr. Knont. I did, sir. 

Mr. Scuacuner. Under those circumstances, can you explain to us 
why your income-tax return for the year 1949 is filed in the first 
district of New York? That is the district of your residence. That 

takes in Long Island. 

Mr. Knont. I wouldn’t know, sir. That is something you would 
have to discuss with my tax consultant and counsel. 1 am not familiar 
with that. 

Mr. Scnacuner. Well, now, are you familiar at least with the fact 
that this income tax return didn’t come in until 1951? 

Mr. Knont. I wouldn’t know, sir. You would have to take that up. 
Whatever documents, papers, and so forth, were necessary for me 
to sign, were done, sank that is something you could discuss with my 
attorney and tax consultant. 
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Mr. Scuacuner. You know, do you not, that ordinarily a person is 
required to file an income-tax return on March 15 of the year following 
te ens during which the income was derived? Is that not right? 

. Knont. I presume that is correct. 

Mr. Scuacuner. You knew that much. 

Mr. Knout. Yes. 

Mr. Scuacuner. Now, is it your testimony, sir, that you instructed 
your attorney so to do? 

Mr. Knont. Do what? 

Mr. Scuacuner. File your income-tax return when it was due. 

Mr. Knout. I gave all of the information, all of the papers, instru- 
ments, and documents concerning what I have to give them concern- 
ing my taxes, and he is my attorney and tax consultant, and what he 
did or what I was supposed to do, I did. 

Mr. Scuacuner. Well, now, do you know, for instance, why your 
1950 income-tax return is filed in the second district of New York / 

Mr. Kwon. I wouldn't know, sir. I wouldn’t really know. 

Mr. Scuacuner. You maintain no residence in the second district 
of New York. That is the district including Manhattan, Westchester 
County, Bronx County, and a few others. I take it back. The second 
district of New York includes only the lower part of Manhattan. 

Mr. Knout. I don’t know what it includes. I wouldn’t know. 

Mr. Byrnes. Did you ever live in the lower part of Manhattan? 

Mr. Knonuu. No; I did not, sir. I have had offices in the lower 
part of Manhattan, but I never lived there. 

Mr. Byrnes. You never resided there? 

Mr. Knonu. No; I lived only in the first district. 

Mr. Scuacuner. That is on Long Island. 

Mr. Knont. I lived in Brooklyn many years ago, but I have lived 
most of the time in Long Island, N. Y., sir. 

Mr. Scuacuner. Can you explain, then, to us, why perhaps your 
return for the year 1946 was delinquent and turned up in the third 
district of New York? That was the one including the upper part 
of Manhattan. 

Mr. Knonu. I wouldn't know, sir. 

Mr. Scuacuner. You didn’t maintain any residence there? 

Mr. Knout. No. I told you I didn’t live in New York, sir. 

Mr. Scuacuner. Then, can you tell us where your 1942, 1943, and 
1945 tax returns might turn up? 

Mr. Knont. I wouldn’t know, sir. It is something I wouldn't 
know. 

Mr. Byrnes. Do you know whether they were filed ? 

Mr. Knont. I imagine they were, sir. I wouldn’t know where. 
Just as the tax returns that are being filed now; or where they have 
been filed. I leave that to the attorney. I don’t know. 

Mr. Byrnes. Who was the attorney you had in those years? 

Mr. Knont. Oh, I don’t know, sir. He istalking about 1942. That 
is 10 years ago. I don’t know. 

Mr. Scuacuner. You didn’t have Mr. Ronane, then, did you? 

Mr. Knonu. No; I did not. 

Mr. Scuacuner. You didn’t have him in 1948 or 1945? 

Mr. Kwnont. I said I had him 5 or 6 years. That is what I said. 

Mr. Scuacuner. Does that include 1945? 
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Mr. Knonw. Well, subtract 5 or 6 years from this day and time, and 
you will get your answer. It is very simple. 

Mr. Scuacuner. If you subtract 5, you don’t get 1945. If you sub- 
tract 6, you do. I would like to have your answer, Mr. Knohl. 

Mr. Knont. Well, | wouldn't know, sir, I don’t remember the exact 
time or the date. I used the language “5 or 6 years.” It may be five. 
It may be six. I don’t know, sir. 

Mr. Scuacuner. Can you tell us whether or not you had substan- 
tial earnings during that period / 

Mr. Knont. 1 wouldn't remember, sir. 

Mr. ScuacuNner. Now, where do you maintain offices, Mr. Knohl? 

Mr. Knont. Long Beach, New York, Washington, D. C., Russell, 
Kans. 

Mr. Scuacuner. Those are the only places at which you maintain 
offices ¢ 

Mr. Knouu. Presently, sir; ves. 

Mr. Scuacuner. Now, sir, where do you stay in New York ¢ 

Mr. Knout. Where do I stay / 

Mr. ScwHacuner. Yes. 

Mr. Knont. Where do I live? Or do you mean, where do I stay 
when I come into New York for a night, or something like that ¢ 

Mr. Scuacuner. Both. Where do you live? You live out in Long 
Beach, do you not ¢ 

Mr. Kwont. | live in Long Beach, N. Y.: yes. 

Mr. ScHacuner. Do you not occasionally stay at the Waldorf As- 
toria Hotel in New York? 

Mr. Knont. When [ am in New York, I stay at the Waldorf. 

Mr. Scuacuner. Where do you stay here in Washington ‘ 

Mr. Knount. The Mayflower, sir. I have always stayed at the May- 
flower. IL maintain a suite there. 

Mr. Scuacuner. Is that the presidential suite? 

Mr. Knout. Oh, yes. This time I am staying at the Statler. 

May I get the last question, sir? 

Mr. Scuacuner. Do you stay at the presidential suite of the May- 
flower ¢ 

Mr. Knoun. What do you mean by the presidential suite? How 
do you find all these names, presidential suites, and al] these things? 

Mr. Scnacuner. Well, I imagine the hotel manager thought them 
up. 

Mr. Knoun. I don’t know what you eall it. It is a suite. To me 
it is just a suite. 

Mr. Scuacuner. Well, how much does it cost a day ? 

Mr. Knouv. Oh, I think I had it by the month, sir. I don’t remem- 
ber. I wouldn't know the charges. I don’t remember offhand. 

Mr. Scuacuner. Was it $35 a day? 

Mr. Kwnoun. That is possible, sir. Maybe less. I don’t know. 
Maybe more. 

Mr. Scuacuner. Well, did you have any dealings with Bob 
Fletcher? 

Mr. Knont. I did. 

Mr. Scuacuner. What kind of dealings did you have with him? 

Mr. Knonn. Well, in the oil conversation, we would say that I par- 
ticipated in the drilling of a dry well. Or at least may I say I think 
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I drilled two dry ones with him or participated in the drilling of two 
dry ones. 

{r. Scuacuner. Did you have some participation in the Gulf Coast 
Oil Co., too? 

Mr. Kron. Is that in Oklahoma, sir? You may help me. Is that 
Oklahoma ? 

Mr. Scuacuner. I do not know, sir. 

Mr. Knont. I wouldn't know the name, but I had a drilling in 
Oklahoma, and the name strikes me. You may be correct. I don’t 
kngw whether it is the Gulf Coast, or whatever the name may be. but 
the records will indicate, and we have the canceled checks or what- 
ever have you. That was a dry one, too, sir. 

Mr. Scuacuner. Well, sir, prior to being engaged in all these busi- 
nesses, What business were you engaged in? 

Mr. Knout. I was in the auction business and the purchasing of 
merchandise and factories and department stores and lumber com- 
panies or whatever have you, sir, just as I do now. 

Mr. Scuacuner. Since when were you engaged in the auction 
business ¢ 

Mr. Knonn. Oh, I would say maybe 20 years ago. That is, I started 
the auction business maybe 20 years ago or more. 

Mr. Scuacuner. In connection with your conduct of that busi- 
ness 

Mr. Knont. I was convicted of a crime. And I told you that in your 
subexamination the other day, and I will repeat it again. I was con- 
victed of a crime; took nothing; and let me use the language that 
that was a political piece of obstruction, at the same time. 

Mr. Scuacuner. What was the crime? 

Mr. Knouw. I was charged with taking money from one account and 
putting it into another. I paid the Government; didn’t take one dol- 
lar: and I was indicted for a national violation and punished. And 
you bring this out now before my wife and two children again. I 
am a businessman. And if the first man that didn’t sin is around, 
let him come here and cast that stone. Your purpose is to arrest me. 
That is all. That was 15 years ago. 

Mr. Scnacuner. Mr. Knohl, your testimony is offered to this com- 
mittee and also to the public generally. Under those circumstances, 
I believe the committee is entitled to, and the public is entitled to, such 
data as we may furnish it to estimate the credibility of the testimony. 
If that conflicts with private interest, I am afraid that on occasion 
the private interest must vield. I regret the conflict. Iam sure the 
committee does, too. 

Mr. Knouv. Well, I have answered your question, sir. 

Mr. Scuacuner. To be precise, the crime was the crime of em- 
bezzlement. 

Mr. Knoun. That is what the title of the crime was. T understood 
it was a national violation, as a United States auctioneer. 

Mr. Scuacuner. And it was in connection with the Bankruptcy 
Act. 

Mr. Knouv. In which I was the auctioneer: ves. 

Mr. Scnacuner. It was the mishandling of an estate in bank- 
ruptcy ? 

fr. KNonn. That is correct. 
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Mr. Scuacuner. And did it involve the destruction and falsifica- 
tion of records also? 

Mr. Knont. It did not. 

Mr. Scuacuner. That was not part of the charge? 

Mr. Knont. No, sir. And you know that to be the truth. 

Mr. Scuacuner. You were convicted when, sir? 

Mr. Knont. In 1937, I think; 1937 or the early part of 1938. Iam 
not sure. 

Mr. Scuacuner. That was after a trial before a jury? 

Mr. Knou. That is correct. ‘ 

Mr. Scuacuner. And what was the sentence? 

Mr. Kwon. I was sentenced to 15 months and released, I think, 
in5or6 months. I don’t remember. 

Mr. Scuacuner. And thereafter you resumed the trade of the 
auctioneer! Is that right ¢ 

Mr. Knonw. That is correct, sir. 

Mr. Scuacuner. Now, sir, you became at one time or another con- 
nected with Aaron and Freidus, did you not ¢ 

Mr. Knout. I did, sir. 

Mr. Scuacuner. These gentlemen in turn were connected with the 
Aaron Machinery Corp. of New York? Is that right? 

Mr. Knout. That is correct, sir. 

Mr. Scuacuner. And when did you first became connected with 
that corporation ? 

Mr. Knonu. Well, I was associated with Mr. Freidus in the real 
estate ventures, I think it was, in 1946, when the city of Long Beach 
had sold at public auction about a million and a half dollars of vacant 
land, in which I participated and so did Mr. Freidus. That was the 
first time that I became associated with Mr. Freidus, sir. 

Mr. Scuacuner. That is, you gentlemen bought the vacant land. 
And did you do any building on that land ¢ 

Mr. Knout. We did, sir. We did. 

Mr. Scuacuner. What did you build on that land? 

Mr. Knont. Well, I built at that time about—I am not sure— 
maybe 40 or 50 buildings. Some main street taxpayers and Mr. 
Freidus build that many or more. 

Mr. Scuacuner. Have you sold your buildings since? 

Mr. Knont. They have been sold. When I say “I,” sir, I refer to 
corporations in which I was the head. 

Mr. Scuacuner. That marked your first business venture with 
Aaron and Freidus; is that right. 

Mr. Kwon. That is correct. 

Mr. Scuacuner. And that was in the year 1946? 

Mr. Knont. Approximately, sir. It may have been 1946. I don’t 
remember the exact time. 

Mr. Scuacuner. And thereafter, did you remain associated in the 
business way with Aaron and Freidus? 

Mr. Knonv. Much more with Mr. Freidus than with Mr. Aaron, sir. 

Mr. Scuacuner. But did you become an officer of the Aaron 
Machinery Corp. ? 

Mr. Knont. I did, sir. 

Mr. Scuacuner. Do you remember the year in which that 


a" ned ? 
} fr. Kwnont. I don’t recall the year. 
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Mr. Scuacuner. Well, now, what kind of business relations did you 
have with Aaron and Freidus after 1946 ? 

Mr. Knonuu. Well, I became associated with the Aaron Machinery 
Co. and purchased plants and machinery and other commodities con- 
cerning the corporations. 

Mr. Scuacuner. Well, now, were those fairly substantial deals? 

Mr. Knout. Well, some have been, sir; yes. 

Mr. Scuacuner. Going into the the hundreds of thousands of 
dollars? 

Mr. Knont. Yes, sir. 

Mr. Scuacuner. And were some of these plants bought from the 
Government ? 

Mr. Knouu. One was; yes. One I recall was bought from the Gov- 
ernment ; yes, sir. 

Mr. Scuacuner. Were there any deals there with the War Surplus 
Administration ? 

Mr. Knont. I bought—that is, the Aaron Machinery bought—a 
company or structure and machinery, from the War Assets, which was 
originally owned by the Otis Elevator Co. We bought that in New 
York. 

Mr. ScHacuner. And how much money did that involve? 

Mr. Knout. Oh, I don’t recall the figures. I wouldn’t know, sir. I 
don’t recall the amount. 

Mr. Scuacuner. Were there any deals with the RFC either pending 
or completed ? 

Mr. Kwon. Well, the deal that you talked to me about upon your 
first examination, referring to the RFC, in which I had a deal con- 
cerning the purchase of the Arion Manufacturing Corp., of Kansas, 

Mr. Scuacuner. And that deal is still pending, it is not ? 

Mr. Knont. No, I think that deal is all gone. Since Mr. Freidus’ 
incarceration, I think we had dropped that deal. That deal was 
abandoned. They gave us our money back, or deposit, or whatever 
the negotiations were. I don’t recall. 

Mr. Scuacuner. Now, sir, there came a time, did there not, when 
you learned that Aaron and Freidus were in tax difficulties? 

Mr. Knout. Yes. 

Mr. Scuacuner. When did you first learn about that ? 

Mr. Knout. Why, Jake—when I use the word “Jake,” I refer to 
Mr. Freidus—called me in, and he said, “Larry,” he said, “I have 
«tax problem.” He says, “I have been indicted.” 

I says, “For what?” He told me. He says, “My father and my- 
self.” And that was in 1948 or whenever he was indicted. I don’t 
remember the date. Whenever it was, he told me about it. 

Mr. Scnacuner. That is, he told you about it as soon as he was 
indicted ; is that right? 

Mr. Knonu. He said he got word that he was indicted, and he had tu 
appear and be arraigned with his father, and he was bailed out. 
Everybody knew it. It was public knowledge, on the front pages of 
every newspaper. 

Mr. Scuacuner. You had never heard about it before; is that 
right? 

Mr. Kwnout. No. Jake never talked to me about his tax problem. 
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Mr. Scuacuner. By the way, at that time, when you first heard 
about this, did you know Mr, Nathan, Frank Nathan / 

Mr. Knouv. No, I didn’t know Mr. Nathan then. 

Mr. Scuacuner. You have met him subsequently, have you not? 

Mr. Knoun. Yes, and I will tell you how. 

Mr. Scuacuner. Well, how did you meet him? 

Mr. Knont. When I first was informed about this tax matter, I 
asked Mr. Freidus what it was all about, and he told me that he was 
involved im some purchases of machinery in which he had to pay 
eash. And IT said, “Could you give me some information?” He did. 
I said. “I would like to call in another attorney.” And I called in 
Mr. Bernard M. Rasch of my city, Long Beach. IT told Mr. Rasch 
about it and said, “Is there any way that you can produce some of the 
evidence you talk about ¢” 

He says, “It would be hard.” I said, “I don’t think so. If vou did 
pay cash and there were trucks that took it and there were truckmen 
and banks and money orders and Western Union and vouchers.” 

He says, “It’s all over the country.” I said, “I would be glad to 
do that. I will go and travel and interview and see what we can 
obtain.” 

Mr. Rasch said, “If that could be done, we would have to present 
this to the district attorney or to the Department of Justice.” 

I said, “Fine.” 

Mr. Freidus gave us some documents that he had never submitted to 
his accountant before, which indicated that there was a pattern con- 
cerning the purchase of machinery which was not recorded in the 
account. Mr. Rasch went to Washington, took the matter up with 
some officials in the Department of Justice. Mr. Rasch came back 
and said, “If you can produce the evidence that you say that you have, 
and with what I showed the Department of Justice, we may be able 
to have a hearing and do something concerning this tax matter.” 

I immediately went all over the country. One time while | was in 
the Mayflower with Mr. Rasch, while this matter was pending before 
the Department of Justice, Mr. Nathan and another gentleman who 
walked up to me—he was a stout man, and if T recall he either said 
his name was Berlin or Berman. And he said, “You are from the 
Rearita Diner, are you not 4” And T said, “Yes.” 

And by the way, the Rearita Diner is the restaurant that [have ina 
beach resort in Long Beach. And T said, “Yes.” 

He says, “I have been in your place a number of times.” 

I said, “That is fine.” 

He said, “Shake hands with Mr. Nathan.” 

I says. “How do you do?” And we talked a little bit. 

Mr. Scuacuner. Forgive me for interrupting you. The gentle- 
man who introduced you to Mr. Nathan: what was his occupation ¢ 

Mr. Knout. I wouldn't know. He said that he knew me: that he 
had been in my restaurant a number of times in Long Beach. 

Mr. Scucuner. Wasn't he an accountant ? 

Mr. Knonw. IT wouldn't know, sir. [ don’t know whether he was or 
not. 

Mr. Scuacuner. Please proceed. 

Mr. Kwon. I don’t know. 

So Mr. Nathan said, “Are you stopping here?” 


T said “Yes.” 
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A day or two later—1 don’t remember—I received a telephone call 
from Mr. Nathan, and he said to me, “How are you?” I said, “Fine.” 
I said, “Who is this?” 

He didn't say “Frank Nathan.” I think he used the word “Nathan” 
or “Froy Nathan” or something like that, at that time. And I said, 
“What is on your mind?” He said, “I would like to see you.” So I 
said, “Fine. Come up.” And he came up. He says, “I understand 
that you buy and make investments.” I said, “Yes.” 

He said, “Will you be interested in an oil deal?” And I said 
“Maybe.” And I dismissed it. 1 didn’t go into it too much. 

He began to call me continuously. And finally he encouraged me 
to make an investment, which I did. I bought some—that is, I bought 
into a drilling project with this Mr. Bob Fletcher. That was the 
first time that I had any dealings with Mr. Frank Nathan. 

Then he says, “I will get vou another deal. It will be all right. He 
has got a good one. You will make it up”—et cetera. He has a very, 
very convincing personality, and he encouraged me again, and I made 
a further investment into a dry one with Mr. Fletcher. 

Well, he became a little bit more friendly with me. He said to me, 
“Do you ever go to Florida?” TI said, “Yes: we have some interests 
down there.” When I say “we have some interests down there,” I 
refer to Mr. Freidus; some hotels which he owned and some apart- 
ments that were built there that I was looking after. And he says, 
“Come in and see me.” 

I was down there with my wife. He was very friendly, sent a car 
for me, took me to dinner. He met my wife. He met my daughter. 
He met my son. He introduced his son to my daughter. He took her 
out to dinner. And before I knew it, there seemed to be a great inter- 
est in my daughter, and—— 

Mr. Scnacuner. Excuse me for interrupting you, but I am sure 
that the committee does not—— 

Mr. Kwon. I would like to finish that, sir. I think everything 
should be told here. 

Mr. Scnacuner. Certainly, if you would like to. 

Mr. Knour. There have been many statements made, and I think 
while you have gone into this investigation, while I am not a lawyer, 
I am telling vou this from the heart and not from the lips, and I 
would like you to know everything, and the circumstances that sur- 
round it, 

Mr. Scnacuner. Before you go any further, if you wish to tell us 
about this, and it is not too long, IT am sure the committee will listen 
to you. 

Mr. Kwon. But don’t take me off my track, sir. 

Mr. Scuacuner. Just one moment, sir. Please permit me to finish 
what I have to say. The one thing I wanted to inform you of is that 
this committee is not interested and does not require you to tell us 
anything about the personal affairs of your family or relatives or 
anything of the sort. Insofar as you wish to say anything concerning 
that, it is wholly your own affair. 

Mr. Knout. Well, it concerns a relationship, sir, and I think the 
facts should be known. And as long as I am before this committee in 
a public hearing and you have me on the front pages of these papers, 
I think all of the circumstances concerning this—I have to live with 





1488 INTERNAL REVENUE INVESTIGATION 


my wife and children, and they should know this, and I think every- 
one else should. 

Chairman Kina. Proceed, Mr. Knohl. 

Mr. Knonu. Mr. Nathan’s son began to court my daughter, and 
before I knew it an engagement was announced. A wedding date 
was set. I became friendly with the man. That is how I knew Mr. 
Nathan, and that is how I was so close to him. 

Mr. Scuacuner. You also stayed at his hotel room on occasion ? 

Mr. Knon. Oh, I may have. No question about that, sir. 

Mr. Scuacuner. Now, sir, at the time you first met him, your main 
concerns were with the Aaron and Freidus tax difficulties ¢ 

Mr. Knount. Why, no. We were before the Department of Justice. 
and these defendants were indicted and set for trial in New York 
before I knew Mr. Nathan. Mr. Rasch appeared before the Depart- 
ment of Justice and asked for what he thought he could produce, and 
they said, “Produce it.” And Mr. Nathan knew nothing about it. 
While I have no love and affection for him personally, I tell you he 
knew nothing about it, so help me God. 

Mr. Scuacuner. Well, sir, you told us before, did you not, that on 
one of your trips concerning the Aaron and Freidus matter, when you 
were staying at the Mayflower, you met Mr. Nathan? Is that not 
right? 

Mr. Knout. That is correct. 

Mr. Scnacuner. All right. I take it on that trip the Aaron and 
Freidus matter was your main purpose for coming to the Mayflower 
Hotel? 

Mr. Knont. I came with Mr. Rasch. 

Mr. Scnacuner. Yes. But that was the purpose of the trip? 

Mr. Knout, At that time? Yes. 

Mr. Scuacuner. And did you know whether or not Mr. Nathan 
knew Mr. Caudle? 

Mr. Knonw. No; I did not. Not at that time, sir. I didn’t know 
Mr. Nathan or know Mr. Caudle. I didn’t know either one of them. 

Mr. Scuacuner. At that time? 

Mr. Knout. Absolutely not. 

Mr. Scuacuner. Now, can you fix that time for us? 

Mr. Kwon. Oh, I don’t recall the time. I think Mr. Rasch, or 
whatever the records would indicate at the Department of Justice, 
when they went there and hearings were held before some officials—I 
don’t know who they were. I was not there the very first time or the 
second time. I wouldn’t know. I couldn’t give you that. I wouldn’t 
know. 

Mr. Scuacuner. Now, did Mr. Nathan act in any way in connection 
with the acquisition by you or by interests connected with you of the 
Rean Oil Co. ? 

Mr. Knont. Yes. He sold me an oil deal for a hundred thousand 
dollars, which presently produces about 12 percent oil and 88 percent 
water, 

Mr. Scuacuner. What amount was his commission ? 

Mr. Knont. Well, there has been conflicting stories about that. He 
seemed to get around to me and borrow from me, and was always in 
difficulties financially, and was exchanging checks with me, and, “I 
will give it to you today.” “I will give it to you tomorrow.” And he 
owed me some money. 
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I think the ultimate result was that I paid him a $5,000 commission, 
and then I was sued by someone else and had to pay another $5,000 for 
the same deal. 

Mr. Scuacuner. That is, somebody else claimed that it wasn’t he 
who brought about the deal. 

Mr. Knouw. He claimed that he was “supposed to get ten,” and he 
was “supposed to get half,” and “he didn’t give me,” or “you didn’t give 
me.” 

There was some story. They even went so far as to attach my air- 
plane, and I had to put up a bond for it and eventually settle it. I 
think it was an additional four or five thousand dollars. 

That is what happened in that action. 

Mr. Scuacuner. But, at any rate, Mr. Nathan received $5,000? 

Mr. KNOL. Yes: he received S500, or received credit for 85.000. 
But I paid him $5,000; anyway you want to call it. 

Mr. Kean. May Lask one question / 

Mr. Knonn. Yes. 

Mr. Kean. You said they attached vour airplane? 

Mr. Kwon. Yes, sir. 

Mr. Kean. Did you own the airplane? 

Mr. Knout. No. The oil company. He was suing the oil company. 
You see, they sued me, they sued the oil company, they sued everybody. 
And they attached the plane. And my pilots called me and said, * Your 
plane is attached.” 

I said, “For what /” And they told me. 

Well, I had to settle it. It was a nuisance. And that was the story. 

Mr. Kean. Do not forget that the suit was also against the oil com- 
pany. 

Mrs. Knout. When I say “I,” sir, I refer to my companies or cor- 
porations in which | have control. 

Mr. Kean. You stated in the testimony that a stout gentleman—— 

Mr. Knont. That is right. 

Mr. Ken. Introduced you to Mr. Nathan—— 

Mr. Knont. In the lobby. 

Mr. Kean. And stated that he had seen you in your restaurant. 

Mr. Knout. He said he had been in my restaurant. 

Mr. Kean. How did he know you? 

Mr. Knont. I don’t know. A lot of people tell me that. They say, 
“Do you have the Rearita?” It is a beach resort, and thousands of 
people come there. 

Mr. Kean. You do not hang around there and greet people? 

Mr. Knont. Oh, I have been in my restaurant, sir. I built this 7 
or 8 years ago. That is my business. We employ 45 people there. I 
don’t say I was there all the time, but on week ends or whenever I was 
in town, I would come in there and help my wife and my people who 
were employed there and assist them. built this place. It is part of 
me. It is my own business. 

Mr. Kean. And people who went to that restaurant would be apt to 
see you there ? 

Mr. Knonn. They have told me that, sir, when I was in Cali- 
fornia. I stayed at the Ambassador, A man walked up to me, and 
said to me, “You have the Rearita in Long Beach, haven't you?” 

I said, “That is right. How do you know?” 
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He said, “I spent the summer there. I have been into your place.” 

My place is a popular place. It is on the main corner. It is well 
known. It isa resort. And the city turns over with new visitations 
all the time, and we never know who the patrons are. It is not a 
local trade. It is a visitation; automobiles; it is on the main corner 
of the city. It is transient, and people don’t come there the next year 
that came there before. Some do, and some don't. 

So, many people have met me and said, “Aren’t you Mr. Knohl from 
the Rearita/” or, “Don’t you own the Rearita?” or, “I have seen you 
in the Rearita.” 

That has happened many times, sir. 

Mr. Scuacuner. Mr. Knohl, you began telling us before—— 

Mr. Knout. Excuse me, sir. 

May I take a glass of water? 

Mr. Scuacuner. Certainly, sir. 

Mr. Knohl, how do you spell that Rearita ? 

Mr. Kwnout. It is the R-e-a-r-i-t-a Diner. 

Mr. Scnacuner. Mr. Knohl, you told us before about putting your 
services at the disposal of Mr. Freidus and Mr. Aaron after about 
the time the indictment was returned. Was that in the spring, 1949? 

Mr. Kwon. I don't remember the date. Whenever it was, sir. 

I don’t remember the time. I don’t really recall the exact date. 

Whenever this indictment developed and happened, arrest and bail 
and bond, it was brought to my attention. 

Mr. Scuacuner. Now, sir, at that time, when you put your serv- 
ices at the disposal of Aaron and Freidus, was there an understanding 
that you were to be compensated for your services ¢ 

Mr. Knout. Well, no, but I think Mr. Freidus over a period of 2 
years gave me some consideration. 

I think he may have paid me seventy-five or a hundred thousand 
dollars during the 2 years concerning expenses and other situations 
concerning this matter. 

Mr. Scuacuner. Well, sir, how would you describe the capacity 
in which you acted for Aaron and Freidus ? 

Would it be correct to describe you as an investigator ¢ . 

Mr. Knont. You may call me what you may. I went all over the 
country, possibly to every State in the Union, made hundreds and 
hundreds of plane trips back and forth, interviewing people, going 
to banks, institutions, trucking companies, machinery people. And 
that went on for over 2 years or pretty near 2 years; many days, 
many nights. 

That is what I did. 

And whatever you want to call it, I was associated to do what I 
thought I could concerning the evidence he required. 

Mr. Scuacuner. That was your mission, and in order to qualify 
yourself for that, have you had—by the way, this was quite a serious 
charge, Was it not, income-tax evasion, that was charged against—— 

Mr. Knout. I think any criminal charge is a serious charge, espe- 
cially when you are arrested, 

Mr. Scuacuner. And your only previous experience with the 
criminal law had been such as you deseribed ¢ 

Mr. Knouv. I never made investigations, if that is what you refer 
to, sir. That was not my business, and I never did anything like that 
before. 
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Mr. SenacuNner. And the very first emplovinent which vou had 
along those lines resulted in payments to you of 875,000 or S100,000, 
did it not ¢ 

Mr. Kwon. Oh, no. Mr. Freidus said, “It is unfair, and IL am 
depriving you of making money, and you are going all over the 
country.” and he said, “Larry, 1 will take care of it.” And T said, 
“Do whatever you want.” And that is the story, as far as the fees 
are concerned, and expenses, and other things, and T had no arrange- 
ment about what he will pay me or how much. 

Mr. Scuacuner. Now, in connection with the handling of the 
expenses for your activities on behalf of Aaron and Freidus, were all 
of the experhses pac by check ¢ 

Mr. Kwout. T wouldn’t know, Sometimes by check or sometimes 
by cash, and T wouldn't know, and that would be hard to tell you. 

jut that is all public record, and any withdrawals of money will 
show it. T wouldn't know, sir. 

Mr. Senacuner. On your investigation trips. did you carry con- 
siderable amounts of cash with vou ¢ 

Mr. Knonn. T always did. In the auction business we always did, 
and in my business we always carried lots of money. 

Mr. ScuacuNner, And you just applied your learning from the 
auction business to the investigation business, and carried a lot of 
cash ¢ 

Mr. Knoun. No. LT only say that I always at all times carried con- 
siderable cash. 

Mr. Scuacuner. Well, how much cash would you estimate you 
carried on one of these investigations / 

Mr. Kyou. 1 wouldn't know. Tam not making a special state- 
ment as to how much cash I carried, and IL didn’t carry any special 
cash with me for any special purpose during the investigation. I am 
discussing in the event T was interested in making a purchase or 
buving something. 

Mr. Scnacuner. Did you carry as much as $25,000 with vou? 

Mr. Kwoun. In miv pocket / 

Mr. Scnacuner. Or any other receptacle. 

Mr. Kwoun. I don’t know of any such time. 

Mr. Scnacuner. How much cash did you carry with you? 

Mr. Knoun. I don’t know. T wouldn’t know. It is ridiculous. 

Mr. Scuacuner. Well, would you say it was less than $25,000 at 
all times 4 

Mr. Knouv. 1 wouldn't know. Yes. it was less, but I wouldn't 
know the amounts, and if you talk of several thousand dollars or 
$2,000 or $1,000, or 82.500, or $500, T could understand it, but I didn’t 
carry no $25,000. 

Mr. Scuacuner. What kind of bills did vou carry around ¢ 

Mr. Knonn. I don't know. I made no notations of what it was. 
Whatever the bank gave me. 

Mr. Scuacuner. Did you carry some $1,000 bills? 

Mr. Kwon. IT have had $1,000 bills, sure, many times, 

Mr. Scnacuner. On one of those trips? 

Mr. Knout. I don't know, I wouldn't know. I couldn't tell you 
that, sir. 

Mr. Scuacuner. Well, would you say that you sometimes had more 
than one $1,000 bill on one of those trips? 
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Mr. Kwon. My God, I sent Western Union money orders for 
$10,000 and $20,000 to banks cone erning business, many times, with 
$1,000 bills, many times. That is a matter of public record. | 
wouldn’t go into a bank and get $10 bills if I have to send $20,000, 

Mr. Scnacuner. And your disbursements to some extent were 
handled in cash, is that right ¢ 

Mr. Knont. Possibly. 

Mr. Byrnes. Well, “possibly”; you know, you can be definite on 
some of these answers here, can you not, Mr, Knohl ¢ 

Mr. Knont. He is just asking, “Did you handle some of these dis- 
bursements in cash?” And if [ went into a restaurant | didn't give 
him a check. 

Mr. Byrnes. My ant you answer the question / 

Mr. Knont. I answered his question, and I don't know what else he 
is referring to; and what do you refer to. sir? Tell me. and T will an- 
swer you, gladly. 

Mr. Byrnes. You can give some more definite answers, 

Mr. Knoun. Concerning what ? 

Mr. Byrnes. The questions being asked you by the counsel. 

Mr. Knoun. I just answered the question. 

Mr. Byrnes. Now you are talking about the money that you car- 
ried with you, and the money orders that you sent out or the tele- 
vrams for money, and were you doing that during the period of this 
investigation / 

Mr. Kxoun. That is all possible, sir. and TP don’t recall LE did. and T 
mean, it may have been, and let us put it that way. And I don't re- 
call the exact time, for I have had business transactions many times. 

Mr. Byrnes. Were you carrying on business transactions at the 
same time you were doing this investigation ? 

Mr. Knoun. Oh, yes, purchasing of oil and other things, and res- 
tuurant business, and many things; yes. 

Mr. Byrnes. In other words, your investigating activities coin- 
cided with other activities ? 

Mr. Knonn. Yes, sir. IT didn’t abandon all of my activities, Mr. 
(Congressman. 

Mr. Byrnes. I was under the impression that you had, because I 
thought you said Mr. Freidus said, “I am taking you away from your 
work, and therefore I am going to pay you. 

Mr. Knont. I gave most of my time, but that didn’t mean that I 
wave up everything that I had. I did the best I could under the cir- 
cumstances, 

Mr. Byrnes. Well, as I understand it, you were working on this case 
for about 2 years. 

Mr. Kwon. I would say about 2 vears; yes, sir. 

Mr. Byrnes. During that 2-year period, about how much or what 
percentage of your working time was spent on the Freidus case, and 
what percentage on your own individual activities? 

Mr. Knont. I would say 75 percent of the time. 

Mr. Byrnes. About 25 percent was on your own personal time ¢ 

Mr. Knont. About 75 percent, and I gave whatever service I could 
for myself, the best way I could and I did most of the work for Jake, 
as L referred to Mr. Freidus. 

I didn’t try to be facetious, Mr. Congressman. 





INTERNAL REVENUE INVESTIGATION 1493 


Mr. ScuacHner. When was the first time that you met Mr. Caudle / 

Mr. Knont. The very first time I met Mr. Caudle is when I ap- 
peared with the attorneys for the defendants, in a conference with all 
or many of the officials, in which I had then brought part of the 
evidence or a substantial amount of the evidence to the Department of 
Justice, and which counsel for the defendants had me explain. 

Mr. Scuacuner. The evidence, that is what you explained, is that 
right ¢ 

Mr. Known. What is that ¢ 

Mr. Scuacuner. You explained the evidence ¢ 

Mr. Known. He said. "You better come along with me. There are 
many things that IT will have to ask you concerning these documents, 
and bill of ladings. and vouchers,” or whatever IT had. And TI said. 
“All right.” That was the very first time. 

Mr. Scnacuner. You are sure that that was the very first time at 
which vou met Mr. Caudle, is that right ¢ 

Mr. Kxeoun. To the best of my recollection, | would say that is 
definite, sir. 

Mr. Scnaciuner. Now, who appeared with you on behalf of the 
defendants, Aaron and Freidus ¢ 

Mr. Knonn. It may have been Mr. Nash and Mr. Caffey, or Mr. 
Caffey, and it might have been either one or both, I don’t recall, sir. 

Mr. Senacuner. And who represented the Department of Justice 

Mr. Knoun. Oh, they had—there was maybe 8 or 7, and they were 
all there. 

Mr. Scnacuner. Certainly Mr. Caudle was there / 

Mr. Known. Oh. he was; he was there. 

Mr. Scuacuner. Was Mr. Turner Smith there ¢ 

Mr. Knoun. Well, since vou last talked to me, T identified him, the 
short red-headed fellow, whoever he is: ves. sir. 

Mr. Scuacuner. And some other officials of the Department of 
Justice. 

Mr. Knonn, Yes, a number of them, and they all sat in on the 
conference. And they exhibited this, and I think someone had said, 
“Well. | think there is a pattern here.” And Mr. Caudle said, “Mr. 
Freidus.” he said, “this office has no prosecution complex. We wil! 
give you an opportunity, if vou can produce this evidence and others, 
we will turn it over to the agents for investigation, and if it is sub- 
stantiated, we will be glad to discuss the matter.” 

Mr. Scuacuner. And you then set out to do some further collecting 
of evidence, is that not right? 

Mr. Knont. I certainly did, sir. 

Mr. Scuacuner. And you devoted, as you said before. about 75 
percent of your time to doing just that, is that not right ? 

Mr. Knout. I would say most of the time; ves. 

Mr. Scuacuner. Now, sir, when did you see Mr. Caudle next ¢ 

Mr. Knont. If I recall correctly, Mr. Caffey said to me. “Would you 
care to go to a dinner tonight and be my guest ‘” And I said, “All 
right.” And that was to the American Bar dinner, at the May- 
flower Hotel. I was Mr. Caffey’s guest. And TIT went there, and | 
think Mr. Caudle and Mrs. Caudle and the President and all of the 
other members of the Cabinet and Senate were there, and I was setting 
at a table with Mr. Caffey, and I don’t remember who they were. And 
that was the second time I saw Mr. Caudle. 
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Mr. Scuacuner. Did there come a time when you discussed, with 
Mr. Caudle, airplane deals ¢ 

Mr. Kwon. Yes. Not then, sir. 

Mr. Scnacuner. Well, now, between the time when you first met 
Mr. Caudle, in the Department of Justice, and the time when an air- 
plane was first mentioned between you and Mr. Caudle, did you see Mr. 

Caudle frequently ¢ 

Mr. Knoun. Before I bought the plane, sir? 

Mr. Senacuyer. Yes; before the plane was first mentioned, did you 
see Mr. Caudle frequently ? 

Mr. Knout. No; I didn’t see him frequently then. 

Mr. Scnacuner. You mentioned one occasion at which you saw him 
at the public dinner. 

Mr. Kwonn. And then I was at the Waldorf. which was the Jeffer- 
son-Jackson day dinner. I remember seeing Mr. Caudle there, and 
he was at the dais, and I attended that dinner. And then I think I 
saw Mr. Caudle—and may I explain that airplane situation / 

Mr. Scuacuner. We will ask you about that in due course, Mr. 
Knohl, but in the interest of orderly presentation, would you first 
answer the question? That is, you saw him only infrequently ‘ 

Mr. Knoun. Yes. 

Mr. Scnacuner. But, by the way, in that period you were occa- 
sionally staying at Mr. Nathan’s hotel, in the Waldorf Astoria in New 
York ¢ 

Mr. Kwon. I may have, sir. 

Mr. Scuacuner. Were you ever asked to vacate that hotel room be- 
cause Mr. Caudle or Mrs. Caudle were expected next ¢ 

Mr. Knonn. No; I don’t know of any such arrangement, who asked 
me to vacate the room. 

Mr. Scuacuner. I merely asked you. 

Mr. Kron. I don’t know of any such thing. 

Mr. Scuacuner. Would you say that you do not remember, or 
would you say 

Mr. Kwon. I don’t know of any such thing, and I don’t know of 
any such thing. 

Mr. Scuacuner. There came a time when an airplane was first 
mentioned between you and Mr. Caudle ¢ 

Mr. Knonu. Yes. 

Ma. Scuacuner. Is that not right? 

Mr. Knoun. Yes, sir. 

Mr. Scnacuner. Now, can vou tell us where the first mention was 
made ? 

Mr. Kwnoun. Yes. T was going to the cocktail lounge of the May- 
flower, and Mr. Caudle went by, and he said to me, “How are you?” 
or he used the word “pardner,” or some southern brogue, or “How are 
you, pardner?” And he said “What are you doing here?” And he 
said to me, he asked me what I was doing here. And I told him I 
wanted to buy a pl: ine, and I was going to look at a Cessna or Bonanza, 
or something like that. And he said to me, “Say if you want to buy 
a plane, I have got a friend of mine by the name of Harry Payne, 
and he is in the coke business.” And I said, “What do you mean, the 
‘coke business’¢” And he said, “Coal and coke.” And he said, “He 
has two planes, and he is in need of money, and he says he would like 
to sell one.” 
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And I said. “I would like to see it.” ° 

And so, I think that went by, and I don’t know whether I got a 
telephone call from Mr. Payne, or I called Mr. Payne, but I went over 
to the airport where he kept his plane, in one of the hangars, and 
I looked at it. And it was a Beechcraft, a twin-engine Beechcraft, 
and I didn’t like the plane, and I said 1 wasn’t interested. 

Now, 1 dont know whether Mr. Payne called me back, or Mr. 
Caudle called me, and said to me, “What did vou do about that plane, 
and do you like it? He needs the money.” or tried to encourage me to 
buy it. anvhow, from Mr. Payne. And I said, “No, it is too small.” 
“But. however.’ I said. “if vou can ever do anything for me about a 
large) plane, I am interested.” And he said, "QO. K.”) That ended the 
thing. 

Mr. Scuactnrr. Now, you say you told Mr. Caudle that you were 
down here to buy a plane? 


Mr. KNonn. 1 said I was going to look at a plane. and “Tam going 
over tao look aton (‘essna or a Bonanza’ or ] doy t rel member vhint 
it was, 


Mr. SCHACHNER. Well. how, actually, you had thena 
which vou were going to look at: is that not right 4 

Mr. Knoun. Yes. 

Mr. Scnaciuner. And the business in which vou were then engaged, 
75 percent of vour time was the investigation in connection with tl 
Aaron and Freidus ease: is that not right / 

Mr. Kwon. Yes. 

Mr. Scnactner. Now, did vou have any hesitation mientior 
that to Mr. Caudle? 

Mr. KNOT. No. ] would hot, We took for eral tec] that if | Wiis 
to produce the evidence that L was supposed to obtain, and which 
Tadlid and may IT sav if we didn't give it to the Department of Jus 
tice, there would have been a possible acquittal there. because they 
tried to destroy all of the evidence we gave them: and thes vot frst 
hand information of what we had, and they acknowledged part of it, 
and the said part of it was all right and the pattern was established. 
And I think in any event, Mr. Caudle helped the prosecution, because 
in giving him this, they had their eves wide open. 

Mr. Scuacuner. To vet back to that plane, though. precisely for 
what purpose did vou require a plane ¢ 

Mr. Known. Well. the oil company requireds the plane, and we 
couldn't get into our oil fields, and there were no commercial planes 
io take us there, and we had might rides of 2 or 5 days, and changes, 
and 70 or 80 or 180 miles apart, and it became a necessity for me to 
havea plane in behalf of my company. 

Mr. SCHACTINER. Well, now, where were those oil fields of your 
COMLpAny ¢ 

Mr. Kwour. Through the State of Kansas. 

Mr. Scuactner. Spread all over, throughout the State / 

Mr. KNoun. In many parts, sir ves: in many parts. 

Mr. Scruacunerr. About how far apart ¢ 

Mr. Kwon. Well, maybe 150 or 200 miles from one place to an 
other, or SO miles to another field. or TO miles, and T just don’t know 
the mileage or the amount of space, but quite a distance. 

Mr. Scnacunxer. And it was necessary for you from time to time 
to Spe t these oil fields / 
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Mr. Knoni. Not only was it necessary, I was interested in getting 
a plane for my company because I had future vision in the oil busi- 
ness and going to many places concerning my business in oil, and I 
wanted a plane for the company; and it was my prerogative, and I 
wanted to buy one, and we still have it, and we still use it. 

Mr. Scuacuner. That is, the plane was necessary in part for the 
future vision which you had ¢ 

Mr. Knouw. For the future, and the present at that time. 

Mr. Scuacuner. You had not been engaged in the oil business very 
long at that time ? 

Mr. Knoun. Maybe not, sir, maybe 6 months. IT wouldn't know: I 
don't remember the dates. 

Mr. Scuacuner. And your personal views of the oil fields would 
not really have contributed very much, apart from satisfying your 
curiosity ¢ 

Mr. Kxoun. Very much so, sir; when you go out to buy produc- 
tion and you go out to these various fields in many places, and T have 
visited them, you will find that a plane is very necessary, and to me 
it Was a necessity. 

Mr. Scnacuner. Yes, but-——— 

Mr. Knonz. And most companies have planes. 

Mr. Senacuner. But you didn’t have much to contribute in the 
way of giving expert opinions on what was going on in the oil fields? 

Mr. Knoun. That is a matter of opinion, sir, whether T had an 
opinion or not. 

Mr. Scuacuner. Well, 1 am asking this as a question: Did you, 
after 6 months’ experience in the business, have an opinion / 

Mr. Kwon. 1 have always believed in doing the last thing first, 
wnd vou get done quicker, and I felt I became an expert, and T began 
to go into the oil business quite rapidly. 

Mr. Scuacuner. You did not buy this first plane that was 
mentioned ¢ 

Mr. Knout. No. You mean Mr. Payne's plane? No: I did not. 
That was a Beecheraft, and I didn’t buy. 

Mr. Scuacuner. Do you remember approximately at what time 
that was mentioned to you? 

Mr. Knoun. I don't remember, sir. 

Mr. Scnacuner. Well, without telling us about how you actually 
bought your plane. do you remember about how long before you 
bought a plane this first abortive attempt at buying a plane was? 

Mr. Kxout. When I first bought the plane ? 

Mr. Scracuner. No,sir. You ultimately bought a plane, did you 
not ¢ 

Mr. Known. Yes, sir. 

Mr. Scuacuner. Now, vou have testified to a conversation with Mr. 
Caudle, the upshot of which was that vou didn’t buy the plane that 
was then discussed: is that not right ¢ 

Mr. Kwnoun. That is correct. 

Mr. Scuacuner. Now, can you estimate for us how much before 
you actually bought the plane, this conversation with Mr. Caudle was / 

Mr. Knoun. T wouldn't know, and I don’t recall that, sir. 

Mr. Scuacuner. Well, I believe that vou mentioned before that it 
was several months before. 

Mr. Knoun. That may be. 
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Mr. Scunacunxer. During those several months, did you try to get 
a plane in some other way ‘ 

Mr. Knou. LT told you I stopped in St. Louis and looked at a plane, 
and I looked at a DC—3, or a Lockheed. And I may have, I think that 
I looked at a plane once in Florida, if T recall: I looked at a plane and 
they wanted too much money for it, and it was beautifully finished, 
and IT don’t reeall the exact thing. [looked at some planes, one or two, 
or something like that. 

Mr. Scuacuner. Did you take steps to notify dealers in airplanes 
that you were interested 

Mr. K Nout. No. LT did not. T didn’t even know how to LO about it. 
and T never did. and T never bought a plane in my life. 

Mr. Scnacuner. You did not notify any dealers 

Mr. Knot. LT said I did not, sir. 

Mr. Scuacuner. All right. now, you had a discussion with Mr. 
Caudle about the plane again, did you not ¢ 

Mr. Knour. Yes, T did. 

Mr. ScracuNxer. How did that discussion come about / 

Mr. Knonun. Tealled Mr. Caudle from Kansas, or Chicago, or wher- 
ever I was, and [ said to Mr. Caudle, “Tam still interested in a plane, 
and do you think you can do something for me?” And he said, “Mr. 
Payne and Mr. Stonnell, who are partners, are breaking up, and I 
think vou can buy a Lockheed Lodestar.” And Tsaid."Fine.  T would 
like to see it.” And Teame back and I looked at the plane. 

Mr. Scnacuner. Before you go any further, Mr. Knohl, we will 
ask vou about what vou did about that plane later on, but can you 
explain to us, perhaps, how it comes that instead of making your 
desire known to plane dealers, vou called an Assistant Attorney Gen- 
eral of the United States about planes ¢ 

Mr. Knoun. Well, that is very simple, sir, if you are referring 
because of he being the Attorney General and T having been interested 
inatax matter. It was at that time, if Tremember correctly, we had 
retained Mr. Margiotti as defense counsel, to go into the Southern 
District of New York to tr this case. and it was set down for trial, and 
I bought the plane in August. And we retained—and when T say 
“we retained.” Tam speaking for the defendants—Mr. Margiotti to 
defend these men in criminal proceedings in the southern district, 
I saw nothing wrong in finding out about a plane in which PT con- 
sidered a bargain, and paid 330,000, and they offered me S100,000 for it. 

Mr. Scuacuner. Mr. Knohl., I wasn’t trying to characterize what 
you tell us. 

Mr. Knour. Tdidn't say vou were. Tam just telling you the facts, 
sir. 
Mr. Semacuner. Tam only trying to find out how it comes about 
that you did not make your desires known to plane dealers, but instead, 
called an Assistant Attorney General of the United States, who I 
take it is not, ordinarily. at least, engaged in the plane business 

Mr. Knonv. Well, that is very simple: the mere fact that he talked 
to me about a plane, and the mere fact that I looked at a plane in 
which he told me about, and spoke to me about a plane concerning a 
very dear friend of his, by the name of Mr. Payne; and that was easy 
for me to call him, knowing he talked to me about it. and he was 
the only man I talked to about a plane at that time. 
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Mr. Scuacuner. You did not assume that he had anything further 
to do with this ease? 

Mr. Kronur. This thing had to go to trial, and that was definite, 
and we retained Mr. Margiotti and paid him a substantial fee and 
retainer for the purpose of defending these defendants, and it was 
nothing else that the Department of Justice could do, 

Mr. Scuacuner. Well, there has been some testimony here that 
the Department of Justice was still active in this case. 

Mr. Kwon. Are you discussing now the health question? Twill go 
into the health question now, if that is what vou mean, concerning 
Mr. Aaron: and if that is what you are referring to, IT would like to 
explain it. 

Mr. Byrnes. Why can’t you just answer the counsel's question / 

Mr. Kwoun. I will. I am sorry. 

Mr. Mancrorrt. Can I speak to mv client for a moment ? 

Mr. Byrnes. Certainly. 

(The witness conferred with his counsel.) 

Mr. Scracuner. Without going into the ramifications of the health 
question, vou do know, do vou not, that after the plane was bought- 
to be precise, about 2 weeks after—there was some discussion with the 
Department of Justice about the ability of Mr. Aaron to stand trial? 

Mr. Known. Well. LT knew there was some question of his physical 
status, in view of his heart condition for several vears, and I knew that. 

Mr. Senacuner. And vou knew, did you not, that that was being 
diseussed with the Department of Justice ‘ 

Mr. Kwon. I knew this, sir, that when the question of Aaron's 
physical condition was talked about, they said they would not leave a 
stone unturned, in view of the fact that thev thought the evidence that 
would be submitted, that eventually the case would be nolle prossed, 
if so substantiated—that they left everything alone, and one of the 
attorneys had submitted the past history and medical statements of 
Mr. Aaron concerning his heart condition, to the Department of 
Justice and to New York. And if that is what vou are referring to, 
that is correct. 

Mr. Scuacuner. Very good, 

Mr. Byrnes. You knew, then, at the time vou made your call to 
Mr. Caudle, did you not? 

Mr. Kwon. I ‘don't remember whether I knew that or not, ‘and 
I don’t know when that took place, sir, and T wouldn't em Sey poe I 
didn’t know that at all, and that was not the interested part, as far as I 
was concerned. IT detinitely knew that these defendants had to go 
to trial. 

Mr. Byrnes. You kept in contact with the people who were employ- 
ing vou, did you not, as to the status of the case? 

Mr. Kwoun. After this was over, and the evidence was submitted 
anc it was all finished, and T staved at my oflice in Washington, and I 
Was carrying on my business: and the attorneys. from there on, were 
acting. sir, and not me, and T did not appear any more to the De »part- 
ment of Justice, and IT think I was only there once or maybe twice, I 
don’t even think that. And from that time on, the attorneys handled 
the legality of the situation. 

Mr. Byrnes. When was the evidence all in, and when did you ter- 
minate working for these people. as far as that is concerned ? 
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Mr. Kwon. I was associated with them all of the time, in being an 
oflicer of the company. You mean when the evidence was completed 
and I was through with that? 

Mr. Byrnes. Yes. 

Mr. Knout. I think that that was about the time we retained Mr. 
Margiotti, when we knew we had to go to trial. 

Mr. Byrnes. At that time, vou knew that there was also this question 
of the health of one of the defendants ? 

Mr. Knoun. I knew the health question was there all of the time. 
but this man had a heart condition for 7 or 10 vears, which the medi- 
cal report, from the point of the health doctor of the court, stated 
that he would stand trial provided he had received the proper medica- 
tion and sufficient nitroglycerin; and he also stated that he had seen 
others who passed by and others whe didn't. And so, the healt! 
question was a matter of a condition that always existed, sir. 

Mr. Byrnes. When this last attorney was hired, you knew at that 
time that one thing that might be done in the case was to attempt to get 
the prosecution of Mr. Aaron dropped, did you net. by reason of 
health ¢ 

Mr. Knonun. We always had one thought in mind: that, first, our 
opinion was that we would substantiate what we were looking for; 
and in any event, Mr. Aaron, with his health condition, was a matter 
of deep concern, and we always thought that that would be con- 
sidered, sir. 

Mr. Byrnes. You knew that was going to be an element in this 
case f 

Mr. Knonw. There is no question about it, | knew that Mr. Aaron’s 
heart condition was a very important factor. 

Mr. Byrxes. And you knew all of the time that that matter was 
going to be submitted, and would continue to be submitted, to the 
Department of Justice / 

Mr. Knouw. I didn’t know how that was done, because Thad noth- 
ing to do with the health question, and the only thing I concerned 
myself was with the evidence. The medical question, and the many 
things concerning the Department of Justice or the courts, that was 
a legality that they were concerned with, sir. 

Mr. Byrnes. You knew they were going to present it to the De 
partment ¢ 

Mr. Kweoun. Oh, ves, I knew that they had a health question. 
Whether it was to the Department of Justice or whether it was to 
New York, or whatever it may have been, it was something that [ was 
not too familiar with, because [I didn’t go there, and they did that 
in their legal formalities. 

Mr. BYRNES. You knew that everything had not been completely 
straightened out with the Department / 

Mr. Kwon. T repeat again, sir, that I knew about the health status. 
without question. 

Mr. Byrnes. I am asking vou nothing about the health status. I 
understand that you knew that Mr. Aaron had a bad heart, and you 
had known that for a long time. The thing I am inquiring about 
is this: Did you know that the matter was going to be pressed as an 
item in the lawsuit and in the action that was pendingsand did vou 
know also—answer that question. You knew it was going to be a 
item in the lawsuit, did vou not, his health? 
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Mr. Knonu. Maybe at that particular time, sir, I may have not 
known what steps were to be taken, and I didn’t know the legal 
method, and I was not familiar with it at the time. But I do know 
that the question of his health was to be brought up in court, or 
wherever it had to be brought up, concerning his physical self, and 
as to when or what the procedure was, I was not familiar with it, sir. 

Mr. Byrnes. But vou knew it was going to be brought up seme 
place ¢ 

Mr. Knour. Without question, sir: ves. 

Mr. Byrnes. And you knew that those people representing the 
Government in the matter, would have something to say about it 4 

Mr. Knouv. I don’t know about that, and that T don't know, and 
1 don’t know which Department handled that. And T was con- 
fused, and court doctors were being appointed, and many other things, 
and I didn’t go inte the court. and T didn’t know what the procedure 
was then, and I didn’t know how. And all I knew was that steps were 
tuken in that direction, concerning his physical condition. 

Mr. Byrnes. All right, sir, at the time you called Mr. Caudle about 
this plane, you knew at that time that this health situation was going 
to be presented to somebody, did you not ¢ 

Mr. Knont. I wouldn't say I did at that time, and 1 wouldn’t know, 
sir, and I don’t remember the time: whether it was that time and if 
it is the correct date, I wouldn't know. 

Mr. Byrnes. You said all along you knew that this matter of health 
was an item in the case. You must have known it at that time. 

Mr. Kwour. Am IT given to understand, whether I knew that this 
matter at that particular time was being presented? Am I correct, 
sir? 

Mr. Byrnes. That it would be presented. 

Mr. Kwon. I said this: That T knew his health question would 
be discussed and we would bring it up, there is no question about that; 
ves, sir. 

Mr. Byrnes. I would like to just ask another question or proceed 
just 2 bit further, as to this eall to Mr. Caudle. Did vou call anybody 
else about that time. inquiring about where vou might get a plane? 

Mr. Knont. T may have, and T don't know, and T wouldn't know, 
sir. 

Mr. Byrnes. The only call that vou can remember is a call to Mr, 
Candle? 

Mr. Kwon. Tealled Mr. Caudle, ves, 1 did. 

Mr. Byrnes. But you cannot remember any other call to anybody? 

Mr. Knoun. Concerning the plane? 

Mr. Byrnes. Yes. 

Mr. Kwon. T wouldn't know. I may have, and I don’t know, and 
I was interested in buying a plane, and T may have called, and I 
don’t know. 

Mr. Kran. And you called Mr. Caudle all the way from Kansas to 
inquire about a plane and all you knew that he ever knew about a 
plane was the fact that in casual conversation he had teld you that a 
friend of his, Mr. Payne, had at one time had a plane; vou had no 
knowledge that he knew anything about airplanes more than that 
one friend at one time had a plane to sell? 

Mr. Knorn. Tam not sure, Mr. Congressman, it was not brought 
to my attention to the effeet that Mr. Payne and Mr. Stonnell had 
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some difficulties or were breaking up, I am not sure. I am not saying 
that was the case, but something prompts me to call on some basis 
that may have been brought to my attention or I talked to my office 
about it or Mr. Payne may have called, I don’t know, sir, but T called 
them and talked to them about the plane and I went back and J 
bought a plane in which Mr. Payne was associated with Mr. Stonnell. 

Mr. Kean. Do you think there was some reason why you called 
Mr. Caudle? Your story to me is impossible to believe. 

Mr. Kwon. I say it may be, Mr. Congressman. [Tam not sure. It 
happened a long time ago. All T know is that T called them, talked 
to them about it. Why it was brought to my attention’ It may have 
been that I called my office and they may have said to me, “Call Mr. 
Caudle.” “Call Mr. Payne.” I don’t remember that. But I did call 
Mr. Caudle and I did come back and I did buy the plane, and the 
defendants went to trial and I knew nothing about this commission 
or Whatever you talk about. 

Mr. Kran. You were traveling back and forth from Kansas to 
Washington, so that it was just a wild shot in the dark? You could 
have bought it right here in your office in Washington / 

Mr. Known. No. At that time IT called him long distance, sir. 
That I remember quite well. 

Mr. Kean. You could just as well have waited a day or two until 
you got back home ¢ 

Mr. Kwonn. That is what prompts me to concentrate in this diree- 
tion, that T may have called my office or my office called me in the gen- 
eral conduct of my business. I may have gotten word to the effect 
that I should call Mr. Caudle about the plane. Tam not sure, T don't 
recollect it. Ido recall calling him and discussing the plane, sir. 

Mr. Kean. Could Mr. Caudle have called your ofFce 4 

Mr. Kwon. It may have been, sir. IT don’t know. It may he. 1] 
couldn't tell. This is a long time ago I called him. 

Mr. Scuacuner. As a matter of fact. Mr. Knohl. while vou were 
out there in Kansas vou knew of a plane desler much nearer than 
Washineton, vou knew one in St. Louis? 

Mr. Knoun. Are you referring to the plane [looked at. that T told 
you. while I stopped in St. Louis? 

Mr. Scuacuner. Could vou please just answer my question’ You 
knew there was a plane dealer there in St. Louis, did you not / 

Mr. Kwon. T stopped in St. Louis and walked over to a hangar in 
which there were planes. I looked into the planes. T made some in- 
quiries. IT think they asked $80,000 or 890,000, T wasn't interested. 
That is all T did in St. Louis concerning a plane. 

Mr. Scnacuner. But vou know there was a dealer there? 

Mr. Knoun. I don’t know who he was. All T knew is that it was a 
hangar with planes and IT wasn’t interested. Twas waiting there. I 
Was in St. Louis for some reason. I walked over and made some in- 
quiries, “How much is this?” “How big is that?” “How mueh gas 
does it use?” Whatever it is. and that was the situation concerning the 
airplane in St. Louis, sir. 

Mr. ScHacuner. At any rate, when it actually eame to buying an 
airplane, vou called Mr. Caudle and Mr. Caudle suggested to you that 
Stonnell and Payne were breaking up and the plane neght be avail 
able there / 
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Mr. Knoun. That may have been, | am not sure. Tsay 1 called Mr. 
Caudle, and what prompted me to call him may have been a call or 
information that my office received or something along those lines. 
When I communicated with Mr. Caudle, he said, *L have a plane that 
you can buy. The fellow needs the money and he wants to sell it 
badly.” He said, “If you want to buy it, get down here and you can 
buy it.” 

I came into Washington, I went over there, I looked at the plane. 
I said, “How much do you want for it?” He said, "850,000." I 
bought the plane. That is all I did. The first time I knew about a 
commission is when my master pilot called me, and he said—— 

Mr. Scmacuner. Just a moment, Mr. Knohl. You are a little too 
fast for us. 

Mr. Kxnonn. [am sorry, sir. 

Mr. Scuacuner. You remember Mr. Caudle saying that the fellow 
needed the money ¢ 

Mr. Knoun. Yes. hedid. In fact, the fellow that sold the plane told 
me: he said, “If I didn’t need the money, IT wouldn’t sell the plane.” 

Mr. Scuacuner. He said he was badly in need of money ‘ 

Mr. Kwon. Yes. He said he was losing money on the plane or he 
was having some trouble. He said he needed the money badly. I 
said. "O.K., vou have a deal; E will buy the plane.” 

Mr. Scuacuner. Was that your only contact with Mr. Caudle about 
this plane ¢ 

Mr. Kwon. That was all. [may have talked to him after that. I 
think he later on called me and said to me, “How is your plane? Do 
you want to sell it?” 

Mr. Scuacuner. At the time you bought your plane was that vour 
only contact with Mr. Caudle? 

Mr. Knoun. Concerning the plane, sir? 

Mr. Scnacuner. Yes. 

Mr. Knonn. I would say “Yes.” 

Mr. Scuacuner. At one time you called him and he suggested that 
Payne and Stonnell were breaking up; is that right ? 

Mr. Kweoun. I think that may have been the conversation: Lam not 
sure, There was something between them that just didn’t work out, 
if Treeall. IT don’t know what it was. Payne invested money, or he 
wanted his money out, or there was something about two motors I 
remember he bought. Idon’t remember what it was. ‘There was some 
discussion concerning the plane with Payne and Stonnell, or Stonnell 
and Payne. I never saw Stonnell in my life before that. 

Mr. Scuacuner. The record before this committee shows that on 
September 19, 1950, Mr. Caudle received a commission check or cashed 
a commission check for 5,000 on this plane deal. You know that 
now—that he did receive the $5,000 commission ¢ 

Mr. Knoun. T know that now: yes, sir. 

Mr. Scuacuner. And I believe you tried to tell us before that vou 
did not know so at the time you bought the plane; is that not right? 

Mr. Knour. Would vou mind repeating that, sir? 

Mr. Scuacuner. You said before, did you not, that vou did not 
know that Mr. Candle was going to get a commission of 35,000? 

Mr. Kwon... 1 definitely had no such knowledge at the time and I 
explained that to vou the last time. 
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Mr. Scnacuner. Now when did you first find out that such a 
commission was paid ¢ 

Mr. Knoun. Colonel Forney, my master pilot, called me and said, 
“You know, Tam having a little trouble with Mr. Stonnell on your 
radio eqy iipme nt.” LT said, "What do vou mean. trouble?” He said. 

“He is going to give vou a cheaper set for a second set.” We were 
using the pli me with one set. LT said, “Why won't he give you the 
second set?” LT said. “What is wrong?” He said. “You know, Mr. 
Stonnell didn't “€ out so good in this deal.” T said, “What do vou 
mean?” He said, "Do you know he paid a $5,000 commission?” I 
said. Po whom ” He said. Po Mr. Candle.” IT said. “1 don’t believe 
it.” He said. “Well. he did: he told me so.” So T said. “Well, O. K.” 

When T hung up | picked up the telephone and [called Mr. Caudle. 
I said, “Mr. Caudle, there are rumors to the effect that vou received 
2 S000 © on ssion. Is there any truth in that?” He said, “Let me 
expla! hn this to vou. * Tsaid. "Yes." and if IT remember correctly, that 
was after the trial, that was after the sentence. because we had one 
set during the trial in my plane which my pilots were flying, and we 
still didn’t get the second set straightened out. He said, “Let me 
tell vou about that.” He said, “You know, after you bought the 
plane I had a little cocktail party at my house and Mr. and Mrs. 
Stonnell came to my home for a cocktail and he came in to me and he 
handed me a check for 85.000, and L said, ‘What is that for?? He 
says, ‘You know, | needed the money and you did a wonderful thing 
forme. Here is the commission.” ” 

He said. “You know what L did? LT told him T couldn't take it ww 
less IT go tothe Attorney General.” He said. "T went to the Attorney 
(ieneral and it was all right.” 

That was the end as far as IT was concerned and what I knew about 
the 85.000 commission at that time. 

Mr. Scnacuner. Mr. Knoll, did vou turn to Mr. Caudle and ask 
him how he could take the 85.000 from a friend of his who was 
desperately in need of money, so much in need of money that he was 
selling the plane at a loss just to raise the money ‘ Did you confront 
him with that ¢ 

Mr. Kwonn. No: and I don’t suppose vou would have done that 
either. Thad my opinion and that was all. [| was not going to ques- 
tion why he took it, how much, and why did he take it, and all this. 
I heard an ugly rumor when my pilot told it to me and T ealled him. 
| thought it was the right thing to do. He told me he took it with 
the consent of the Attorney General, and 1 knew nothing about. it. 
Why should I tell him, “Did you do wrong?” or “Did you do right ¢” 
That was no concern of mine. 

Mr. Byrxes. Why did vou get concerned in the first place? 

Mr. Knoun. Twasamazed. I didn’t think he would do it. I didn't 
know anything about it. First of all, his reputation was good and 
I did not think it was right, I couldn't believe it. The Way he told 
me | thought he got $5,000 in some form of currency or something, 
that he received money that was not right. I called the man as a 
friend, I said, “Mr. Caudle, T heard rumors to the effect that you got 
$5,000. Is there any truth inthat?” He explained it, and that satis 
fied me: that was the only reason. 

Mr. Byrnes. But there was a question in your mind when vou heard 
about it ? 
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Mr. Knont. | felt very much upset. I didn’t believe it. That was 
the reason why I called him. I told that to my pilot. I said I didn't 
believe it. I said, “This man is fooling you. don’t believe he got 
$5,000." That is one of the reasons I called him. 

Mr. Scnacuner. Mr. Knohl, at the time you had this discussion 
with Mr. Caudle, did you know anything about Mr. Caudle’s activities 
in connection with the health question of Mr. Aaron ¢ 

Mr. Knonn. No, I don’t know what—what do you mean / 

Mr. Scuacuner. This committee has received testimony that ap- 
proximately 2 weeks after the check was cashed by Mr. Caudle, Mr. 
Caudle or some person in the Department of Justice in some way con- 
sidered the health question as it pertained to Mr. Aaron. Did you 
know anything about that at the time you discussed the commission 
with Mr. Caudle ¢ 

Mr. Kyou. That was the furtherest from my mind. I didn't 
know what the procedure was. I didn’t know how they were doing 
it, sir. I didn’t go there. I didn’t know the legality of it. 1 didn’t 
know anything about how, who or what branch. I understood it was 
the Health Department. I understood it was not the Department of 
Justice. I didn't know the legality. I didn’t know who was sup- 
posed to do it or how, and that was the furtherest from my mind. 

Mr. Scuacuner. At any rate, shortly after you bought that plane 
the Aaron and Friedus trial started, about a month or two later: is 
that not right? 

Mr. Knonv. I bought the plane, according to the records in my 
office, in the middle of August, I think, and I think we went to trial in 
October, sir. 

Mr. Scuacuner. On October 9. 

Mr. Knont. On October 9. 1 think the defendants went to trial 
on October 9. 

Mr. Scuacuner. You had occasion to use that plane, did you not, 
in connection with your investigation of the Aaron-Friedus case / 

Mr. Known. Only what I explained to you, that during the trial, 
they had set the thing down for trial, and we had to get some wit 
nesses in from Pittsburgh and Detroit. We had to get them there in a 
hurry. It was a necessity. I had sent my company plane out to 
bring these witnesses in and take some back. 

Mr. Scuacuner. The plane was used for getting witnesses in the 
Aaron-Friedus case back and forth ? 

Mr. Knout. I just said I brought these witnesses in during the 
trial; yes. 

Mr. ScunacuNer. During the trial were you in the city of New 
York? 

Mr. Knonu. Yes, I wae. 

Mr. Scuacuner. As part of your duties in connection with this 
Aaron-Friedus matter, via you also rent suites at the Hotel Statler 
for the witnesses ? 

Mr. Knont. I did, several of them, sir. 

Mr. Scuacuner. How many suites did you rent ? 

Mr. Kwon. I used the word “several.” I don’t know, sir. There 
was quite a number. We had rooms for the attorneys and rooms for 
Mr. Friedus, Mr. Aaron, and myself and witnesses. Whatever rooms 
we ee we had several suites there, and Mr. Rasch and Mr. Caf- 
fey, whoever was there associated or affiliated with the case. We had 
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a conference room, and Mr. Gurien and Margiotti, whatever was re- 
quired concerning this case. 

Mr. Scuacuner. Now, sir, these suites were hired or rented for the 
purpose of the Aaron-Friedus trial, were they not / 

Mr. Knont. That is correct, sir. 

Mr. Scuacuner. Now I believe that the New York newspapers 
carried accounts that actually you were also entertaining at luncheon 
the leaders of the Democratic Party of the County of New York. Is 
there anything to that ¢ , 

Mr. Knoun. As I explained to you in your subhearing room and 
as To will explain it, Mr. Bernard M. Rasch, the former chairman, 
Democratic chairman, at Long Beach, who is interested in New York 
polities, was associated with my case, that is Mr. Friedus’ case, and 
stayed at the hotel with us. That was during the Pecora and Impel 
litteri campaign. Tle was vitally interested. He came up to me and 
said they were having a meeting of some kind in which they wanted 
to pay tribute to their leader, Carmine De Sapio, to show faith and 
confidence in his performance, although his candidate was defeated. 

They couldn't obtain rooms or places, so Burnie said “Larry, could 
I use one of your suites?” L said. “Sure.” which he did. It got so 
crowded and so many leaders and district captains and committeemen 
and everybody started to come—this was after the trial, this was after 
the conviction of these defendants he began to use the suite. I said, 
“It istoomuch here. Please try to get it elsewhere.” They called the 
New Yorker, they called the hotels for space. They couldn't get it. 
So I called the captain of the Statler, T said, “People want to have a 
room or a small banquet room of some kind for some people to come 
down,” and Tarranged it for him. ‘They served some coffee, whatever 
itwas. They all went down there. And then the newspapers carried 
a tremendous story that T made a S500,000 contribution, and that was 
the story, and they did an injustice to the defendants by revoking 
their bail and remanding them while the Honorable Judge Frank of 
the circuit court of appeals rendered them bail on a certificate of some 
kind. They revoked bail and remanded them only because of that 
$500,000 statement, which was fantastic or untrue. 

Mr. Scuacuner. You are referring to the action of the Court of 
Appeals for the Second Circuit ¢ 

Mr. Knont. That is what I am referring to, sir. 

Mr. Scuacuner. You really had nothing to go by, that they were 
influenced by that story ‘ 

Mr. Knoun. While I cast no reflection upon the Honorable Judge 
Frank of the court, you must take for granted without question that 
when pages of newspapers and political opponents put in that I had 
offered or gave $500,000, after these two defendants were tried and 
convicted, and they were out on bail, and all this kind of business, the 
Honorable Judge Frank had no alternative, and I don’t blame him, 
He immediately revoked the bail of these defendants and they were 
remanded. And they have been very severely punished. Only as 
late as yesterday I read in the New York Times or the day before that 
these defendants, who received 4 years and 2 years, who have never 
been in trouble in their lives, have received 4 years and 2 vears, that 
a motion for a reduction was made and the Honorable Judge Samuel 
Kaufman rejected it and I take it for granted because of this great 
scandal which is most unfair concerning these defendants. 
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Mr. Scuacuner. You do not consider it possible that the judges 
may reach their opinions on the basis of the facts rather than on the 
basis of newspaper reports ¢ 

Mr. Knoun. Everything is possible, but I say my opinion is it had 
a lot todo with it. That is my opinion, sir. 

Mr, Scuacuner. You say you arranged this meeting or the space 
for the meeting after the trial was over / 

Mr. Knont. That is correct. 

Mr. Scracuner. Doesn't the fact that vou still had the suites for 
the witnesses and the attorneys refresh your recollection that it 
was— 

Mr. Kxnourn. No: I don't think so. If I remember correctly, sir, 
these defendants were already incarcerated, remanded. If L remember 
correctly, that is the best of my recollection, [ think that is correct. 

Mr. Scuacuner. Did you pay the bill for that meeting ? 

Mr. Knonun. No. I told you that the other day, that I refused to 
pay it. They are supposed to pay it. They charged me for it and 
I wouldn't pay it and T didn’t pay it. I intend and expect those who 
were interested, and I hold Mr. Rasch responsible for it, and I told 
him he would have to pay it, I did not pay it. 

Mr. Scuacuner. Let us return for a minute to the Rean Oil Co. 
Did you use your own money to acquire that property ? 

Mr. KnNoun. May I discuss this with my attorney ¢ 

Mr. Scuacuner. Yes. 

Mr. Kwon. Will you read the question, please ? 

Mr. ScuacuNner. Mr. Reporter, could you please read the ques- 
tion ¢ 

(The pending question was read. ) 

Mr. Knouw. | used some of my own, some of Mr. Freidus’, and my 
associates’. 

Mr. Scuacuner. That is, Mr. Freidus put up some of the money ‘ 

Mr. Knout. He loaned me some money: yes. 

Mr. Scuacuner. He did? 

Mr. Knoun. Sure. 

Mr. Scuacuner. And did Aaron, too? 

Mr. Kxout. Not Mr. Aaron. My business and dealings were al- 
ways with Mr. Freidus much more than with anybody else. 

Mr. Scuacuner. Am I correct in assuming, sir, that a substantial 
amount of the money came from Mr. Friedus ¢ 

Mr. Knonv. I would say that some money, yes; quite a substantial 
amount, ves, 

Mr. Scuacuner. That was the company that bought the airplane, 
Was It not ¢ 

Mr. Kyou. The Rean Oil Co.; yes. 

Mr. Seuacuner. The money. 

Mr. Knont. You mean the money that I borrowed from Aaron 
Machinery Co. ¢ 

Mr. Scuacuner. No. My question is this: You have testified that 
it was a substantial amount of money-—— 

Mr. Knonn, Which [ borrowed from the Aaron Machinery Co. 

Mr. Scuacuner. Let us go back. A substantial amount of money 
which you used to purchase the Rean Oil Co. came from Freidus? ~ 

Mr. Knout. I borrowed money, if that is what you mean, I bor- 
rowed money from Mr. Freidus, a substantial amount, not only in my 
oil company, in other ventures. 
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Mr. ScuacuNer. That is perfectly true, buat vou borrowed it for 
that oil company ¢ 

Mr. Knouw. Yes: | borrowed it from Mr. Freidus for that busi- 
hess. 

Mr. Scuacuner. Was that oil company the Rean Oil Co.? 

Mr. Knoun. Yes. 

Mr. Scuacuner, That was the company that bought the air- 
plane ¢ 

Mr. Knoun. Yes. 

Mr. Scuacuner. | have no further questions, Mr, Chairman. 

Chairman Kine. Mr. Keogh will inquire, Mr. Knohl. 

Mr. Kerocu. Have you ever lived in or near Centerport, Long 
Island? 

Mr. Knonn. I did. sir. 

Mr. Krocu. When / 

Mr. Knoun. That was about 1935 or 1936. 

Mr. Keogu. How long did you live there / 

Mr. Knour. | don't hear you. 

Mr. Kroait. How long did Vou live there ¢ 

Mr. Kwon, | lived there 4 or 5 vears, I think about 4 or 5 years. 

Chairman Kine. You may be excused, Mr. Knolil. 

The committee will recess until 2 o'clock this afternoon. 

(Thereupon, at 1 p.m., a recess was taken until 2 p.m.) 


AFTERNOON SESSION 


(The hearing was resumed at 2:55 p. m.. upon the expiration of 
the recess. ) 

Chairman King. Mr. Edlin¢? Mr. Kenneth Edlin. please. 

Would you come forward, Mr. Edliné Will you raise your hand 
and be sworn / 

Do you solemnly swear that the testimony you W il] give W ill be the 
truth, the whole truth, and nothing but the truth, so help you God? 

Mr. Envir. I do. 

Chairman Kine. Will you sit down? Identify yourself properly 
for the record, Mr. Edlin. 


TESTIMONY OF J. KENNETH EDLIN, CHICAGO, ILL., ACCOMPANIED 
BY HIS COUNSEL, EDWARD F. DALY, WASHINGTON, D. C. 


Mr. Evurx. My name is J. Kenneth Edlin. This is Mr. Edward F. 
Daly, attorney, Washington. 
Mr. Scuacuner. Mr, Edlin, would you please spell your name ‘ 
Mr. Epi. J. Kenneth, K-e-n-n-e-t-h E-d-]-i-n. 
Mr. Scuacuner. Where do you live, Mr. Edlin ¢ 
Mr. Epix. 6200 North Kenmore. Do you want me to spell that, 
too? 
Mr. Scuacuner. Please. 
Mr. Evin. K-e-n-m-o-r-e Street, Chicago, Ll. 
Mr. Scuacuner. What business are you engaged in, sir? 
Mr. Evin. Real estate and finance. 
Mr. Scuacurer. Sir, do you know one Mr. Teitelbaum / 
Mr. Epury. I do. 
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Mr. Scuacuner. And how long have you known him ? 

Mr. Evin. In excess of 20 years. 

Mr. Scuacuner. Where do you make your offices ¢ 

Mr. Evoun. 20 East Jackson Boulevard, Chicago. 

Mr. Senacuner. Is that the building owned by Mr. Teitelbaum / 

Mr. Eouix. Do you mean does he have an interest in it? Or does 
he own it 4 

Mr. ScracuNner. Well, does he have an interest in it / 

Mr. Eouin. He has an interest in the building. 

Mr. Scuacuner. Did there come a time, Mr, Edlin, when you met 
Mr. Teitelbaum in Miami, Fla. ?¢ 

Mr. Evurn. Yes, sir. 

Mr. Scuacuner. Did you meet him there in the fall of the year 
L9d0 4 

Mr. Eouin. I think it was. 

Mr. ScuacuNer. Approximately in November 1950? 

Mr. Eouin. It may have been. I am not certain of the month or 
the date, but [think that’s reasonably correct 

Mr. Scuacuner. Now, are you acquainted with one, Mr. Frank 
Nathan ¢ 

Mr. Epury. I am. 

Mr. Scuacuner. How long have you known him ¢ 

Mr. Epix. Fora very short time. I would say, including the pres- 
ent time, not to exceed maybe a year and a few months. 

Mr. Scuacuner. Who introduced you to Mr. Nathan ? 

Mr. Eouin. Mr. Allen Freeman, Chicago. 

Mr. Senacuner. And did you see Mr. Nathan during November 
1950, in Miami ¢ 

Mr. Evin. I did, sir. 

Mr. Scuacuner. Did there come a time when you took a walk 
with Mr. Nathan and on that walk met Mr. Teitelbaum / 

Mr. Epuin. I did, sir. 

Mr. Scuacuner. And did you then introduce Mr. Nathan to Mr. 
Teitelbaum ¢ 

Mr. Epury. I did. 

Mr. Scuacuner. Did you say anything to Mr. Nathan about who 
Mr. Teitelbaum was ? 

Mr. Epi. I think I did. It was a very quick meeting. It was an 
accidental meeting on the street. I did not know that Mr. Teitelbaum 
was in Miami. He said earlier that he was going to stop at the Sax- 
ony. I called the Saxony, and he wasn’t registered. I took it for 
granted he wasn’t there, and was quite surprised when IT met him on 
the street that evening. 

Mr. Scnacuner. Did you, either then or that same evening, or 
approximately at the same time, tell Mr. Nathan that Mr. Teitelbaum 
was a Chicago millionaire, or words to that effect / 

Mr. Epturx. I may have. I think that Mr. Nathan asked me who 
he was, and I said, a young man that I had seen progress. 

When I first started out knowing him, he was a law clerk, and now 
he represented an association that paid him approximately $125,000 
a year. Sort of built him up; I always tried to. 

“Mr. Scuacuner. Did you say in words or in substance that Mr. 
‘Teitelbaum was a millionaire? Did you mention, for instanee-— 

Mr. Epis. I don’t think so. I rarely use that word. 
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Mr. Senacuner. Well, did you mention that Mr. Teitelbaum 
owned a Chicago skyscraper ¢ 

Mr. Epuin. | told him that he was active in real estate. That was 
the purpose of my being in Miami at the time, sir. And I mentioned 
to him that Mr. Teitelbaum did own some property, office buildings. 
in Chicago. 

Mr. Scuacuner. Did vou tell him, sir, that Mr. Teitelbaum was 
experiencing some trouble about his taxes? 

Mr. Evian. No, sir. 

Chairman Kine. Pardon me, Mr. Counsel. Are the photographers 
disturbing you, Mr. Edlin ? 

Mr. Evurn. It blinded me fora moment. [t is all right. 

Chairman Kine. It will be all right ¢ 

Mr. Epix. Sure. 

Mr. Scuacuner. You did not, on that occasion, tell Mr. Nathan 
that Mr. Teitelbaum was experiencing tax difficulties, did you / 

Mr. Epuirn. I did not. 

Mr. Scnacuner. And did you see Mr. Teitelbaum in Mr. Nathan's 
company a day or two later? 

Mr. Evin. I think you ought to rephrase the question. 

Mr. Teitelbaum called on me at Mr. Nathan’s home. I had given 
him the address where I was staying. That was the first time I had 
been to Mr. Nathan’s home, and he invited me there as a house guest, 
although I knew very little about him. But we were talking about 
real estate, and I asked Mr. Teitelbaum to pick me up there, because 
we usually visit when we meet each other out of the city. And I intro 
duced Mr. Nathan to Mr. Teitelbaum. It was a very brief visit, be 
cause we went out fora walk. And Mr. Teitelbaum wanted to disetuss 
some matters with me, personal matters, and we left. 

Mr. Scuacuner. Now, was the subject of taxes mentioned at all, 
either on that day or a day or two later / 

Mr. Epix. Not to my recollection. 

Mr. Scuacuner. But, could you say definitely now that it was not / 

Mr. Epix. I may have in a casual way. Tam under oath. 

To the best of my recollection, I did not. 

Mr. Scuacuner. Did you ever hear Mr. Nathan offer his help to 
Mr. Teitelbaum in straightening out tax difficulties / 

Mr. Epuain. No, sir, not at that meeting or any meeting, until T read 
about it in—well, I am ahead of myself. 

I did know about it at a later date when Mr. Teitelbaum came to 
me. 

Mr. Scuacuner. If you will just answer this question, sir; you 
didn’t at that time hear him offer his help? I am talking about Mr. 
Nathan saying something in your hearing. 

Mr. Epirn. Not to my recollection. 

Mr. Scuacuner. You don’t remember whether or not that hap- 
pened ? 

Mr. Epi. I do not. 

Mr. Scnacuner. Did there come a time at which Mr. Teitelbaum 
mentioned to you something about Mr. Nathan and taxes / 

Mr. Epurn. Yes, sir. 

Mr. Scuacuner. And was that approximately in the middle of 
July 1951? 

Mr. Epurn. Yes, sir. 
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Mr. Scuacuner. And without describing the whole conversation, 
ean you tell us whether or not Mr. Teitelbaum then said to you in 
effect that Mr. Nathan was trying to get a large amount of money 
from him for helping him straighten out certain tax difficulties / 

Can you answer that “Yes” or “No”? 

Mr. Epi. Yes, sir. 

Mr. Scnacuner. He did so say? 

Mr. Epurx. He did. 

Mr. Scuaciuner. And did you then place a telephone call to Mr. 
Nathan ¢ 

Mr. Evury. I did. 

Mr. Scuacuner. And did you state to Mr. Nathan in substance 
what Mr. Teitelbaum had said to you ? 

Mr. Eoury. I did. 

Mr. Scuacuner. And what did Mr. Nathan reply ? 

Mr. Epur. He said that there was no foundation to the allegations 
made by Mr. Teitelbaum. Mr. Teitelbaum heard it because his ear 
was next to the telephone. And I insisted that he listen. IT was very 
much embarrassed that such an incident would take place between 
two people, where I had introduced each other, although accidentally. 

Mr. Scuacuner. Mr. Edlin, did Mr. Nathan not say that it was 
not he, Nathan, who was trying to get that money, but that it was one 
Naster? 

Mr. Epury. That is correct, sir. 

Mr. Scracuner. Mr. Nathan at that time said it was Naster who 
was trying to get something? Is that right ? 

Mr. Epis. I am not certain as to the language, whether he say 
it may be Naster. I know he was very much incensed at him, and 
he mentioned he had had an interest and was going to divorce him- 
self from any relations that he had with Mr. Naster. I remember 
that very well. He was very much incensed. 

Mr. Scmacuner. But do you seem to recall something that Mr. 
Nathan said, that it was not he, Nathan, but Mr. Naster, who had some 
connection with this? 

Mr. Epi. Yes, sir. 

Mr. ScuacuNner. You recall that? 

Mr. Epurn. Yes, sir. 

Mr. Senacuner. Now, Mr. Edlin, you were convicted in the past of 
of a violation of the Securities and Exchange Act, were you not ? 

Mr. Dany. I object. 

Mr. Epurn. Yes, sir. 

Mr. Scuacuner. Those are all the questions T have, Mr. Chairman. 

Mr. Dany. Mr. Chairman, may I for the purpose of the record enter 
that objection? 

Chairman Kine. Yes. Identify yourself, please. 

Mr. Davy. Edward Daly. 

Chairman Kine. And you are counsel? 

Mr. Dary. Counsel for Mr. Edlin. 

I want to object to that question, on the grounds that it does not 
come within the purview of the preamble of the resolution which 
established this committee, and is therefore a violation of my client's 
constitutional rights. 

Mr. Scracuner. Mr. Daly, you understand, of course, that in pre- 
senting evidence of witnesses before the committee, we ask the com- 
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mittee to take that evidence and to evaluate it. And so does the 
general public. In that connection, [ am sure that as a lawyer you 
will agree with us that we cannot very well withhold either from the 
committee or from the public data which bear on the credibility of a 
witness who is heard by the committee. . 

L hope that you understand that and do not misconstrue the purpose 
of the question asked. 

Mr. Dany. If this question is to bear on the question of the eredi- 
bility of the witness, that it is a proper question: but otherwise it 
would be an invasion of his constitutional rights. But if the witness's 
credibility is being questioned, why do you have him here for a 
witness / 

Mr. Byrnes. Well, I think that ought to answer itself. His name 
was mentioned in the Cestimony the other day ius being Ih connector 
with other individuals who have testified. [T don’t think there is any 
question why he is here, is there / 

Mr. Davy. No further argument, Congressman. 

Chairman Kine. Very well. 

Are there any further questions / 

If not, vou may be excused. . 

Mr. Epix. Thank you, gentlemen. 

Chairman Kine. And you will stand by, please. 

The committee will now adjourn until 10:30 a. m. tomorrow 
morning, 

(Whereupon, at 5 p. m., Thursday, December 6, 1951, the hearing 
was recessed, to reconvene at 10:50 a. m., Friday, December 7, 1951.) 
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FRIDAY, DECEMBER 7, 1951 


House or Rerresenvratives, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws or rir Comnirrer oN Ways anp Means. 
Washington, B.C. 

The subcommittee met at 11 a.m. pursuant to recess, in the main 
hearing room of the Committee on Way and Means, New House Office 
Building, Hlon. Ceeil Ro. King (chairman of the subcommittee) 
presiding. 

Present : Representatives King, O’Brien, Kean, and Byrnes. 

Present also: Representatives Woodruff and Simpson. 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee; Charles S. Lyon, assistant counsel: Donald Schapiro, 
assistant Counsel: John EF. Tobin, assistant counsel: James Q. Riordan: 
Walter Hoffman: and Charles W. Davis, clerk, Conunittee on Ways 
and Means. 

Chairman King. The subcommittee will come to order. 

Mr. Oliphant. in his public letter of resignation, requested an op 
portunity to be heard by this committee and said he was re acdly to come 
before the committee. On the morning of the day of his resignation, 
he had been invited to appear hefore the committee in closed session. 
He failed to appear that morning without explanation or prior notice, 
He did, however, upon further request of the committee, appear in 
closed session that afternoon. 

In response to the demand to be heard made in his letter of resigna- 
tion, the committee invited Mr. Oliphant to appear this morning at 
10:30. Mr. Oliphant had also written and had delivered to me at 
6.30 last evening a letter demanding the right toa public appearance. 

This morning, however, counsel retained by hin: has informed the 
committee that Mr. Oliphant does not wish to appear today. and. in 
deed, wishes to defer any appearance for at least several days. 

The committee, after consultation with Mr. Oliphant’s counsel, las 
acceded to this request. In view of Mr. Oliphant’s public demands 
to be heard. however, I wish it to be entirely clear that the delay in his 
appearance is at his request. 

Mr. O'Brien, do vou w ish to make a statement / 

Mr. O'Brien. Yes, Mr. Chairman. 

Mr. Chairman. at this time I want to express publicly my dis 
pleasure with the subcommittee hearings last Tuesday. December 4. 
On that date Teitelbaum was called before the subcommittee and was 
sworn. He gave his name and occupation and told about his meet 
ine with Frank Nathan and Naster, and was told that if he paid them 
$175,000 and $325,000 in a short time. they could fix his income-tax 


| a Ba 





L514 INTERNAL REVENUE INVESTIGATION 


ease. "Teitelbaum said he refused to have anything to do with them. 
Here, he asserted, were two men who told him they were close to the 
Bureau of Internal Revenue who were asking him for $500,000 when 
as a matter of fact he only owed the Government $200,000. Tle was 
sworn and said Nathan teld him there was a clique in Washington, 
naming Schoeneman, Jess Larson, and others whom he (Nathan) 
could “reach.” 

I have been on this subcommittee since it was organized and I can 
say all the members have worked hard and tried to do the job set out 
for them to do. 1 attended all of the meetings of the subcommittee 
and [never heard one word of complaint about George Schoeneman 
ever doing anything improper. Here is a man who spent 40 vears 
of his life in Government service, finishing as Commissioner of 
Internal Revenue, who resigned because he lost his wife and because 
his health was poor, only to have this man Teitelbaum testify some- 
one else of shady reputation had said he was “in with the clique.” 
But the only one who told him this was Nathan or Naster and that 
was hearsay evidence and not supported by other proof, but he makes 
a charge that ruins his reputation. 

I charge this was a great error to allow Teitelbaum to come before 
our subcommittee and testify without having evidence to support his 
claim, and T can say [ never heard what Teitelbaum was going to say 
hefore he appeared. If Thad, I can assure you T would certainly have 
objected to same. 

Chairman Kine. Does that complete your statement, Mr. O’Brien? 

Mr. O'Brien. Yes. 

Chairman Kine. The committee will now recess until 1:15 this 
afternoon. 

(Thereupon, at 11:45 a. m., a recess was taken until 1:15 p.m.) 


AFTERNOON SESSION 


(The subcommittee reconvened at 1:45 p.m., pursuant to recess. ) 

Chairman Kine. The subcommittee will be in order. 

It is regrettable that Mr. O’Brien, one of the hardest working mem- 
hers of this subcommittee, while notified that Mr. Teitelbaum, a 
Chicago attorney, would appear with a story about an alleged tax 
shake-down plot, was not fully informed of the details of the testimony 
of Mr. Teitelbaum in advance of his appearance. While IT was in- 
formed and must assume responsibility for approval of the staff 
recommendation that we should receive Mr. Teitelbaum/’s testimony 
about an alleged tax-fixing clique, somehow Mr. O'Brien was not as 
fully informed. My reasons for presenting the Teitelbaum testimony 
I have already made clear in a public statement of December 5. 

I have taken steps to try to insure that all members will have a more 
complete advance picture of the testimony that witnesses may be 
expected to give. The counsel and | have, for some time, been trying 
to work out a system of régular committee meetings which will insure 
that every member will be fully informed. 

I. personally, selected Mr. DeWind as counsel to this subcommittee 
and was completely satisfied as to his competence and judgment. 
Since that time, the arduous months of work in investigating wit- 
nesses, reviewing files and guiding several investigations at the same 
time. which have seen our counsel and staff working days and nights, 
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have only confirmed his competence and judgment in the minds of 
this subcommittee; and I know that Mr. O'Brien, in his statement, 
did not wish to have anything he said be construed as expressing a 
lack of confidence on his part in Mr. DeWind and our staff. 

Mr. Kean. Mr. Chairman, may I add something / 

I want to say that I have complete contidence in Mr. DeWind and 
the staff which he has gathered about him. [ am and was in full 
accord with the propriety of the calling of Mr. ‘Teitelbaum. His 
testimony was necessary and germane to this investigation. 

Chairman Kine. Mr. Byrnes. 

Mr. Byrnes. I would just like to say one thing. That is. it seems 
to me that it would be just physically impossible for the staff of this 
committee to keep each individual member of the committee fully 
acquainted with all the details of their investigations. I will say 
this, too, that I have never found that the staff was reluctant to dis 
close to me any information about which T inquired. 1 certainly have 
no complaints to find with the staff or their conduct toward me. I 
think to this date they have done a splendid job under very trving 
circumstances. 

1 would say further with respect to the testimony that has been 
received by this committe that IT think it was in order for the com- 
mittee to receive that testimony and I have no complaint to make 
against the staff or the chairman. 

Chairman Kine. Mr. Schwartz. will vou take the stand, please / 

Do you solemnly swear that the testimony you will give will be 
the truth, the whole truth, and nothing but the truth, so help vou God ? 

Mr. Scuwarrz. I do. 


TESTIMONY OF RICHARD C. SCHWARTZ, ASSISTANT HEAD OF THE 
PENAL DIVISION OF THE BUREAU OF INTERNAL REVENUE, 
OFFICE OF CHIEF COUNSEL, ACCOMPANIED BY E. RILEY CAMP- 
BELL, HEAD OF THE PENAL DIVISION 


Mr. DeWinp. Will you give vour full name for the record, please ? 

Mr. Scuwarrz. My name is Richard C. Sehiwartz. 

Mr. DeWinp. What is your position, Mr. Schwartz 

Mr. Scuwartz. My position is assistant head of the Penal Division, 
Bureau of Internal Revenue. Office of Chief Counse 

Mr. DeWrnp. In general, what is the function of a Penal Division 
of the Office of Chief Counsel / 

Mr. Scuwarrz. The function of the Penal Division is to review 
recommendations made by the Intelligence Unit of the Bureau of 
Internal Revenue involving proposed criminal prosecutions and to 
forward such proposed cases after preparation to the Commissioner’s 
office through the chief counsel for reference to the Department of 
Justice. 

Mr. DeWinxp. Mr. Schwartz. are you familiar with the files of the 
Penal Division involving the case of Abraham Teitelbaum ? 

Mr. Scuwarrz. T am. 

Mr. DeWinp. Are you also familiar with the files in the related cas 
involving Paul Simon / 

Mr. Scuwarrz. I am. 

Mr. DeWinpv. Those two matters are related, are they not? 

Mr. Scuwartz. Yes, sir: they are related. 
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Mr. DeWinp. When did the Simon case first get referred to the 
chief counsel’s office ¢ 

Mr. Scuwarrz. The case of Paul R. Simon, according to the file, 
shows that the investigation was concluded and the final report writ- 
ten on October 31,1950. That file was forwarded to the regional coun- 
sel of the Penal Division, Chicago, by Special Agent in Charge Mad- 
den on November 2, 1950. 

Mr. DeWinv. The special agent’s report is October 31, 1950? 

Mr. Scuwarrz. That is correct, sir. 

Mr. DeWinp. Can you say the nature of the relationship between 
these t<wo cases, the Simon case and the Teitelbaum case, is the fact that 
Simon and Teitelbaum were partners in real-estate operations ¢ 

Mr. Scuwarrz. Yes, sir. They had common financial interests in 
a building known as the Fine Arts Building in Chicago, Il. 

Mr. DeWinp. Now when a case is referred by the Intelligence Unit 
to the regional counsel, in this case Chicago, what is the normal pro- 
cedure in the handling of the case from that point on ¢ 

Mr. Scuwarrz. The normal procedure is that simultaneously the 
special agent in charge forwards copies of the special agent's report 
to the Chief of the Intelligence Unit in Washington, who in turn sends 
information copies of the reports to the chief counsel's office in Wash- 
ington. Upon receipt of those information copies, we jacket a file in 
the chief counsel's office in Washington. That file is known as our 
emergency folder and it is given the same number as the file which is 
opened on the basis of the original report in the regional counsel’s office 
in Chicago. 

Mr. DeWinxp. While this record is made in Washington, the file in 
the case is still in the regional counsel's office; is that right / 

Mr. Scuwarrz. Yes; the original of the report and the exhibits in 
the matter have been received in the regional counsel's office and in 
that office they would be assigned to an attorney who carries the 
case on his docket. 

Mr. DeWinp. Is the taxpayer afforded an opportunity for confer- 
ence with the regional counsel ? 

Mr. Scuwarrz. He is, sir. Upon receipt of the case the taxpayer 
is advised that the case has been referred to the regional counsel and 
the taxpayer or his attorney of record is notified that conference op- 
portun ty exists. 

Mr. DeWinp. If after the conference procedure that is provided 
in the regional counsel’s office it is decided by the regional counsel 
that prosecution should be recommended, what is the next step / 

Mr. Scuwarrz. The attorney having the cases on his docket will 
prepare a proposed transmittal letter to carry the cases forward to 
the Department of Justice. He will also prepare a covering memo- 
randum addressed to the chief counsel. Those two documents with 
the reports and exhibits of the special agent are transmitted to the 
head of the Penal Division in Washington by a covering transmittal 
memorandum. 

Mr. DeWinv. And then after the Penal Division and the chief 
counsel agree with the recommendation it is forwarded to the De- 
partment of Justice? 

Mr. Scuwarrz. Yes, sir. Upon receipt of those papers in the 
Washington office, they would come into the Penal Division and in 
the normal process, if there has been no conference request, they would 
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be initialed up and forwarded to the chief counsel's office for approval 
to transmit them down to the Commissioner's office for reference to 
the Department of Justice. 

Mr. DeWinp. On April 18, 1951, did the office of the chief counsel 
give instructions on the handling of the Simon case to the regional 
counsel in Chicago? 

Mr. Scuwarrz. Yes. sir. On that date a telegram was dispatche | 
to the regional counsel relating to the Simon cases and other cases 
which were pending in his office awaiting final action there. 

Mr. DeWinp. Is that Mr. Struett / 

Mr. Scuwarrz. At that time that was Regional Counsel Joseph 
Struett. 

Mr. Byrnes. What date was that? 

Mr. Scuwarrz. The date of the telegram I believe was April 1s, 
1951. 

Mr. Kran. Who sent the telegram / 

Mr. Scuwakrrz. The telegram was sent from the Penal Division 
and it was one of several telegrams sent to each regional counsel 
throughout the United States covering cases which were to be expe- 
dited in view of the bureau’s special tax fraud drive. 

Mr. Kean. That was sent by you? 

Mr. Scuwarrz. | prepared the telegram. The telegram was 
signed in the name of Charles Oliphant, initialed by Mr. FE. Riley 
Campbell, head of the Penal Division. 

Mr. Kean. Mr. Campbell's initials? 

Mr. Scuwarrz. Mr. Campbell's initials are on the outgoing tele- 

ram. 

Mr. DeWinv. Can you explain why a telegram should have been 
sent on the Simon case on April 18, 1951? 

Mr. Scuwarrz. Yes. At or about that date in April, early in April, 
this committee was interested in the names of racketeer cases which 
were pending in the Bureau awaiting action. Myself and others 
working with representatives of the Intelligence Unit of the Bureau 
began to compile lists of cases which we thought we might find within 
the so-called racketeer classification. The Intelligence Unit for- 
warded to me in the Penal Division by hand a list of over 100 cases. 
Among those on the list was the name of Paul R. Simon. The list 
has the name “Simon, Paul R.. Chicago, IL. now at Beverly Hills, 
Calif.” Under the column with reference to his activities they have 
noted, “Attorney for Capones.” 

Mr. DeWtnp. This is the Paul Simon case é 

Mr. Scuwarrz. Yes, sir. 

Mr. DeWinp. Can vou tell the committee what was the definition of 
racketeer for purposes of this list 4 

Mr. Scuwarrz. This list was gotten up. as Tsay, on or about April 
1 know it was prior to April LO, from my notes on the file. The Bu- 
reau’s urgent message governing the preparation of lists in the field 
of alleged racketeers was dated April 12, 1951. The final definition 
of a racketeer was put out on April 29, 1951, by mimeograph, and I 
have the quotation here from that mimeograph, if vou care to have 
me read the definition of a racketeer. 

Mr. DeWrnp. Is it a very long quotation / 

Mr. Scuwarrz. It is one paragraph. 

Mr. DEWiND. Please yo ahead and read it. 
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Mr. Scuwarrz. I quote from the mimeograph : 


All individuals known or suspected to be engaged in any occupation or activity 
generally regarded as being illegal or having a racket aspect such as professional 
gambler, bootlegger, narcotics peddler, extortionist, blackmailer, abortionist, 
operator of a brothel, operator of handbooks, numbers games, and its various 
derivatives, slot boards, punch games, lotteries, etc. In addition to the known 
or suspected racketeer type of case, return of taxpayer showing large unexplained 
lump-sum declaration of income designated as horses, brokers, gambling, com- 
missions, or the like, will also be considered as falling within the racketeer 
classification for purposes of this drive. 

Mr. DeWinxp. Now if I have understood you correctly, Mr. 
Schwartz, you said that the name of Paul Simon was on the Intel- 
ligence Unit list of racketeers ¢ 

Mr. Scuwarrz. Yes, sir: and that list I say, was prepared prior to 
April 29 when this formal definition was derived and published by 
mimeograph. 

Mr. DeWinp. His name did not appear on the regional counsel's 
list of racketeers ¢ 

Mr. Scuwarrz. No, sir; it did not. 

Mr. DeWinp. Now within the definition that you have read was 
the Simon case properly classified as a racketeer case / 

Mr. Scuwarrz. I would say that it was not within the racketeer 
classification on the basis of the evidence presently available in the 
Simon case; that is, being attorney for the Capones related to conduct 
in years prior and did not involve any of the income in question in the 
Simon case. 

Mr. DeWixp. At that time that appears to have been a stated classi- 
fication ¢ 

Mr. Scuwarrz. Yes, sir. 

I would like to call attention to the fact that this list which was 
prepared in the Intelligence Unit was prepared prior to April 10, 1950, 
whereas the formalized definition was not issued until April 29. As 
of April 10 and in the month previous none of us had any guide as 
to what we should include in the racketeer classification. 

Mr. DeWinp. After April 29 when the list was reviewed that case 
would have been removed from the racketeer list under the definition ¢ 

Mr. Scuwarrz. I could assume so, sir. 

Mr. DeWrxp. Now what reply was received to the April 18, 1951, 
teletype so far as related to either the Simon or Teitelbaum case ¢ 

Mr. Scuwarrz. On April 19 Mr. Struett made a reply covering the 
cases Which were mentioned in the April 18 request to which we have 
referred. With respect to the case of Paul R. Simon, do you wish me 
to read that, sir? 

Mr. DeWinp. Either read it or briefly state what the gist of the 
memorandum was. 

Mr. Sciurwarrz. In substance he advises us that the Simon case had 
been received in his oflice on November 3, 1950, and that Mr. Simon had 
numerous dealings with Abraham Teitelbaum. He further advised 
us that Mr. Teitelbaum had for vears been an attorney for the Capone 
interests. He says: 

Mr. Teitelbaum has been under investigation for some time and the processing 
of the Simon ease has been held up by me until receipt of the Teitelbaum case. 
Since many of the same transactions are involved in each of these cases, I have 
urged both the revenne agent's office and the special agent's office to expedite 
the Teitelbaum case 
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Do you wish further detail, sir? 

Mr. DeWrnp. I think that is enough. Is that the gist of the memo- 
randum ¢ 

Mr. Scuwartz. The gist of it is that the regional counsel had the 
Simon case and he had instructed the special agent in charge and the 
revenue agent to expedite the completion of the Teitelbaum case so 
they could be associated in the regional office. 

Mr. DeWinv. That is April 19? 

Mr. Scuwarrz. The date of that memorandum is April 19, 1951. 

Mr. DeWinp. Now can you tell when the Intelligence Unit report 
on the Teitelbaum case was completed 

Mr. Scuwarrz. Yes, sir. The report in the case of Abraham Teitel- 
baum was written under date of May 29, 1951, and it was examined 
and approved and forwarded to Regional Counsel Struett by Special 
Agent in Charge Madden on June 5, 1951. 

Mr. DeWinpb. Was the Teitelbaum case classified as a racketeer case 
by the Intelligence Unit? 

Mr. Scuwarrz. Yes, sir; at the time this report was received in 
the Intelligence Unit and the special agent’s report carries the rack- 
eteer classification. That classification is shown by the “R” stamp 
which appears in the upper right-hand corner of the report. 

Mr. DeWrtnp. Now when Mr. Madden forwarded this case to Mr. 
Struett of the regional counsel’s office, did he state any reason for clos- 
ing of the report and the forwarding of the case? 

Mr. Scuwartz. Yes, sir. He stated that the investigation had been 
discontinued in order to comply with Mr. Struett’s request that the 
report be forwarded at an early date. 

Mr. DeWinp. I suppose the inference of that is that the investiga- 
tion had been discontinued prior to completion in order to permit this 
to be forwarded ? 

Mr. Scuwarrz. Mr. Madden’s memorandum would clarify that. It 
states: 

While it appears from the evidence at hand that Teitelbaum has evaded income 
taxes, it is the opinion of this office that further investigation should be made, 
preferably by a grand jury, before attempting to obtain an indictment. 

Mr. DeWrixp. Now up to that point, Mr. Schwartz, can you say 
whether there was anything unusual in the handling of the Teitelbaum 
case ¢ , 

Mr. Scuwarrz. No, sir: other than the fact that it be expedited 
due tothe Bureau's racketeer drive. 

Mr. DeWinp. That is. the only unusual aspect was that the case 
was sent forward prior to completion of the investigation in order 
to associate it with another case that appeared to be involved in the 
racketeer drive? 

Mr. Sctrwarrz. Yes, sir. 

Mr. DeWtxp. And at that time the recommendation T understand 
was that further investigation, possibly by a grand jury, should be 
had before any indictment was recommended ? 

Mr. Scuwarrz. That was Mr. Madden’s comment although the 
special agent that investigated the case made a special recommenda- 
tion of prosecution on the basis of the evidence that he had. 

Mr. DeWinp. What action did Mr. Struett’s office take on the two 
cases, the Simon and Teitelbaum cases? 
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Mr. Scuwarrz. Mr. Struett’s office prepared what we m our shop 
talk call a short-form criminal-reference letter in each of these cases. 
Those letters were addressed to the Department of Justice for use in 

carrying the cases over through the regular channels in Washington, 

and those letters were for warded to the head of the Penal Division 
in Washington on July 9, 1951, and were received in the chief coun- 
ses mail room on July 11, 1951. 

Mr. DeWinp. So this, in effect, amounted to a recommendation by 
the regional counsel to the Penal Division that these cases be prose- 
cuted: is that correct ¢ 

Mr. Scuwarrz. Yes, sir. 

Mr. DeWinp. Was any statement made concerning the racketeer 
classification of the case ¢ 

Mr. Sciuwarrz. Yes, sir. In sending the cases forward. Mr. 
Struett made some reference to the racketeer classification. With the 
transmittal on July 9, 1951, Mr. Struett advised the head of the 
Penal Division by separate memorandum that the processing of the 
Simon case had been held up until the Teitelbaum case was received, 
vnd he further then stated that the cases of Simon and ‘Teitelbaum— 
earlier he had advised us that the cases of Teitelbaum and Simon 
would be out of his office no later than July 10. He then goes on to 

sav apparently the Simon cases were considered as ona list of racketeer 
cases but they were not treated as such in this office. Neither was the 
Teitelbaum case, although it was denominated a racketeer case by the 
special agent's office. 

Mr. DeWrxp. Just what is the significance of treating the case as a 
racketeer case or treating it as not a racketeer case / 

Mr. Scuwartz. The significance is that if it were treated as a racke- 
teer case it should be expedited and given preference over other cases; 
and in addition to that, the rule of thumb to be applied was that the 
case should be forwarded if a prima facie case of tax evasion were 
shown by the available evidence, whereas other cases would be for- 
warded if the Bureau would be convinced of the taxpayer's guilt and 
that the conviction would be reasonably certain. 

Mr. DeWrnp. So that a case classified as a racketeer case would be 
forwarded for prosecution more readily than a case which was not so 
classified ¢ 

Mr. Senwarrz. Yes, sir. The test would be, if you had enough evi- 
dence to get toa jury it should be forwarded. 

Mr. DeWinpv. That is quite a sizable difference between that and 
the usual treatment of a case, is it not? IT mean the regular case is 
forwarded only if the chief counsel’s office, as you say, is convinced 
that conviction is reasonably certain. 

Mr. Scuwarrz. Yes,sir. This isa special test which was evolved for 
racketeer cases in connection with the drive that was started in April. 

Mr. DeWinp. That test is whether you can successfully present it 
to the grand jury and get an indictment ¢ 

Mr. Scuwartz. The test is whether you have sufficient evidence to 
warrant going to the jury after the Government's case is in. 

Mr. DeWinp. Then the decision as to whether or not to classify a 

case as a racketeer case is a decision that has important consequences 
or may have important consequences for the taxpayer / 

Mr. Scuwarrz. Yes, sir. It will affect the procedure by which the 
case is handled. 
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Mr. DeW inn. Now when a case is referred to the Penal Division 
from the regional counsel’s office, what is the routine method of 
handling that case when it comes in ¢ 

Mr. Scuwarrz. The case will be delivered to the office of the as- 
sistant head of the Penal Division, Shrover, who has charge of the 
Statistics and Control Section of the Division. He will make the 
appropriate record there to show the case has been received and then 
will either look through the file himself or send it to one of the other 
assistant heads to glance through the file to see whether or not there 
is any conference request pending here in Washington and to take 
the appropriate action on it after that. 

Mr. DeWinp. If there is a conference request pending, what is 
done ¢ 

Mr. Scuwarrz. ‘Then the case is assigned to some attorney or sone 
assistant head proceeds himself to write the necessary letter to the 
tuxpayer’s attorney to set up the conference which has been requested, 

Mr. DeWinp. If there is no request for conference on record, then 
what is done‘ 

Mr. Scuwarrz. [t is an automatic transaction. The regional coun- 
sel prepares a prosecution memorandum and it is forwarded on to the 
chief counsel's office. 

Mr. DeWinpo. What happened in the Teitelbaum and Simon cases 
when they came ¢ 

Mr. Scuwarrz. These cases reached the Division on July Ll, 151. 
They were sent to the then assistant head of the Penal Division, Mr. 
Theodore Uhler. Mr. Uhler brought the cases in and put them on 
my desk with a little handwritten note that there seems to be some 
question here as to whether these are racketeer cases. Now | might 
add at that point that Twas in general supervision of all cases coming 
through on the racketeer drive. That was an outstanding instruction, 
that all those cases should be routed across my desk, and I was keeping 
separate statistics on the racketeer drive cases which were forwarded. 

Mr. DeWinp. Now was there any request for a conference on record 
when the case came in / 

Mr. Scuwarrz. No, sir. I examined the files and there being no 
request for a Washington conference, 1 initialed them and forwarded 
them on to the chief counsel's office through out mail room on July 
13. 1951. 

Mr. DeWinp. Lacking a request for a conference, when it is sent 
forward does it go in ordinary routine to Mr. Oliphant ¢ 

Mr. Scuwarrz. Yes, sir. 

Mr. DeWinp. Is that where it went / 

Mr. Scuwarrz. Yes, sir. It went through the Control and Sta- 
tistical Section of the Penal Division where the record was made of its 
going out to the chief counsel's office. 

Mr. DeWinp. Does the record show that these two cases did go to 
Mr. Oliphant’s office / 

Mr. Scurwarrz. Yes, sir. 

Mr. DeWrnv. Then what was the next step in the handling of the 
case / 

Mr. Scuwarrz. The next step in the handling of the case was that 
on July 17, 1951, one of Mr. Oliphant’s secretaries returned the files 
to Mr. Uhler’s office per request. 

Mr. DeWinp. What would that indicate ? 








INTERNAL REVENUE INVESTIGATION 


Mr. Scuwarrz. It would indicate to me that Mr. Uhler or some- 
one else had requested the secretary to send the files back to Mr. 
Ulhiler’s office. 

Mr. DeWixp. Would that indicate a request for a conference had 
been made? 

Mr. Scuwarrz. It may very well have, sir. However, there is no 
indication in the files as to what that request was. 

Mr. DeWinp. In fact, was the conference in the Teitelbaum case 
held shortly after the case was sent back to Mr. Uhler ? 

Mr. Scuwarrz. Yes, sir. I checked with Mr. Uhiler’s secretary 
this morning and found on her desk a pad under date of July 20, 
1950, there is entered—— 

Mr. DeWinp. 1951. 

Mr. Scuwarrz. 1951, ves, sir. There is entered a notation “Abra- 
ham ‘Teitelbaum, taxpayer, Chicago, conference 10:30 a. m.” 

Mr. DeWinxp. Were you present at that conference / 

Mr. Scuwarrz. Yes, sir. It is my recollection that Mr. Uhler then 
brought the files in and put them on my desk inasmuch as I had 
initially sent the case forward to Mr. Oliphant’s office, and asked me if 
1 would hold that conference, and I did hold the conference on 
July 20, 

Mr. DeWtnp. I do not wish to gO into the details of that confer- 
ence, but can you say what action vou took on the matter after the 
conference / 

Mr. Scuwartrz. Yes, sir, Lean. After July 20 it is my recollection 
that I received a request from Mr. Uhler to call Mr. Oliphant at Mr. 
Lynch's office where he was then working. 

Mr. DeWinp. Just a minute. Before that and after your con 
ference, did you write a memorandum concerning the case / 

Mr. Scuwarrz. Yes, sir; | wrote a memorandum on the date of the 
conference, July 20, 1951, 

Mr. DeWinp. Can you briefly state the gist or principal points of 
that memorandum / 

Mr. Scuwarrz. Yes, sir. 

Mr. DeWixp. What is the date of that memorandum ? 

Mr. Scuwarrz. July 20, 1951. 

Mr. Kran. Who were present at that conference ? 

Mr. Scuwarrz. Abraham Teitelbaum, taxpaver; Eugene Bern- 
stein, attorney of the taxpayer, both of Chicago, [1l.:; and Richard C, 
Schwartz, assistant head of the Penal Division. 

Mr. Kean. You were alone representing the Government ? 

Mr. Scrwartz. Yes, sir. 

Mr. DeWinp. Your July 20 memorandum is just a summary of the 
conference; is that right ’ 

Mr. Scuwarrz. That is right. 

Mr. DeWinp. I will not go into that. Then you started to say on 
July 25 vou received a call. 

Mr. Scuwarrz. I checked this morning to find out if I could why 
Mr. Uhler had sent this in to me to hold the conference, and from 
Mr. Uhler’s desk calendar I find a notation on July 25 he wrote 
Abraham Teitelbaum and Paul Simon, Chicago, and a notation which 
indicated that Mr. Oliphant—indicates to me now that Mr. Oliphant 
was to be called at Mr. Lynch’s office about these cases. 
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Mr. DeWtinp. Mr. Uhiler asked you to call Mr. Oliphant? 

Mr. Scuwarrz. That is my recollection, sir. 

Mr. DeWrnp. Did you call Mr. Oliphant ¢ 

Mr. Scuwarrz. I did, sir. 

Mr. DeWrnpv. On July 23? 

Mr. Scuwarrz. On July 23, to the best of my recollection, I immed- 
iately made the call to Mr. Oliphant. 

Mr. DeWinv. Can you recall what was said in that telephone con- 
versation / 

Mr. Scuwarrz. Without a memorandum I cannot give you the de- 
tails of it, but it is my recollection that Mr. Oliphant wanted to know 
why these cases were racketeer cases and what the status of them was 
At that time it is my recollection that I advised him that Mr. Struett in 
Chicago had some reservations about whether or not they should be 
racketeer cases and that after my conference with the taxpayer, that 
1 thought certain matters should be reconsidered in the field and that 
we should have a further report from the Intelligence Unit as to the 
details of a pending investigation against Mr. Teitelbaum with respect 
to alleged extortionist activities in the organizing of drug stores in 
Chicago. 

Mr. DeW inv. Would that indicate that at that point you were not 
satisfied that the case was yet in shape to recommend prosecution 4 

Mr. Scuwartz. Yes,sir. I was satisfied at that point that the rack- 
eteer classification should be cleared up and that the merits of the 
case should be further looked into with respect to items which I intend- 
ed toadvise Mr. Struett by memorandum and at that time told Mr. Ohi- 
phant briefly what those were. 

Mr. DeWinp. Did Mr. Oliphant say to go ahead and proceed / 

Mr. Scuwarrz. He didn’t say anything more at that time, Mr. 
DeWind, and I went ahead and began to prepare my memorandum to 
Mr. Struett. 

Mr. DeWinp. What was the date of the memorandum you prepared / 

Mr. Scuwarrz. I prepared a memorandum and it is dated July 25, 
1951. 

Mr. DeWinpv. Could you summarize briefly the points made in that 
memorandum ¢ 

Mr. Scuwarrz. Do you wish me to go into the merits of the case as 
well as this racketeer matter ¢ 

Mr. DeWinp. I would like you to state briefly the points you made in 
the memorandum. Ido not think it is necessary to go into the evidence. 

Mr. Scuwarrz. Briefly I was concerned with respect to certain 
things which were shown on the face of the returns which were filed, 
which indicated to me that perhaps as to those items there had been no 
concealment because the returns had been received in the collector’s 
office. 

Mr. DeWrnp. Did you say in that memorandum that you thought 
the case needed further consideration before any recommendation was 
to be made ¢ 

Mr. Scuwarrz. Yes, sir, I said that they are returned herewith to 
be reconsidered on the basis of whether the available evidence is suf- 
ficient to make the conviction reasonably certain. 

Mr. DeWinv. Did you say anything about the racketeer classifi- 
cation? 
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Mr. Scuwartz. Yes, sir, I did. I advised him I wanted a further 
investigation, a further supplemental report from the Intelligence 
Unit relative to the investigation of Teitelbaum’s activities as distin- 
guished from rumor that he was engaged in illegal activities within 
the racketeer classification. 

Mr. DeWinv. Did you indicate that on the basis of the file as it 
was that this could not be a racketeer case / 

Mr. Scuwartz. Yes, sir, I did. I indicated to him a didn’t think 
on what I had so far that it would be a racketeer case within the 
definition of April 27. Lam referring to the mimeographed definition. 

Mr. DeWrxp. Having prepared this memorandum making these 
two points, did you start it on its way to Chicago? 

Mr. Scuwarrz. Yes, sir, I did. I initialed it up for the Division, 
sent it around to the mail room, and it went out of the chief counsel's 
mail room to be mailed. 

Mr. DeWinv. What happened at that point / 

Mr. Scuwarrz. Immediately or within a matter of hours after it 
left my desk to take its way through the mail room, I received another 
call from Mr. Oliphant. He asked me what the current status of the 
case was. [told him I had written the memorandum and started 
the matter back to Chicago. He then asked me to recall the memio- 
randum and send the files to his office. I did that. 

Mr. DeWtinpv. How did vou go about doing that / 

Mr. Scuwarrz. I had already mailed it. I told my secretary that 
Mr. Oliphant wanted the file back and she proceeded to work back 
down the line through the mail rooms, through the chief counsel's 
mail room, to locate the file, and it is my recollection that the file was 
finally located either on its way to the post office from the chief coun 
sel’s mail room or in the post office. The details of how they got the 
file back I would not know, Mr. DeWind. They called me and said 
they had the file, and at that time I called Mr. Oliphant back and told 
him I had the file back and was taking it to his office. 

Mr. DeWinp. So when Mr. Oliphant called you and vou told him 
you had already mailed the case out to Chicago with the suggestion 
that vou have indicated here, he said he wanted you to get the case 
back ¢ 

Mr. Scuwarrz. He said, “Call the case back and let me know when 
you have it back.” When T did know I had it back I called him and 
he at that time told me to send the file to his office. 

Mr. DeWinv. Did he give you any indication as to why he wa- 
asking you to call the case back ¢ 

Mr. Scuwarrz. No, sir, at that time he did not. 

Mr. Keay. Is that an unusual procedure ¢ 

Mr. Scuwarrz. Mr. Oliphant was the chief counsel of the Bureau 
of Internal Revenue and from time to time he would issue instruc 
tions and it was not unusual to get instructions directly from the 
chief counsel. I got them from day to day. This was the only 
instance in which I had written a memorandum that had gone in 
the mails and had been called back. 

Mr. Kean. He would therefore seem to be extraordinarily interested 
in getting back those papers that you sent. 

Mr. Scnwarrz. Yes, sir. I construed it as a cancellation of my 
memorandum, and that is what I did. T canceled the memorandum 
out when I got it back in my possession. 





INTERNAL REVENUE INVESTIGATION 1525 


Mr. DeWinp. When you succeeded in getting the file back from the 
post office what did you do with it then ¢ 

Mr. Scuwartz. I carried it up to Mr. Oliphant’s office in the Bureau 
of Internal Revenue and handed it to his secretary and told her that 
Mr. Oliphant had instructed me to take the file to his office and I left 
the file there. 

Mr. DeWinpv. You did not have any discussion with Mr. ¢ liphant at 
that time? 

Mr. Scuiwarrz. No, sir. 

Mr. DeWixpv. What do you recollect or what do the files show was 
the next step taken in the case / 

Mr. Scnwarrz. The next step shown by the file is that upon the re- 
turn from a field trip of Mr. E. Riley Campbell he was handed the 
file by Mr. Oliphant and that on July 30,1951, Mr. Campbell made 
a hurried notation relative to having received the file back from Mr. 
Oliphant. The notation was that— 

On July 380, 1951, C. O. 

Charles Oliphant— 
directed me to look and advise on this matter, specifically is this a racketeer 
cause to be processed as such? 

Mr. Byrnes. What do you mean by “field trip” 4 

Mr. Scuwarrz. Mr. Campbell had been out of town for a period 
of days and when he came back in TI advised that in reporting back to 
the chief counsel there were several matters that the chief counsel had 
on his desk. This was one of them which he handed back to Mr. 
Campbell. 

Mr. Byrnes. Was this field trip in connection with this case? 

Mr. Scnuwarrz. No, sir, not to my knowledge. In fact, I know 
it wasn’t in connection with this case at all. 

Mr. DeWinp. Now as I understand, the situation at that point was 
that vou and Mr. Campbell had agreed that the case did not justify 
a classification as a racketeer case and should be returned to Chicago 
to see if the case could be st rengthened 4 

Mr. Scnwarrz. No, sir, Mr. DeWind, Mr. Campbell had not agreed 
with me on anything at that point. 

Mr. DeWinp. That was only your action ¢ 

Mr. Scuwarrz. That was my action. IT had authority to sign his 
initials with mine underneath, and that is what I did in this instance. 

Mr. DeWinxp. When vou sign his name or initials you put your 
initials underneath to show you have done it ¢ 

Mr. Scuwarrz. Yes, sir. 

Mr. DeWinxp. Was it usual to have your action on a case of this 
sort reversed after you had done it ? 

Mr. Scuwarrz. This is the only instance in which a memorandum 
that IT had written and signed out and that left the mail room was 
ever recalled. 

Mr. DeWinp. If you cannot answer this question, say so. If this 
case had been classified as a racketeer case, if you thought that classi 
fication was proper, would you then have recommended prosecution 
within the rules on racketeer cases ¢ 

Mr. Scuwarrz. Yes. sir. If there had been no question about its 
classification as a racketeer case, I would have said it was a prima 
facie case and sent it on. 
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Mr. DeWinpv. The question that Mr. Oliphant raised with you, 
“Is this a racketeer case specifically ?”, that was a question that would 
decide whether it went back to Chicago or would be recommended 
for prosecution, in vour mind? 

Mr. Scawarrz. Yes, sir. 

Mr. DeWinp. Well, now, you have said that you considered the 
action Mr. Oliphant took as nullifying your memorandum, 

Mr. Scuwarrz. That is true, sir. 

Mr. DeWinpv. And I assume that you then proceeded to give the 
case further consideration in your own office? 

Mr. Scuwarrz. Yes, sir. I then completely reconsidered the case 
myself. 

‘Mr. DeWinp. Well, on the basis of your reconsideration, what 
action did you take? 

Mr. Scuwarrz. On the basis of my reconsideration, which included 
further conferences with attorneys for the taxpayer, IT came to the 
conclusion that there were items involved in the case which indicated 
concealment which would be sufficient to have a jury convict. 

Mr. DeWixp. Well, did you then send the case forward to Mr. 
Oliphant ? 

Mr. Scuwarrz. Yes, sir, I did. 

Mr. DeWinpv. When did you do that ? 

Mr. Scuwarrz. On November 2, 1951, I transmitted the case for- 
ward to Mr. Oliphant with prosecution letter addressed to the Depart- 
ment of Justice. 

Mr. DeWinp. In forwarding that to Mr. Oliphant, did you adhere 
to vour decision that this was not a racketeer case / 

Mr. Scuwarrz. Yes, sir. I told them that I still wasn’t convinced 
that the case should travel as a racketeer case, but it ought to be 
handled in the regular order, as any other case. 

Mr. DeWinp. After that time, did you receive any further infor- 
mation having a bearing on the case ? 

Mr. Scuwarrz. Yes, sir, on the 9th of November 1951 Mr. Raymond 
Spence of the special tax fraud drive office came to my office and 
left a ee Rwer ts. en with me. This memorandum enclosed a com- 
munication from the regional coordinator of the racket drive squads 
in the Chicago area, and the substance of that communication was 
that Mr. Teitelbaum’s former attorney was rumoring around Chicago 
that this case was going to be fixed in Washington. 

Upon receipt of that, I immediately took that communication to 
the chief counsel’s office and delivered it to Mr. Oliphant. 

Mr. Kean. Who did vou say was spreading this rumor! Mr. Teitel- 
baum’s counsel ? 

Mr. Scuwarrz. The former counsel. The communication states 
that it was Mr. Bernstein. 

Mr. Kean. Mr. Bernstein, who was former counsel ? 

Mr. Scuwarrz. Former counsel for Mr. Teitelbaum. 

Mr. Kran. And this rumor was just an anonymous rumor? Or did 
some one give you the information ? 

Mr. Scuwarrz. The information, Congressman, came up through 
channels by this memorandum from the special tax fraud drive office. 
which was delivered into my office by an employee of the special tax 
fraud drive. 
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Mr. Kean. Summarized, some employee in Chicago heard that this 
rumor was being spread by Mr. Bernstein ‘ 

Mr. Scuwakrrz. ‘That is correct, sir. 

Mr. Kean. And then sent it up to you, as they should have, because 
it was pertinent information for you to have; is that right ¢ 

Mr. Scuwarrz. That is correct, sir. 

Mr. DeWinv. Now, you said earlier, I think, Mr. Schwartz, that at 
the time that Mr. Oliphant spoke to you from the Treasury Depart- 
ment and asked you about this case, he did not give any reason why he 
should be interested in this particular case; is that right ¢ 

Mr. Scuwarrz. That is correct, sir. 

Mr. DeWinp. At any later time, did Mr. Oliphant give to you any 
reason for his interest in the case ¢ 

Mr. Scuwarrz. Yes, sir. After these two cases had been referred 
to the Department of Justice, and on the morning of Mr. Oliphant’s 
resignation, he told me that he had then reealled why he had called 
me about the ¢ CASES, and he stated that a Mr. Grunewald had called him. 

Mr. DeWixv. Can you say: Was that Mr. Henry Grunewald ¢ 

Mr. Scuwarrz. Yes, sir; he said it was a Mr. Henry Grunewald. 

Mr. DeWixp. Did he indicate when Grunewald had called him 
about the case? 

Mr. Scuwartz. No, sir; he did not. At that time, Mr. Oliphant 
was still chief counsel of the Bureau of Internal Revenue, and I did 
not go into the matter with him any further. 

Mr. DeWinp. Do your records show that Mr. Grunewald repre- 
sented the taxpayer ollicially in this case ? 

Mr. Scuwarrz. They do not. 

Mr. DeWrnp. Is there any indication that he had any proper in- 
terest in the case ¢ 

Mr. Scnwartz. To my knowledge, there is nothing in these files 
which showed that he had any interest in it, and my sole knowledge 
is the statement which I have just related which was made to me by 
Mr. Oliphant on last Wednesday. 

Mr. DeWinpv. Did Mr. Oliphant indicate to you what sort of in- 
formation he had given about the case ¢ 

Mr. Scuwarrz. He didn’t tell me what sort of information he had 
given. He told me that it was his recollection that he had called me 
to find out what the racketeer status in these cases was. 

Mr. DeWrnp. At Mr. Grunewald’s request / 

Mr. Scuwarrz. He didn't state. but on last Wednesday morning, he 
told me he had recalled who had called him about the cases, and it was 
Mr. Henry Grunewald. 

Mr. Byrnes. At that time did he review the history of any other 
conversation on the cases with vou ¢ 

Mr. Scuwartz. No, he did not. 

Mr. Byrnes. He did not? 

Did he call you on the telephone with regard to this matter? 

Mr. Scuwarrz. No, sir. He spoke to me on the street outside the 
building on Wdnesday morning. He met me on the street. 

Mr. Byrnes. In his conversation, did he speak to you at that time 
about any other matters / 
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Mr. Scuwarrz. He asked me if I could recall anything further 
about his telephone conversation. I previously told him that I re- 
called only one conversation, and that was the one on July 25. He 
says, “Well, [ now recall that it was a Mr. Henry Grunewald that 
called me on the matter, and it is my impression that I called you twice 
or made two calls on this.” 

I said, “Mr. Oliphant, that may well be. I have a written notation 
as to one only.” 

Now, this morning F have refreshed my recollection by going to Mr. 
Uhler’s desk calendar pad, and I am now certain that there were two 
calls, one on or about July 23 and one for certain on July 25, when I 
called him back, and at that time he asked me to recall the memo- 
randum., 

Mr. Byrnes. You met Mr. Oliphant on the street last Wednesday. 
Was that Wednesday morning? 

Mr. Scuwarrz. Yes, sir, Wednesday morning on my way to work. 

Mr. Byrnes. Did you discuss anything else? 

Mr. Scuwarrz. In our conversation on the street, that was the size 
of it, sir. 

Mr. DeWinp. Mr. Schwartz, may T ask you to state what your 
reaction was to Mr. Oliphant’s telling you that he had diseussed this 
case with Henry Grunewald ¢ 

Mr. Scuwarrz. It was a complete surprise, sir, because throughout 
a period of about a week we had been attempting to reconstruct why 
the call had been made. 

Mr. Kran. You had been attempting to reconstruct why Mr. Oli- 
phant’s call was made? 

Mr. Scuwarrz. Yes, sir. I had been asked whether I had any 
further information as to the dates of these calls or why the calls had 
come through, and I hac consistently stated that I did not have any- 
thing more than my notation that he had called me on July 25. 

Mr. Kean. Who wanted to know this? 

Mr. Scuwarrz. Mr. Oliphant had asked me. 

Mr. Kean. Mr. Oliphant had asked you to check up? 

Mr. Scuwarrz. Yes, sir. 

Mr. DeWrnpv. Mr. Chairman, we have some testimony, as you 
know, taken in executive session with Mr. Oliphant. Since Mr. Oli- 
phant was not able to be here, in order to complete this record, for the 
time being, if there is no objection, 1 would like to read into the record 
a portion of that testimony bearing on this matter. 

Chairman Krva. If there is no objection, you may proceed, 

Mr. DeWinp. This testimony appears on page 105 of the transcript 
of the testimony of Charles Oliphant, dated December 5, 1951, and is 
marked “Volume 3, Executive Session” : 

Mr. Scnartro. When did you next speak with Mr. Grunewald about the case? 

Mr. O.rpHanr. As I recall it, we next had reference to the case within the 
last week. 

I should add for the record that at no time did Mr. Richard ©. Schwartz know 
of my conversations with Mr. Grunewald. 

Mr. Scuarimo. Did you speak with Mr. Grunewald between the second con- 
versation you described and the one in the last week, about the Simon-Teitelbaum 
case? 

Mr. OurpHANT. I do not recall so doing. 
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Mr. Scuaptro,. By the way, what was the substance of your second conver- 
sation with him? 

Mr. OvipHant. As I recall it, it was that the case would probably not be 
regarded as a racketeer case. 

Mr. ScuHariro. Did he say anything to you after you told him that’? 

Mr. OviPHANT. I do not recall that he did. 

Mr. Scuapiko. Do you recall anything else you said to him at that time? 

Mr. OLIPHANT. I do not, 

Mr. ScHaptro. During the last week you stated, sir, you had another con- 
versation with him, you say, about the case. Where was that held? 

Mr. O_ipHanr, That was in my home. 

Mr. ScuHapriro. What was the substance of that conversation? 

Mr. OviPHANT. Generally, to the effect that the case had been inquired about. 

Mr. ScHapriro, Is that what you told him? 

Mr. OLIeHANT. That is correct. 

Mr. ScuHapreo. What did he tell you? 

Mr. OLIPHANT. Generally, he said it should not necessarily show that I talked 
to him about the case. 

Mr. ScHapiro. I do not quite understand the last sentence of your answer, 
Will you kindly state it in a different way? 

Mr. Ovipnant. Generally he said that it should not necessarily show that I 
had discussed the case with him. 

Mr. ScHapiko. Was he telling you not to tell anybody that he had discussed 
the case? Is that it? 

Mr. OLIPHANT. That would be the general import of what he was telling me. 

Mr. ScHapiro. Tid he say anything else to you? 

Mr. OuipHiant. Not that I recall. 

Mr. Scuapiro. Did he tell you why he did not want you to say generally that 
you had talked with him about the case? 

Mr. OLIPHANT. No; he didn't. 

Mr. ScHapiro, Did you ask him why he made that request of you? 

Mr. OLIPHANT. I don’t reeall that I did. 

Mr. ScHaPiro. What did you say to him after his making that request of you? 

Mr. Ouipuanr. I finally told Mr. Grunewald that any time I was asked under 
oath about my brief conversations with him, I would testify to it. 


That is all of that, Mr. Chairman. I have no further questions. 

Chairman Kine. Mr. Schwartz, the committee appreciates the tes- 
timony you have given. I am disposed to agree with Mr. Kean in 
his statement that } rm $5 s reput a are often injured in pursuit of 
the public interest, but I believe it is offset at times by bringing for- 
ward a young man such as yourself. Your testimony today has been 
a model of clar ity, and if every witness the committee h: is been obliged 
to have before it would speak and know his business and state it in 
such straightforward fashion, this committee would have found its 
work in the past much expedited. 

I believe that it is generally understood, why the committee has not 
seen fit to deal further or in more detail with this case. It is a pend- 
ing case; and that should answer itself. 

‘You m: ty be excused, Mr. Schwartz. 

Mr. Scuwarrz. Thank you, sir. 

Mr. DeWrnp. Mr. Chairman. could we have a 5-minute recess? 

Chairman Kine. The committee will recess for 5 minutes. 

(Short recess. ) 

Chairman Kine. Mr. MeLean, will you be sworn, please / 

Do you solemnly swear that the testimony you ia about to give 
will be the truth, the whole truth, and nothing but the truth, so help 
vou God ¢ 

Mr. McLean. I do. 


Chairman Kine. Sit down, Mr. McLean, and identify yourself for 
the record, please. 
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TESTIMONY OF R. D. McLEAN, ATTORNEY, CRIMINAL DIVISION, 
DEPARTMENT OF JUSTICE 


Mr. McLean. My name is R. D. McLean. I am an attorney—that 
is R. D. M-c-L-e-a-n. 

Mr. DeWrnp. You started to state your position, Mr. McLean. 

Mr. McLean. Iam an attorney in the Department of Justice, Crim- 
inal Division. 

Mr. DeWinp. Prior to being assigned to the Criminal Division, 
what division of the Department were you in / 

Mr. McLean. In the Tax Division. 

Mr. DeW inp. When did the transfer from the Tax Division take 
effect ? 

Mr. McLean. In February of this year. 

Mr. DeWinp. How long had you been assigned to the Tax Divi- 
sion prior to that? 

Mr. McLean. Since 1947; the latter part. 

Mr. DeWinp. What is your present assignment in the Criminal 
Division, Mr. McLean ? 

Mr. McLean. I am the head of a unit in the Criminal Division, 
known as the Defense Production Controls Unit. 

Mr. DeWinp. Does that mean you are in charge of OPS cases for 
the Department / 

Mr. McLean. That is correct, sir. 

Mr. DeWtnp. Now, the testimony that the committee wishes to 
obtain this afternoon from you, Mr. McLean, relates to the tax fraud 
case against the Washington Beef & Provision Co. and its stock- 
holders, Samuel and Sidney Kolker. That is K-o-l-k-e-r¢ Is that 
how that is spelled ¢ 

Mr. McLean. That is right, sir. 

Mr. DeWinp. And also the Witt Co.. W-i-t-t. Are you familiar 
with those cases, Mr. McLean / 

Mr. McLean. I am, sir. 

Mr. DeWinpv. Were you assigned to handle them while you were 
in the Tax Division of the Department of Justice / 

Mr. McLean. IL was. 

Mr. DeWinp. Can you say whether the two Kolkers were the sole 
owners of the Washington Beef & Provision Co. and the Witt Co. ¢ 

Mr. McLean. I do not recall specifically whether they were or not. 
I would have to refer to the file to answer that. 

Mr. DeWinpv. Can you tell us when this case was first referred to 
the Department of Justice from the Bureau of Internal Revenue / 

Mr. McLean. This case was referred to the Department of Justice 
by the Acting Commissioner of Internal Revenue, William Sherwood, 
by letter dated April 20, 1948. It was apparently received by the 
Department of Justice on the next day, April 21. 

Mr. DeWinp. In the letter referring the case to the Department 
of Justice, can you find the precise sentence on the vectuntiesatiealess | 

Mr. McLean. Yes: I can, sir. 

Mr. DeWinpv. Could you find that and read it 

Mr. McLean. Quoting from the Acting Commissioner’s letter of 
April 20, 1948: 

Dear Mr. Cauprte: The income-tax cases of the above-named corporations 
are respectfully referred to you with the recommendation that Samuel Kolker 
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and Sidney Kolker be prosecuted for willful attempted invasion of the income 
declared value excess profits taxes and excess profits taxes of the Washington 
Beef & Provision Co. for the calendar years 1942, 1943, and 1944, and Witt & 
Co., Inc., for the fiscal years ended February 29, 1944, and February 28, 1945, 
in violation of section 145 (b) of the Internal Revenue Code. 

Mr. DeWinp. Is there any statement in that referral as to the Bu- 
reau’s estimate of the strength of the case / 

Mr. McLean. I believe so, sir. 

Mr. DeWinp. Could you find that and read it, please / 

Mr. McLean. Quoting from the same letter 

After careful consideration, the Bureau is convinced of the guilt of the two 
Kolkers and that convictions may reasonably be expected. 

Mr. DeWinpb. From the attached file, can you state what was the 
alleged deficiency in that case for all the years involved in the original 
referral ? 

Mr. McLean. The figures that I will give you, I am quoting from a 
memorandum prepared by myself. 

Mr. DeWinpv. Pardon my interrupting you. Could you either read 
from that or estimate the total of the deficiencies for all the years 
without breaking them down ? 

Mr. McLean. I will estimate the deficiencies from the basis of the 
memorandum that I prepared, 

Mr. DeWinp. All right. 

Mr. McLean. As to the Washington Beef & Provision Co., this 
corporation—do you want the income figures or the tax figures? 

Mr. DeWinv. No; I would just like to get a single ne if we 
could, of the total deficiencies involved in all the cases. 

Mr. McLean. Tax deficiencies ? 

Mr. DeWinp. That is tax deficiencies; yes. 

Mr. McLean. Apparently the Bureau of Internal Revenue alleged 
that there were deficient taxes of the Washington Beef & Provision 
Co. for the calendar years 1942 to 1944, inclusive, in the amount of 
$117,000 in round figures. 

Mr. DeWinpv. And now the Witt Co.? 

Mr. McLean. For the Witt Co., there was a tax deficiency for the 
fiscal year 1944 and 1945 in the amount of $64,000, in round figures. 

Mr. DeWinp. Were those all of the deficiencies involved ? 

Mr. McLean. Those were the figures, I believe, that were recom- 
mended for criminal purposes. It is possible that there may have 
been different figures for the civil liability. 

Mr. DeWrnp. Well, now, under the normal procedures of the Tax 
Division, was this case assigned to you as soon as it came in? 

Mr. McLean. No, sir; it was not. 

Mr. DeWinpv. How was the case handled ? 

Mr. McLean. The case was originally assigned to another attorney 
in the Tax Division. 

Mr. DeWinp. Did he do anything on the case, or was it assigned to 
you before any work was done on it / 

Mr. McLean. As I recall, sir, there was a series of carmunmeenene 
between him and one or two attorneys with respect to the scheduling 
and holding of a conference. I think the case was assigned to him 
some time in April of 1948, and I think it was reassigned to me from 
him in early September 1948. 
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Mr. DeWinp. Well, did you hold the first conference with the tax- 
payers’ representatives ¢ 

Mr. McLean. I think that is correct. 

Mr. DeWinpn. After whatever conferences you held with the tax- 
payers or their representatives, what was your recommendation on 
the case ¢ 

Mr. McLean. It was my recommendation as indicated by my memo- 
randum to Assistant Attorney General Caudle, dated February 23, 
149, that prosecution against the Kolkers for evasion, willful at- 
tempted evasion, of the taxes of the Washington Beef & Provision 
Co. be had for the calendar years 1942 and 1945, and that they also 
be prosecuted for the willful attempted evasion of the corporation 
taxes of Witt & Co. for the fiscal year ending February 29, 1944. 

Mr. DeWixp. Now, for purposes of simplie itv, Mr. MeLean, can 
we refer to these recommendations from now on simply by vears, the 
vears 1942, 1943, and 1944? 

Mr. McLean. That is all right with me, sir. 

Mr. Kran. Witt & Co. and the Washington Beef & Provision Co. : 
what was the connection between the two of them ¢ 

Mr. McLean. I think that both corporations, sir, were owned by the 
Kolkers, involved here. 

Mr. Kean. And did they both do the same type of business? 

Mr. McLean. I think so. They were both in the meat business, 
wholesale meat. 

Mr. Kean. Witt & Co. was not a suecessor to Washington Beef 
& Provision ¢ 

Mr. McLean. No: I think they existed at the same time. 

Mr. Kean. I notice that you recommended prosecution in 1942 
or 1943 for the Washington Beef & Provision Co.. and in 1944 for 
Witt & Co. 

Mr. McLean. They were both in existence at that time, I am fairly 
certain. 

Mr. DeWrxp. Now, in making these recommendations for prose- 
cution for the vears 1942, 1945, and 144, have you left out some of 
the recommendations made by Internal Revenue ? 

Mr. McLean. I have, sir. 

Mr. DeWtnp. On the grounds that for the other years involved 
there was not sufficient evidence in your opinion ? 

Mr. McLean. That is correct. 

Mr. DeWixp. Now, in making a recommendation for prosecution, 
was it conditioned on hi: wing the. vear 1942 included? 

Mr. McLean. I think that I so stated, if you will permit me to ex- 
amine my records on that. 

Mr. DeWinp. Yes, indeed. 

Mr. McLean. IT would like to quote from the said memorandum, 
dated February 23, to Mr. Caudle. I quote: 

My recommendation to prosecute is conditioned on our being able to get the 
case from the United States attorney in time to save 1942. If that is net pos 
sible at this late date, statute expires on March 13, 1949, and T believe if  ad- 
visable to return the case to the Bureau for additional investigation rather 
than proceed without the year 1942. 

Mr. DeWinp. Now, this memorandum is the one of February 23, 
1949, and it refers to the running of the statute of limitations on 


March 15 of 1949? 
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Mr. McLean. That is correct. 

Mr. DeWinp. So there was a period of approximately 3 weeks left. 

Mr. McLean. That is correct. 

Mr. DeWinpv. Had you previously considered returning this case 
to the Bureau of Internal Revenue for further dev elopment ¢ ¢ 

Mr. McLean. At the time I was considering this case, I did go into 
that question quite seriously. There were certain features to it, as I 
recall, that I would like to have had further word from the Bureau 
on. But,as I saw it, the Department was in this dilemma: that if the 
case was returned to the Bureau at that time, we ran the risk of the 
statute of limitations expiring in the year 1942, which would have 
greatly affected the case adversely. So, rather than do that. I thought 
that the interest of the Government would best be served by going 
ahead with the case we had, as it was before us. 

Mr. DeWinp. 1942, then, was a very important year in the prosecu- 
tion of this case? 

Mr. McLean. That is correct. 

Mr. DeWinp. Now, was there any unusual situation in considering 
the question of presenting evidence in support of the prosecution ? 

Mr. McLean. There was at that time what I considered a rather 
unusual situation. 

Mr. DeWinp. Can you tell the committee what that situation was? 

Mr. McLean. According to the information contained in the report 
on this case as referred by the Bureau of Internal Revenue to the 
Department of Justice, it was indicated that the special agent, Ells- 
worth T. Simpson, I believe his name was, assisting in the investiga- 
tion of this matter, was, at the time the case was pending in the Depart- 
ment of Justice. enploved by the defense law firm. 

Mr. Kran. You say that the special agent who worked for the 
Bureau and investigated the case was later on employed by the law 
firm which was the defendant of the case, or the law firm defending, 
rather? 

Mr. McLean. The law firm defending the Kolkers. That is my 
understanding. 

Mr. Kean. There is no regulation that a special agent should not 
leave the special agents’ office at any time and go into any defendant's 
business, is there ? 

Mr. McLean. I think any official of the Government is prevented 
from leaving his post in the Government and then joining private in- 
terests on the outside and turning around and prosecuting or present- 
ing claims against the Government on the very thing that he had been 
connected with at the time that he was in the Government. 

Mr. Kean. But was this agent, to your knowledge, a lawyer ? 

Mr. McLean. Sir? 

Mr. Kean. Was this agent, to your knowledge, a lawyer ? 

Mr. McLean. I am fairly positive that he was a lawyer. 

Mr. Kean. It would seem to me that there should be some kind of a 
regulation or law or something which would prevent this kind of a 
case. Whether there was anything wrong in this is impossible to tell. 
but it is very easy to see where there could be a tremendous abuse in 
actions such as were taken in this matter. 

Mr. McLean. I think you are correct, sir. I do think that this 
special agent, Simpson, had the right, the privilege, of course, to leave 


‘ 
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the Government service and be employed by a particular law firm. 1 
don’t think there is anything illegal in his joining the defense law 
firm, as long as he kept himself out of this case. I don’t think he 
would have the right to inject himself into this matter. 

Mr. Byrnes. May I inquire here: Do the records show at all when 
this special agent resigned from the Bureau ? 

Mr. McLean. I do not have that information. 

Mr. Byrnes. Counsel, do we have that information / 

Mr. DeWrnp. Yes; we do have. 

Mr. Byrnes. I wonder if this would not be an appropriate time to 
put that into the record ? 

Mr. DeWrnp. The record indicates that the special agent resigned 
from the Government service on March 14, 1947. We do not know 
when he was first employed by the Bureau of Internal Revenue. 

Mr. Byrnes. What was the status of this particular case around 
March 14,1947? Where was it at that point ? 

Mr. McLean. Evidently it was in the Bureau at the time, because 
we didn’t get it, I believe, until April of 1948. 

Mr. DeWinp. For the record, Mr. Byrnes, the Bureau record will 
show that prior to that time, this special agent had written a report 
recommending prosecution in the case and had interviewed the persons 
involved, and the case was still pending in the Bureau of Internal 
Revenue at the time of his resignation. 

Mr. Byrnes. Did this law firm appear at that time in the record as 
the representative of the defendant ? 

Mr. DeWrnp. The answer to that is not immediately available. 
However, I think a further item that will appear now may resolve 
the need for that question. 

Mr. McLean, had the Bureau of Internal Revenue indicated any 
concern that this former agent might prove an unfriendly witness who 
would change his testimony as a a of this change of status? 

Mr. McLean. I do not recall such. There is a possibility that a 
statement to that effect may be in the file, but Tam not aware of it if 
if Is. 

Mr. DeWrnp. I think, Mr. Chairman, at this point in the record it 
should be shown that a statement of this former revenue agent, former 
special agent, in the Bureau files, which had not been sworn to prior 
that time, was considered important by the Bureau of Internal Reve- 
nue: and the former special agent not only did not seek to change his 
testimony but asked the right to execute and swear to that former tes- 
timony, so that the Government would have the benefit of his state- 
ment. 

Mr. Kean. Along that line, it may clarify the position of the spe- 
cial agent, but as far as the law firm is concerned, if they had the case, 
as Mr. Byrnes questioned, before they employed him, there might be 
question as to the propriety of their employing someone when this case 
was before them, which amounted to a considerable amount of money. 

Mr. McLean. For the record, gentlemen, I would like to state this 
with respect to Mr. Simpson: that during the entire period that I had 
this case in the Department of Justice, T never saw Mr. Simpson. I 
have never seen Mr. Simpson in my life, and he never approached me. 
And as far as I know, he took no official part in this case. 

Mr. DeWrnp. Mr. Byrnes, in answer to your question, this firm did 
represent the taxpayer at the time the special agent was first employed 
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by them. There is nothing in the record, so far as 1 know, to show 
that he took any active part in the case after he was hired. So far as 
the record shows, in fact the record + tn tend positively to show, that 
the former special agent conducted himself in every way in a proper 

fashion after he was hired by the law firm. 

Now. you had indicated this unusual situation that you were con 
fronted with. Had that indicated to you, or had the Bureau of Inter- 
nal Revenue indicated to you, that there might be difficulty in ge tting 
this testimony because of this situation that had just been referred (0 / 

Mr. McLean. Certainly, as an attorney reviewing the case for prose- 
cution, I was most disconcerted to learn that the special agent in the 
matter was now outside of the Government and employed ‘by the de- 
fense law firm. 

Ordinarily, in trying a criminal tax case, you depend a great dea} 
upon your special agent, and I was certainly not sure, at the time L re 
viewed this case, just exactly what Mr. Simpson’s role would be. 4 
didn’t know whether he would be a hostile witness or not. | mean, it 
was certainly a disconcerting situation. 

Mr. Kean. There certainly was the ability of the firm to find out 
from one of their employees as to what all the facts that you had in 
the case were, through which you could prosecute. 

Mr. DeWrxp. Mr. McLean, despite this difficulty. vou did, how- 
ever, recommend prosecution for these 3 years ? 

Mr. McLean. | did; sir, on a limited basis. That is, my recom- 
mendation as I saw it reduced the tax deficiencies below what the 
Bureau had recommended to us. 

Mr. DeWrnp. All right. Between February 23, 1949, when you 
recommended prosecution, and March 15, 1949, when the statute of 
limitations would have run on 1942, can you tell us what happened 
in the handling of the case? 

Mr. McLean. I will certainly try. As I have already testified, } 
submitted this case by my memorandum of February 3, I believe. 
The case eventually went to Mr. Caudle, who, of course, ultimately 
decides whether or not there will be a prosecution in a particular case. 

The next thing that I remember on the matter is that Mr. Caudle 
called me in my office. I cannot date this exactly . you, but I know 
it was between February 23 and March 2. Mr. Caudle called and 
said that the Attorney General wished to see us in his office concerning 
this case. 

I then went to Mr. Caudle’s office, and he and I then went to the 
office of the Attorney General. I was asked to remain in the outer 
lobby. Mr. Caudle went in; I believe stayed 10 or 15 minutes. He 
came out and said, as I recall, “The Attorney General wants to secure 
a secret indictment on this case for the year 1942.” 

Mr. DEW rnp. Could you tell the committee what, if any, signifi- 
cance a secret indictment has, as against an open indictment ? 

Mr. McLean. Well, it is not an open matter for the public. The 
public knows nothing about it. The indictment is sealed. No one 
knows anything about it. 

Mr. DeWrnp. What is the purpose for a secret indictment / 

Mr. McLean. The purpose, of course, in this particular matter was 
to preserve the statute of limitations, so we wouldn’t lose the year 
1942. And in securing an indictment like that, it would give the De- 
partment more time to look into these matters that we were concerned 
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with. And undoubtedly these were matters that we should be con- 
cerned with. 

To continue, Mr. Caudle and I came back downstairs. He told me 
then to get the case moving and to have Mr. Flynn, United States 
attorney in Baltimore, secure a secret indictment for the year 1942. 

Mr. DeWrnxp. Now, at that point, Mr. McLean, do your files dis- 
close a memorandum from outside the Department relating to the 
case ¢ 

Mr. McLean. By that do you mean written by a party that is not 
employed by the Department of Justice ? 

Mr. DeWINp. Yes. 

Mr. McLean, There is. 

Mr. DeWinv. Would you describe that memorandum or state from 
whom the memorandum was ¢ 

Mr. McLean. This memorandum is from Representative James H. 
Morrison, Sixth District of Louisiana. It is dated February 28, 149. 
It is entitled “Memorandum for Hon. Tom C. Clark, Attorney 
General.” 

Mr. DeWinp. Could you state the substance of that memorandum, 
briefly / 

Mr. McLean. I would rather read it. 

Mr. DeWrnpb. The whole memorandum? How long is it / 

Mr. McLean. It is very short. 

Mr. DeWinp. All right. Go ahead. 

Mr. McLean. The memorandum is “In re: Witt & Co., Inc., Wash- 
ington Beef & Provision Co., Inc., Samuel and Sidney Kolker.” 

I quote the memorandum. 

This is an income-tax case which is being handled by R. D. McLean, of the Tax 
Division. He has made a recommendation in said matter and has forwarded it 
to the Assistant Attorney General, Mr. Caudle. Since the income for 1942 is one 
ef the years in question, it will be proscribed after March 15, 1949, and therefore 
matter will probably be acted on immediately. 

When the agents from Internal Revenue were making their investigation, they 
assured all above parties that if they would volunteer information there would 
be no prosecution. They volunteered all information requested by the Revenue 
Department. Respectfully request that when matter is acted upon it be re- 
turned to the Internal Revenue Department with recommendation that there 
be no criminal prosecution. 

Mr. DeWinpb. Could you briefly explain what if any significance 
the cooperation of the taxpayers would have on prosecution 4 

Mr. McLean. Yes, I think Lean. Because 1 believe it was in 1945 
that the Secretary of the Treasury made public an announcement re- 
garding an administrative policy, that if a Me ixpayer who owed taxes to 
the Government, whether it be a criminal or a civil offense, would come 
forward, volunteer all information necessary to the correct determina- 
tion of those tax liabilities before the commencement, formal com- 
mencement, of any investigation regarding him, he would not be 
prosecuted. 

Mr. DeWinpb. This case did not fall within that policy, did it? 

Mr. McLean. It came very close to it, I would say. Because it 
appears from my recollection of the case that it was contended that the 
agents in this matter, in return for disclosures, that is, voluntary dis- 
closures, would—— 

Mr. DeWinp. Then isn’t it fair to say, Mr. McLean, that this was 
not a case of a voluntary disclosure prior to investigation, but a dis- 
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closure of materials that was based on some alleged promise of im- 
munity after investigation had been begun / 

Mr. McLean. I agree with you. From a legal standpoint, it was 
determined that there was no voluntary dise ‘losure, as a legal proposi- 
tion, but that element ws injected into the case. 

Mr. DeWinp. In oth: . words, the taxpayers were claiming they 
had received some sort of promise of immunity from the Bureau 
agents / 

Mr. McLean. That is correct, in return for disclosures. 

Mr. DeWinpv. And if in fact those promises of immunity had been 
made in return for the disclosures, the evidence disclosed might have 
been disqualified 

Mr. McLean. That is correct. 

Mr. DeWinp. Lam sorry. I just wanted to get that situation clear. 
Now, could you go ahead? Did you finish reading the memorandum 4 
I think you did. 

Mr. MeLean. I did, sir. 

Chairman Kine. Before you proceed, Mr. McLean: You would not 
feel, in circumstances of this sort, any compulsion to alter your opin- 
ions upon receipt of a letter or memorandum from a Member of the 
House or the Senate, would you / 

Mr. McLean. Definitely not, sir, unless it went to the merits of the 
ease. 

Chairman Kine. And you would not consider that this communi- 

eation of Representative Morrison was improper in any sense? 

Mr. McLean. That is a very difficult question, to answer, sir. 

Chairman Kine. How would you explain it. yourself, Mr, McLean / 

Mr. McLean. Let me state it this way, without saving whether it 
is improper or not improper. 

Of all the cases that T have handled in the Department of Justice, 
the Congressman in this matter performed more of the functions, as 
I saw it, of a defense counsel, than any other case T had handled. 
Most congressional Inquiries, speaking from mv own personal experi- 
ence, do not go this far. 

Mr. Kean. You considered that he had made a recommendation / 

Mr. McLean. I considered that he had made a recommendation. 

Mr. Kean. Just by that memorandum? Or by other actions that 
he took? 

Mr. McLean. By this memorandum he certainly indicated his 
feeling on the case, and, in addition, I believe he had submitted some 
evidence in this case, which took the form of affidavits, which I be- 
lieve were submitted to the Attorney General. These aflidavits—— 

Mr. DeWinp. Mr. McLean, excuse my interrupting you in your 
answer. What you are referring to came later in the case, did it not? 

Mr. McLean. I believe so. 

Mr. DeWixp. Now, following this conference that you had with 
Mr. Caudle about the secret indictment, and then this memorandum 
you just read, what did you next do in the case? 

Mr. McLean. My next act in this matter was that on March 2, 1949, 
I personally delivered the file to the United States attorney in Balti 
more, carrving with me a letter of authorization for him to secure 
a secret indictment for the vear 1942. 

Mr. DeWinxp. Was that done, Mr. McLean ? 

Mr. McLean. That was not done. 
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Mr. DeWinn. What did happen? What did the United States 
attorney in Baltimore dof Was that Mr. Bernard J. Flynn? 

Mr. McLean. That is correct. 

Mr. DeWrnp. What action did he take? 

Mr. McLean. He did file a complaint before the Commissioner of 
the United States on, I believe, March 7, 1949—yes—in accordance 
with the provision in the Internal Revenue Code, which provides for 
the filing of a complaint before the Commissioner for the purpose of 
extending the period of limitatons. 

Mr. DeWrnp. How long did this extend the statute of limitations 
in that particular case? 

Mr. McLean. I cannot state that as an absolute matter of fact or 
certainty. There is some question which has been raised from time 
to time about that internal-revenue provision. 

Mr. DeWinp. Then we could put it this way: Could you say the 
minimum period for which it was extended ? 

Mr. oe yey I had computed that this would extend the period 
in this case from 1942 until August 30, 1949. 

Mr. DeWrnp. So up to that time you felt pretty safe about the 
1942 year? 

Mr. McLean. That is right. 

Mr. DeWinp. Allright. That took place on March 7, 1949. What 
was the next significant development in the case ? 

Mr. McLean. The next step that I see, that I took, apparently was 
on April the 11th, 1949, in which, according to a memorandum that 
I prepared for the file on that day, I say: 

Pursuant to Mr. Caudle’s decision to grant a continuance of 2 weeks in the 


above case at request of defense counsel, IT called Mr. Flynn in Baltimore on 
April 18, 1948-—— 


it should be 1949— 


and informed him thereof. Mr. Flynn stated he would hold the case in abeyance 
until further instructions from the Department. 

Mr. DeWinp. You referred just a few minutes ago to some addi- 
tional affidavits that were submitted. When did those come into 
the case? 

Mr. McLean. There is a letter in the file here from Congressman 
Morrison, of Louisiana, dated April 21, 1949, addressed to Hon. Tom 
C. Clark, in which, among other things, he said that he is attaching 
original copies of four affidavits by Benjamin F. Regardie, Joseph B. 
Danzansky, Sidney Kolker, and Samuel Kolker, which are self- 
explanatory. 

Mr. DeWinp. Was there a letter or memorandum which accom- 
panied these affidavits? 

Mr. McLean. Yes. The affidavits apparently were attached to the 
letter that I referred to. 

Mr. DeWinp. I see. Let me say this. How long is that letter? 

Mr. McLean. Well, it is a page and a half. 

Mr. DeWinp. Could you tell the committee the substance of the 
letter? Then we can put the whole letter in the record. 

Mr. McLean. He begins by contending that the enclosures substan- 
tiate the things that he had been previously discussing with the 
Attorney General. He goes on to say that he has known Mr. Danzan- 
sky for 5 years, that the gentleman enjoys a fine reputation for honesty 
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and ability. He also personally gives a fine send-off to Mr. Regardie, 
says that he has a good reputation as a certified public accountant ; that 
he does not believe that the men just mentioned would jeopardize ‘their 
professional standing to represent anything that they knew was not the 
exact truth. He speaks of the war service of three sons of Samuel 
Kolker. He then urges 

Mr. DeWinp. That portion of the letter you might read, since that 
is the main part of it. 

Mr. McLean. All right. I quote. This is on the second page ot 
the letter: 





I therefore fee! that from these additional facts, this matter merits your 
favorable attention, and 1 respectfully request that the matter be referred to the 
Bureau of Internal Revenue for a computation of the correct tax liability, with 
the proviso that no criminal prosecution be recommended. 

Mr. Kean. For the matter of the record, who are those first two 
gentlemen that were referred to‘ 

Mr. McLean. Joseph Danzansky is the attorney representing the 
Kolkers; Joseph B. Danzansky. Benjamin Regardie was the ac- 
countant that assisted Mr. Danzansky. 

Mr. DeWrxv. Could you spell those two names, so that there would 
be no mistake about it ¢ 

Mr. McLean. Yes. D-a-n-z-a-n-s-k-y. 

Mr. DeWrnp. His name is Joseph B. ! 

Mr. McLean. Joseph B. And then the other is Benjamin F. 
Regardie, R-e-g-a-r-d-i-e. 

Mr. DeWixp. Mr. Chairman, may the entire letter dated April 21, 
1949, addressed to the Honorable Tom C. Clark from James H. 
Morrison, be made a part of the record ? 

Chairman Kine. If there is no objection, it is so ordered. 

I might suggest, Mr. Counsel, that the entire letter be read. I 
believe that it would be helpful to the committee to have the full 
content. It is not too lengthy. 

Would you mind, Mr. Mele: an, reading the letter ¢ 

Mr. McLean. Not at all, sir. It is dated April 21, 1949, and is 
directed to the Honorable Tom C. Clark, Attorney General, Depart- 
ment of Justice, Washington, D.C. 

Re Washington Beef & Provision Co., Inc.; Witt & Co., Inc.; Samuel Kolker ; 
and Sidney Kolker. 

(The letter referred to, which was read at this point by Mr. McLean, 
follows :) 

APRIL 21, 1949. 

My Dear ArrorNeEY GENERAL: In connection with a memorandum which I filed 
recently regarding the above matter, I am attaching herewith original copies of 
four aflidavits by Benjamin F. Regardie, Joseph B. Danzansky, Sidney Kolker, 
und Samuel Kolker, which are self-explanatory. 

These enclosures substantiate in affidavit form the above-mentioned memo 
randum which I have previously filed with you, and my discussions with you 
in regard to this matter. 

| have known Mr. Joseph Danzansky for more than 5 years, and I know of no 
lawyer in Washington who enjoys a finer reputation for honesty, ability, and 
conscientious performance before the Washington bar and the governmental 
agencies than he does. I, therefore, feel that his affidavit bears considerable 
weight in this matter. 

I do not personally know Mr. Regardie, but [I have taken the trouble and time 
io investigate his reputation as a certified public accountant in Washington 
and tind he enjoys a splendid and most enviable reputation, and is president 


91550 52—pt. 2 40 











1540 INTERNAL REVENUE INVESTIGATION 


of the Certified Public Accountants Institute of this city, and is a professor 
of accountancy at the Georgetown University. 

It is my earnest belief that these two men would not jeopardize their pro- 
fessional standing to present anything to you except that which they know to 
be the exact truth, 

The other two atfidavits are signed by Sidney Kolker and Samuel Kolker, the 
taxpayers. I have known Sidney Kolker for many years, and he enjoys a 
splendid reputation in Washington as a businessman. 

I am not as well acquainted with the father, but, upon investigation, I find 
that among his business associates he, too, enjoys a splendid reputation for 


honesty and enterprise. 
In addition to the foregoing, three of Mr. Samuel Kolker’s sons and Sidney 


Kolker’s brothers are veterans, having served in World War IL. One of the 
sons saw eXtensive combat duty in the Pacific, and another son saw extensive 
combat duty in the European theater. The third son was in the Medical Corps 
of the United States Navy. The two veterans who did combat service are 
now engaged in business with their father, Samuel Kolker, and brother, Sidney 
Kolker, at the Washington Beef & Provision Co., and Witt & Co., Ine. 

I, therefore, feel, with these additional facts, this matter merits your favorable 
consideration, and I respectfully suggest that the matter be returned to the 
Bureau of Internal Revenne for computation of the correct tax liability with 
the proviso that no criminal prosecution be recommended. 

Realizing that the Department of Justice has always taken the position that 
fair play and equitable treatment to all persons are of paramount importance, 
Iam thereby prompted to feel that IT am justified in making the above suggestion 
to your Department. 

I would like at this time to express my appreciation for the Department's 
cooperation and courtesies extended in this matter. 

With kindest personal recarde and best wishes, [am 


Sincerely yours, 
JamMeES H. Morrtson, 
Vember of Congress. 


Mr. DeWinxp. Now, Mr. MeLean, after that, did you refer this 
case back to the Bureau of Internal Revenue for further investigation 
prior to the end of August of L949 4 

Mr. McLean. I did, sir. 

Mr. DeWinxp. Did that investigation relate to this alleged promise 
of immunity ¢ 

Mr. McLean. That is true. 

Mr. DeWixp. And that was the matter on which the former special 
agent's memorandum was important: that is, he had a memorandum 
which he swore to, that there had been no promise of immunity; is 
that correct ¢ 

Mr. McLean. I don’t believe I quite follow you there, sir. 

Mr. DeWixp. Well, in connection with this question of promised 
immunity, the former special agent would be one person who would 
be questioned as to any promises of immunity 

Mr. McLean. Oh; that is correct. 

Mr. DeWrinp. And was that the matter you had had some concern 
about, as to whether he would stand up to his earlier position that 
there had been no promise of immunity ? 

Mr. McLean. That is correct. 

Mr. DeWrinp. And in fact, he did stand up to that position / 

Mr. McLean. That is correct. 

Mr. DeWinp. All right. Now, when was it referred back to the 

sureau for investigation? Can you name the date? 

Mr. McLean. It was referred by Department letter dated April 
25, 1949. 


Mr. DeWtnp. To whom was it referred ? 
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Mr. McLean. Hon. Charles Oliphant, Chief Counsel, Bureau of 
Internal Revenue. 

Mr. DeWinv. Now, while that investigation was going on, was Mr. 
Flynn instructed to take no action on the case / 

Mr. McLean. That is correct. 

Mr. DeWinv. Was Mr. Oliphant advised that while the Bureau of 
Investigation was going forward, Mr. Flynn would take no action on 
the case ¢ 

Mr. McLean. As I notice from the letter, 1 see that it Says: 

Further consideration in this case will be held in abeyance pending your reply. 

Mr. DeWinp. That is the letter of April 25, 19494 

Mr. McLean. That is correct. 

Mr. Kean. That was the letter from Mr. Flynn to Mr. Oliphant ? 

Mr. McLean. No, sir: that is the letter from Mr. Caudle, as head 
of the Tax Division, back to Mr. Oliphant of the Bureau. 

I wish for the record’s sake, here, to also indicate that in the last 
paragraph of that letter the Department set out that this matter was 
pending before the United States attorney in Baltimore, and that the 
proceedings could not be delayed too indefinitely beeause of the re- 
quirements of section 5748 of the Internal Revenue Code. 

Mr. DreWInp. That is the statute of limitations provision / 

Mr. McLean. Yes. 

Mr. DeWinv. All right. Now, you have said that you thought the 
statute was certainly open until the end of August. Before the end 
of August. did you do anything about the matter / 

Mr. McLean. Yes, I did. 

Mr. De Winn. What cid vou do / 

Mr. McLean. According toa memorandum for the file that I pre 
pared, I, during the period August 22 to 29, 1949, held various con- 
versations, both oral and telephonic, with officials of the Bureau of 
Internal Revenue, seeking whether the Government was going to 
secure an indictment for 1942. 

Mr. DeWinp. Did you speak personally to Mr. Oliphant about it / 

Mr. McLean. I did, sir. IL spoke to Messrs. Oliphant, Leming, 
Campbell, and Uhler of the Bureau. according to my records, 

Mr. DeWinp. Does your record indicate that vou told Mr. Oliphant 
how important the vear 1942 was/ 

Mr. McLean. I did, sir, because that was the reason for my calls. 

Mr. Byrnes. How many times did you call him during that period 4 

Mr. McLean. I would not know, sir. I see that I have used it in 
the plural sense. I say that I held several conversations. [ do not 
know whether that was two, three, or what it may have been. 

Mr. Byrnes. You called Mr. Oliphant and talked to him about this 
matter more than once, however ‘ 

Mr. McLean. | could not say definitely. I do not recall. 

Mr. DeWinp. But you can say you made several calls 

Mr. McLean. I do know positively that I called various officials 
in the Bureau during that period, August 22 to 29, trying to see 
whether or not we would get this material. 

Mr. DeWrnp. Prior to that period, had you had any communica- 
tion directly to you from Congressman Morrison ¢ 
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Mr. McLean. It is possible, but my only recollection is that I held 
one telephone conversation with the Congressman. It is possible that 
I could have held more. 

Mr. DeWrnp. Do you remember what the conversation was in that 
one telephone call? 

Mr. Mclrax. I do not remember the substance of the eall. 

Mr. DeWrnp. Allright. After your conversations with the Bureau 
of Internal Revenue by telephone in August, were you satisfied with 
the way the thing was ‘proceeding ? 

Mr. McLean. Well, I was getting fearful about the case, because 
I was aware of the fact that we were going to lose 1942, which was 
a critical year, according to my belief, on August 30. And T was 
quite concerned about the matter at that time. 

Mr. DeW inp. What did you do about it? 

Mr. McLean. I spoke to Mr. Smith, I believe. about it, who, 1 be- 
lieve, then was the chief of the section, the Criminal Tax Section— 

Mr. DeWrnp. That was Mr. Turner Smith ? 

Mr. McLean. That was Mr. Turner Smith. In order that he would 
be fully advised of what was going on. That is, not what was going 
on, but the status of the matter. 

Mr. Smith then instructed me to proceed to Baltimore, on August 
29, to talk to Mr. Flynn about the possibility of preserving 1942 by 
continuing that grand jury in session. Because when that grand jury 
was discharged, if it were to be discharged, on August 30, then the 
statute of limitations would run. 

Mr. DeWrnpv. Well, had Mr. Smith indicated to you that there 
would necessarily be some delay in getting the case before the grand 
jury? 

Mr. McLean. Mr. Smith? 

Mr. DeWirnp. Yes, Mr. Smith, you said, told you to go to Balti- 
more to try to extend the time. Was there any reason he had indi- 

cated to you why an extension of time would be desirable or necessary / 

Mr. McLean. Oh, yes. According to my record in this matter, my 
memorandum for the file dated August 31, 1941—I would like to quote 
therefrom. 

Mr. DeWinp. All right. 

Mr. McLean (reading) : 


om August 29, 1949, Mr. Turner Smith advised the writer— 


that is me- 


that Mr. Oliphant during a telephone conversation had informed him that he, 
Oliphant, had promised Congressman Morrison of Louisiana a conference in the 
matter, that Mr. Morrison was in Louisiana and would not return until Septem- 
ber 10, 1949. Mr. Smith stated that Mr. Oliphant requested the Department to 
hold the matter up until the conference was held. 

Mr. DeWinp. Did Mr. Smith make any record in the file? Any 
memorandum in the file? 

Mr. McLean. Yes, I see that he has made a record. 

Mr. DeWrnp. What is the date of that memorandum ? 

Mr. McLean. August 29, 1949. 

Mr. DeWinp. Could you read that? Is it short? 

Mr. McLean. It is about half a page. 

Mr. DeWrnp. All right. Read it, please. 

Mr. McLean (reading) : 
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Mr. Oliphant called me at noon on this date, stating that he had a commit- 
ment to hold a conference in this matter with Congressman Morrison of Louis- 
iana ; that he had made an effort to locate Mr. Morrison today and learned that he 
was in Louisiana and would not return until the 10th of September; and that in 
view of this commitment to Mr. Morrison, he was requesting the Department to 
hold the matter without any further action until he does have his conference with 
the Congressman, 

Mr. Oliphant is writing the Department to this effect today. I have relayed this 
information to Mr. MeLean. In an effort to avoid losing 1942, I am asking Mr. 
McLean to go to Baltimore this p. m. and discuss the entire situation with 
United States attorney Flynn and see if there is any possibility of avoiding the 
passing of the tax year 1942. 

Mr. DeWinp. That trip you did make, to Baltimore? Is that right / 

Mr. McLean. I did. 

Mr. DeWinp. Were you able to arrange any way to extend the 
statute / 

Mr. McLean. | was not. 

Mr. Krvx. Mr. Oliphant, therefore, knew that the statute was about 
to expire, but because of a promise he had made to a Congressman that 
it would not be taken up before the 10th of September, he let the 
Government lose this amount of money ¢ 

Mr. McLean. Mr. Oliphant, at this time, as I recall, was aware of 
the fact that the statute of limitations was due to expire on August 30, 
1949. 

Mr. Kean. I made a mistake in my statement. Of course, there is 
no statute of limitations on the prosecution of civil matters. We do not 
lose the money. 

Mr. McLean. Just the criminal. That is right. 

Mr. Kean. We let the person out of jail, who should probably go to 
jail. 

Mr. McLean. That is right. 

Mr. DeWixv. Had you again told Mr. Oliphant at that time the 
importance of the year 1942 to the case / 

Mr. McLean. I believe I did tell him, sir. 

Mr. DeWinp. Did you tell him what would happen if the year 142 
was allowed to be barred ¢ 

Mr. McLean. I am quite positive that 1 indicated to the Burean 
that the loss of 1942 would be critical to the case. 

Mr. DeWinp. Was that in a conversation with Mr. Oliphant, do 
you recall? 

Mr. McLean. I think that is true. 

Mr. DeWinv. Well, can you be more certain about it than that’ If 
you can’t be sure, I obviously don’t wish you to say you are, but if you 
can be certain 

Mr. McLean. I am having to depend upon recollection pretty much 
to answer that question with absolute certainty. I am quite positive 
in my mind that during this conversation with Mr. Oliphant and the 
other officials in the Bureau, I had indicated that we were about to lose 
1942, and that it was an important year in the case. 

Mr. DeWinp. Did Mr. Oliphant communicate with the Department 
of Justice by letter concerning the holding up of the case ? 

Mr. McLean. Yes, he did. 

Mr. DeWinp. Could you read that letter, if it is not too long’ 

Mr. McLean. This letter is dated August 31, 149, addressed to 
Hon. Theron L. Caudle, Assistant Attorney General, Tax Division, 














1544 INTERNAL REVENUE INVESTIGATION 


Department of Justice, in re: Witt & Co.. Inc., Washington Beef & 
Provision Co., Washington, D. C. 

Dear Mr. Cavoite: Reference is made to your letter dated April 25, 1949 * 
transmitting certain affidavits made by Messrs. Benjamin F. Regardie, Joseph 
B. Danzansky, Samuel Kolker, and Sidney Kolker in the above-entitled cases, 
In your letter you request that the affidavits be checked with a view to deter- 
mining whether or not they are accurate and further determining the actual 
representation, if any, made by former Special Agent Simpson and Revenue 
Agent Leese to the taxpayers in the prsence of Mr. Danzansky and Mr. Regardie. 

Upon receipt of your letter, I issued instructions for the taking of the testi- 
menies not only of former Special Agent Simpson and Revenue Agent Leese, 
but also of all other individuals in the Bureau who were concerned with the 
development of these cases. The taking of the testimonies has only just recently 
been completed and, before transmitting the transcripts thereof to you with my 
views, I am obliged to give Congressman James H. Morrison, Louisiana, a con- 
ference in accordance with arrangements previously made. At present, the 
Congresstinan is in Louisiana and will not return before September 10. 

In the circumstances and in view of my commitment to Congressman Mor- 
rison, [ do not feel justified in making any recommendation in these cases until 
after I have heard what Congressman Morrison may have to present. 

Mr. DeWinp. I believe I heard you read in that letter a statement 
that the affidavits of the various revenue agents involved were on 
hand, had been obtained ? 

Mr. McLean. I believe that he stated that he was taking testimonies. 

Mr. DeWtnp. He was taking testimonies? Or he had them? 

Mr. McLean. “Just recently been completed,” I thought he said. 

Mr. DeWinp. Yes; that is what I thought. So in August of 1949 
the testimony of the various revenue agents was on hand? 

Mr. McLean. Apparently so. 

Mr. DeWinpv. At that point, 1942 was allowed to go by ¢ 

Mr. McLean. That’s right. 

Mr. DeWinp. All right. When would the year 1945 have been 
barred by the statute of limitations? 

Mr. McLean. According to my record made in the case of March 
14, 1950, the statute for 1943 would expire on March 15, 1950, 

Mr. DeWinp. March 15, 1950? 

Mr. McLean. That is correct. 

Mr. DeWinp. Now, did Mr. Oliphant ever return the case to the 
Department of Justice for the remaining 2 years, 1945 and 1944? 

Mr. McLean. Let me clarify that somewhat. You use the word 
“case.” Physically, the case itself was in the hands of Mr. Flynn 
at this time. 

Mr. DeWixv. Yes. Tam sorry. I shouldn't have said that. Did 
he return the investigative files to you? 

Mr. McLean. You mean did he supply us with the information we 
requested ? 

Mr. DeWinp. Yes. 

Mr. McLean. He did. 

Mr. DeWinp. When was that done? 

Mr. McLean. March 14, 1950. 

Mr. DeW inv. The statute of limitations ran on—— 

Mr. McLean. March 15. 

Mr. DeWinp. When did you receive the investigative material that 
you had requested ? 

Mr. McLean. I couldn’t say exactly. I notice here written on the 
letter, “Received from special messenger, 10:23 a. m., 3-14-50.” 

Mr. DeWrnp. 3-14-51? 

Mr. McLean. Yes. 


* * 
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Mr. Byrnes. Could I go back just a step at this point, Mr. DeWind ¢ 

This conference the Congressman wanted to have which caused the 
delay, does the file reveal that anything resulted from that confer- 
ence other than the running of the statute of limitations for this one 
year? Was it productive for anybody’s purpose ¢ 

Mr. McLean. The file that I have before me does not indicate what 
results, if any, came from that conference. 

Mr. Byrnes. Does it show that a conference was actually held? 

Mr. McLean As | look over this letter hurriedly, it does not appear 
that such a conference was held; but L would like to have time to very 
closely examine it for that purpose. 

Mr. DeWinv. Mr. Byrnes, our examination of the records so far 
has indicated that there was a conference, but the only record of it 
is contained in Mr. Oliphant’s private file, which is not here at the 
moment. 

Mr. Byrnes. Are you going into the question, Mr. DeWind, of what 
the record shows as to why this material was delayed until March 14 
in being sent to the Department / 

Mr. DeWinp. I don't think that Mr. McLean can testify as to those 
reasons. 

I don’t think vou know anything about that, do you, Mr. McLean ¢ 

Mr. McLean. What is that again, sir? 

Mr. DeWrnp. As to why between August 1949, when all these tes- 
timonies had been prepared, and March 14, 1950, you hadn't received 
them / 

Mr. McLean. I do not know. 

Mr. Kean. Mr. Oliphant locked the barn door, but the horse had 
already heen stolen. 

Mr. DeWinp. I think, Mr. Byrnes. that that would be a matter 
that would have to be asked of Mr. Oliphant directly. 

Mr. Byrnes. I thought maybe there might be something in the 
file. 

Mr. DeWinp. There might have been. I think in fact there is not. 
Even the Bureau of Internal Revenue tiles do not disclose any such 
reason, 

Mr. Byrnes. Do the files disclose a continuous effort on the part 
of the Department to call the attention of Mr. Oliphant to the fact 
that vou were going to lose another vear if vou did not get the desired 
information 4 

Mr. McLean. I did do this. sir: After the loss of the vear 142 in 
August, several months passed. I began to be concerned about the 
matter again, because I didn’t want to see 1945 lost. LT had not, as 
L recall, heard from the Bureau at that time: so, 1 did prepare a mem 
orandum for Mr. Caudle on January 3, 1950, in which I attempted 
to recall for him all the circumstances that had occurred, all the 
developments that had occurred in this matter, and advised him that 
the next vear that would be lost would be 1945, and that L thought 
that this matter should be brought to his attention. IT did that on 
January 3. That is my response in reply to your question: What 
did the Department do? 

Mr. Byrnes. You do not have any recollection of any more tele 
phone calls, though, between August 29 of 1949 and this memorandum 
of 1950? 


Mr. McLeawn. I do not. 
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Mr. DeWinv. Do you have any record of any reply either from 
Mr. Caudle or from Mr. Turner Smith to you concerning the holding 
up of the case in 1950 ¢ 

Mr. McLean. Would you repeat that again? 

Mr. DeWinp. Do you find any memorandum to you or any com- 
munications to you from either Mr. Caudle or Mr. Turner Smith 
concerning the holding up of the case in 1950? 

Mr. McLean. Well, in reply to my memorandum that I have just 
discussed, dated January 3, 1950, I would like to read for the record 
the comments on that memorandum. I mean, that is part of our 
procedure in the Department, where the initial attorney makes a 
recommendation or states a fact or whatever he may be doing. His 
superiors then place their comments at the end of that memorandum. 
So, in answer to your question, [ would like to put my answer in that 
form. 

Mr. DeWinp. Yes; if you would. 

Mr. McLean. This is a document signed by Mr. Turner Smith and 
appended to or typed on, rather, the last page of ny memorandum: 

My telephonic understanding with Mr. Oliphant was to the effect that he felt 
committed to give Congressman Morrison a hearing and that we would withhold 


further action in the case pending completion of this conference and advice by 
the Bureau on the question of alleged promise of immunity. 


Following that is a comment of Mr. Caudle, which says: 

I do not think much of this case with the facts as they are and am reluctant 
to pursue the matter further unless it is required by the Bureau—only 1 year 
left of a rather blown-up case. 

Mr. DeWinpv. What is the date of that / 

Mr. McLean. Mr. Smith’s comments are dated January 9, 1950, 
and Mr. Caudle’s is dated January 18, 1950, 

Mr. DeWinpv. Now, that second note you read was Mr. Caudle’s 
note? Is that right? 

Mr. McLean. I think I should clarify this. That is a typewritten 
transcription of his handwriting. I would not attempt to read his 
handwriting; so, | am reading the typewritten transcription. 

Mr. DeWinp. That purports to be a typewritten copy of the hand- 
written note / 

Mr. McLean. That is correct. 

Mr. DeWinpv. In Mr. Caudle’s handwriting ? 

Mr. McLean. That is correct. 

Mr. DeWinpv. Then Mr. Caudle apparently recognized the impor- 
tance of the 1942 year, which was then closed / 

Mr. McLean. I presume so. 

Mr. DeWrinp. Well, now, did Mr. Flynn make any inquiry before 
the 1943 year ran ? 

Mr. McLean. I see a letter here from Mr. Flynn dated September 
20. 

Mr. DeWinp. No; I mean toward the end of the period when the 
1943 year was about to run, probably in February of 1950. 

Mr. McLean. Yes; I find a letter here of February 15, 1950, from 
Mr. Flynn. 

Mr. DeWinp. What was that? A letter inquiring as to what should 
be done with the case? 

Mr. McLean. Shall I read it? It is very short. 

Mr. DeWrnp. All right. 
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Mr. McLean. This is addressed to the Attorney General, in re the 
Washington Beef & Provision Co., Inc., Witt & Co., Inc., Samuel and 
Sidney Kolker, under date of September 26, 1949: 


You advised that you were awaiting information from the Bureau of Internal 
Revenue as to whether or not the investigating agents made any promise of 
immunity from criminal prosecution to the taxpayers, and that as soon as this 
information was received you would advise me. Since that time I have heard 
nothing from you. As I desire to dispose of this matter as promptly as possible, 
I would appreciate your advices without delay. 

SERNARD J. FLYNN. 


Mr. DeWinv. What reply, if any, was given to Mr. Flynn? 

Mr. McLean. The Department replied to Mr. Flynn’s letter. Shall 
I read it? 

Mr. DeWinp. Yes; if it is short, or give us the gist of it. 

Mr. McLean. It is very short. It says that receipt of the letter 
dated February 15, 1950, with respect to the above-named case, is 
acknowledged, and it advised that that office is still awaiting the reply 
of the Bureau of Internal Revenue and that upon receipt of the 
information— 
you will be advised promptly of the Department's position in the matter. Until 
you hear, however, it is requested that the case be held in abeyance. 

Mr. DeWinp. Now. on March 14, when Mr. Oliphant transmitted 
the testimony that he had referred to the prior August, is that letter 
in the file? 

Mr. McLeaw. I think it is, sir. 

Yes: it is. 

Mr. DeWinp. That is just a letter of transmittal, is it, in sending 
the testimonies ? 

Mr. McLean. Well, it contains more than that. 

Mr. DeWinp. Go ahead and read that. 

Mr. McLean. Shall I read it? 

Mr. DeWinv. Yes; if you would. 

Mr. McLean. This is addressed to Mr. Caudle, in re Washington 
Beef & Provision Co., Witt & Co., Ine. 

Dear Mr. CaupLe: Further reference is made to your letter of April 25, 1949 
* * * forwarding affidavits of Messrs. Benjamin F. Regardie, Joseph B. 
lanzansky, Sidney Kolker, and Samuel Kolker—— 

Mr. DeWrnp. A little bit slower, please. T can’t follow. 

Mr. McLean (reading) : 
of Messrs. Benjamin F. Regardie, Joseph B. Danzansky., Sidney Kolker, and 
Samuel Kolker, and requesting that the affidavits be checked with a view to de 
termine whether or not they are accurate and further determining the actual rep- 
resentation, if any, made by former Special Agent Simpson and Revenue Agent 
Leese to the Kolkers in the presence of Mr. Danzansky and Mr. Regardie. 

In view of the contentions contained in the affidavits, this office has caused 
statements to be taken from all present and former Bureau employees who 
had any contact with the Kolkers and their representatives in the above cases. 
Attached herewith in this connection are copies of statements of former Special 
Agent Simpson, former Internal Revenue Agent Morris, Revenue Agent Leese, 
Special Agent-in-Charge John R. Cox, Special Attorneys Carpenter and Stein. 
and Assistant Head Shroyer of the Penal Division. From these statements it is 
Clear that no promises or inducements were made by any Burean employee or 
official to the Kolkers for information. 

As respects the matter of voluntary disclosure, it is a provable fact that the 
investigation was initiated by the agents long prior to the furnishing of any 
information to thens by the taxpayers: and, as before mentioned, no induce 
ments or promises were held out by anyone in order to obtain such information 
as may have been furnished by the taxpayers, their cooperation being limited 
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to an explanation of what the agents discovered. Obviously, under these cir- 
culustances, a voluntary disclosure was het made. You may conclude, however, 
that from a trial standpoint the controversy surrounding what was said and done 
between the agents and the taxpayers is such as to affect the outcome adversly ; 
and, of course, your decision will be respected, 

Inasmuch as there are only two items of unreported specific income aggregating 
$13,222.22 in the case of the Washington Beef & Provision Co, for the year 1943, 
it neay well be that considerable difficulty would be encountered in proving a 
criminal case for that year. The other items for this year aggregated $80,457.80, 
and consist of bank deposits represented by (1) cash credited to corporation 
exchange account later withdrawn and deposited in Sam Kolker’s personal 
account, (2) cash handled in excess of cash available from known sources, (3) 
a check deposited in the Sidney Kolker account, and (4) credits by the corpora 
tion to Sam Kolker’s personal account. Such items are, of course, controversial 
for trial purposes, Since criminal prosecution in the case of this company for 
the year 143 will be barred after March 15 next, this office will, of course, have 
no objection if the bar of the statute of limitations is allowed to fall. 

As respects the case of Witt & Co. for the fiscal vear ended February 2s, 1944, 
criminal prosecution will not be barred until after May 15, 1950. There is avail- 
able evidence showing conclusively that sales made to the Giant Food Stores, 
Inc., Were unreported. These particular sales aggregate $35,853.04, and photo- 
static copies of the checks evidencing payment are among the exhibits, These 
particular checks were cashed and the proceeds diverted to the Kolkers. 

Please advise of your conclusions in the premises. 

Very truly yours, 
CHARLES OLIPHANT, 
Chief Counsel. 

Mr. DeWrnp. Now, when that letter said, “Since criminal prose- 
eution in the case of this company for the year 1945 will be barred 
after March 15 next,” that was the day after 

Mr. McLean. That is correct. His letter was dated March 14, 1950, 

Mr. DeWinp. Now, in fact, all of these testimonies transmitted on 
March 14 dated back at least to the prior August ? 

Mr. McLean. You mean the date of the testimonies / 

Mr. DeWinp. Yes. 

Mr. McLean. I don't believe I know the date of the testimonies. 

Mr. DeWinv. Well, there was this statement in the letter the prior 
August, that the testimonies had just been completed. 

Mr. McLean. That is correct. 

Mr. DeWinpv. Now, is there any further notation on that letter that 
you just read ? 

Do you have the original? Is there an attached memorandum of 
some kind ¢ 

Mr. McLean. It says that there are attached copies of the state 
ments of these people that I mentioned, 

Mr. DeWinv. Well, it is my impression that there is a little hand 
written memorandum attached there somewhere in those affidavits or 
among the enclosures. 

Mr. McLean. The testimonies of these various people are not a 
matter of record in this file that I have before me. 

Mr. DeWinp. Well, do you find any little handwritten memo- 
randium in and around that letter of March 144 

Mr. McLean. I see a memorandum here, if this is what you are 
asking me, dated what appears to be “3-15-50,” to “T. L. C.": “Will 
you please give mea call when you get in?” 

Mr. DeWinp. And is it signed ? 

Mr. McLean. There are initials there which I would have some 
difficulty in reading. It appears that the first initial is “C”. The 
last would be anybody's guess. 











° 





INTERNAL REVENUE INVESTIGATION 1549 


Mr. DeWinpb. Would it be an “O” 4 

Mr. McLean. It is possible. 

May I add for the record that there is typed down below the initials 
of Mr. Oliphant. 

Mr. Byrnes. And what is that attached to? Do you know? 

Mr. McLean. I cannot see, sir, that it is attached to anything. It 
just appears to be filed in the file that I have before me. 

Mr. Kean. And the initials to whom it is addressed would be those 
of Mr. Caudle, probably ? 

Mr. McLean. Those are the initials of Mr. Caudle. 

Mr. DeWinp. Mr. Chairman, may the record show at this point 
that in the Bureau files there is a notation: “Please be sure that hand- 
written note remains attached to the original letter.” 

Chairman Kine. If there is no objection, it is so ordered, 

Mr. DeWinv. Now, did you make any written notation about the 
case after you received the March 14 letter / 

Mr. McLean. A written notation ? 

Mr. DeWinpv. Yes: anything concerning your views on the case. 
When vou received this letter of March 14, as to the statute of limita- 
tions running the next day, did you note anything about it? 

Mr. McLean. Oh. ves. Well, IT prepared a memorandum, I be 
lieve, on March 15. 

Mr. DeWrnp. No; I think this would be a note of March 14, 
a small note, handwritten, or typed, I believe. It is typed out. 

Mr. McLean. Oh, ves. There is such a memorandum. 

Mr. DeWinxp. Could you just read that ? 

Mr. MeLrawx. It is a memorandum concerning this case. and | 
quote : 

The above-entitled case as referred to United States Attorney Flynn on 
March 2, 1949, for the issuance of a complaint with respect to the year TM42. 
Subsequent to referral of the case, taxpayers’ counsel submitted four affidavits 
from various parties to the effect that a promise of immunity had been made 
to the taxpayers by certain Bureau officials in return for a disclosure of facts 
lending to the correct determination of their tax liabilities. The Department, 
heing relnetant to proceed in the face of these affidavits, referred them on April 
25, 140. to the Bureau for consideration and report. The Bureau did not reply 
to our request until March 14, 1950. The statute for the year 1945 expires on 
March 15, 1950. Sufficient time in the writer's opinion does not remain to give 
thorough consideration to the year 1945, 

Mr. DeWrtxp. There never was any prosecution of the Washing 
ton Beef & Provision case, was there ? 

Mr. McLean. That is correct. Only a complaint filed. 

Mr. Krein. The arrival of the letter from the Bureau on the 14th 
of Mareh was too late to make it possible for you to take action / 

Mr. McLean. The statute was to run the next day. I do not re- 
call specifically whether I got it on the L4th or not. T may have re- 
ceived it on the same day, the 15th. Because T notice in one record 
that IT made in the file here, where T state that the statute of limita 
tions expired a few hours after my receipt of this information. 

Mr. DeWrxp. So it would have been impossible 

Mr. McLean. Practically impossible. 

Mr. Dre Winn. To vo ahead with the ease, it hav ing arrived only a 
few hours before the statute of limitations ran ? 

Mr. McLean. What would have had to have transpired would have 
heen a formal decision made at that time to prosecute, then a eiving 
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of that information to the United States attorney, and then either he 
at that time going before the grand jury and filing an indictment, 
or the filing of another complaint before the United States Commis- 
sioner. Those steps would have had to be taken to preserve that 
year. 

Mr. DeWinp. In other words, the decision of the Bureau to send 
the letter over at the time they did, eliminated the possibility of 
your prosecuting ¢ 

Mr. McLean. It could not physically, I don’t think, have been 
processed that quick. 

Mr. Byrnes. What is the date of this letter? 

Mr. McLean. Which letter, sir? 

Mr. Byrnes. The letter transmitting the results of investigation, 
and so forth. You referred to it as the letter of March 14. 

Mr. McLean. It is dated March 14. 

Mr. Byenrs. Was it received March 14, also? 

Mr. McLean. There is a written notation that I have read before, 
which says: 

Received from special messenger 10:28 a. m., Mareh 14, 1950. 


Chairman Kine. What is the status of the cases now, Mr. McLean ¢ 

Mr. McLean. The status of this case? 

Chairman Kine. What has happened to it 

Mr. McLean. It was declined and was not prosecuted. 

Chairman Kine. What was done civilly about it ¢ 

Mr. McLean. That T do not know, sir. We seldom are advised 
formally by the Bureau as to the civil results of a criminal case. 

Chairman Kine. Mr. Counsel, do either you or the staff have any 
knowledge as to that? 

Mr. DeWinpv. Mr. Chairman, the last notation from the files that we 
have is that on May 10, 1951, there is a memo stating that about a 
month before the case was referred from the revenue agent in charge 
to the technical staff in connection with the settlement of civil liability. 
Apparently it was still an open case on civil liability. 

I have no further questions, Mr. Chairman. 

Mr. McLean. May I make a statement ? 

Chairman Kine. You may, Mr. McLean. 

Mr. McLean. There is one statement I do wish to make before re- 
tiring, and that is that upon initially reviewing this case I came to the 
conclusion that the tax deficiencies alleged by the Bureau to exist 
against these corporations was not only too high but could not properly 
be substantiated by satisfactory evidence. Therefore I took it upon 
myself to determine, item by item, what I thought could be substan- 
tiated, and I think that that should go in this record. 

Chairman Kina. Very well. 

Mr. McLean. It was my determination, based upon competent evi- 
dence, that a deficiency of net income for the corporation, Washington 
Beef & Provision Co., could be substantiated in the amount of $16,- 
159.69: that for the year 1943 by competent evidence a statement of 
net income could be established in the amount of $9,288.66; that for the 
year 1944, none could be established. 

Chairman Kine. The committee appreciates the testimony you have 
given. Mr. McLean. 
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I do not mind mentioning that you, in my opinion, represent another 
example of a public official that knows what he is about and can make 
it clear to other people. 

I very much appreciate the manner in which you have handled these 
complicated matters. 

Mr. McLean. Thank you, sir. 

Chairman Kine. The committee will recess for 5 minutes. 

(Short recess. ) 

Chairman Kine. The subcommittee will be in order. 

The chairman wishes to announce that I have been to the Attorney 
General and requested the services of the Federal Bureau of Investiga- 
tion to attempt to find Mr. Grunewald for appearance before the com- 
mittee. 

On Monday the principal witness will be Mr. Caudle. On Tuesday 
we will have the Attorney General and perhaps Mr. Schoeneman, the 
former Commissioner. On Wednesday we expect to have Mr. Oli- 
phant. 

That is the best I am able to relate to you with respect to the wit- 
nesses, 

If there is no further business, the committee will recess until 10:30 
a.m. Monday. 

(Thereupon, at +: 45 p. m., the subcommittee recessed until Monday, 
December 10, 1951, at 10: 30 a.m.) 
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of that information to the United States attorney, and then either he 
at that time going before the grand jury and filing an indictment, 
or the filing of another complaint before the United States Commis- 
sioner. Those steps would have had to be taken to preserve that 
year. 

Mr. DeWinp. In other words, the decision of the Bureau to send 
the letter over at the time they did, eliminated the possibility of 
your prosecuting ¢ 

Mr. McLean. It could not physically, I don’t think, have been 
processed that quick. 

Mr. Byrnes. What is the date of this letter? 

Mr. McLean. Which letter, sir? 

Mr. Byrnes. The letter transmitting the results of investigation, 
and so forth. You referred to it as the letter of March 14. 

Mr. McLean. It is dated March 14. 

Mr. Byenrs. Was it received March 14, also? 

Mr. McLean. There is a written notation that I have read before, 
which says: 

Received from special messenger 10:28 a. m., Mareh 14, 1950. 


Chairman Kine. What is the status of the cases now, Mr. McLean ? 

Mr. McLean. The status of this case? 

Chairman Kine. What has happened to it? 

Mr. McLean. It was declined and was not prosecuted. 

Chairman Kine. What was done civilly about it / 

Mr. McLean. That TI do not know, sir. We seldom are advised 
formally by the Bureau as to the civil results of a criminal case. 

Chairman Kine. Mr. Counsel, do either you or the staff have any 
knowledge as to that ? 

Mr. DeWinp. Mr. Chairman, the last notation from the files that we 
have is that on May 10, 1951, there is a memo stating that about a 
month before the case was referred from the revenue agent in charge 
to the technical staff in connection with the settlement of civil liability. 
Apparently it was still an open case on civil liability. 

I have no further questions, Mr. Chairman. 

Mr. McLean. May I make a statement ? 

Chairman Kine. You may, Mr. McLean. 

Mr. McLean. There is one statement I do wish to make before re- 
tiring, and that is that upon initially reviewing this case I came to the 
conclusion that the tax deficiencies alleged by the Bureau to exist 
against these corporations was not only too high but could not properly 
be substantiated by satisfactory evidence. Therefore I took it upon 
myself to determine, item by item, what I thought could be substan- 
tiated, and I think that that should go in this record. 

Chairman Kina. Very well. 

Mr. McLean. It was my determination, based upon competent evi- 
dence, that a deficiency of net income for the corporation, Washington 
Beef & Provision Co., could be substantiated in the amount of $16,- 
459.69: that for the year 1943 by competent evidence a statement of 
net income could be established in the amount of $9.288.66: that for the 
year 1944, none could be established. 

Chairman Kine. The committee appreciates the testimony you have 
given. Mr. McLean. 
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I do not mind mentioning that you, in my opinion, represent another 
example of a public official that knows what he is about and can make 
it clear to other people. 

I very much appreciate the manner in which you have handled these 
complicated matters. 

Mr. McLean. Thank you, sir. 

Chairman Kine. The committee will recess for 5 minutes. 

(Short recess. ) 

Chairman Kine. The subcommittee will be in order. 

The chairman wishes to announce that I have been to the Attorney 
General and requested the services of the Federal Bureau of Investiga- 
tion to attempt to find Mr. Grunewald for appearance before the com- 
mittee. 

On Monday the principal witness will be Mr. Caudle. On Tuesday 
we will have the Attorney General and perhaps Mr. Schoeneman, the 
former Commissioner. On Wednesday we expect to have Mr. Oli- 
phant. 

That is the best I am able to relate to you with respect to the wit- 
nesses. 

If there is no further business, the committee will recess until 10: 30 
a. m. Monday. 

(Thereupon, at +: 45 p. m., the subcommittee recessed until Monday, 
December 10, 1951, at 10:30 a.m.) 
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MONDAY, DECEMBER 10, 1951 


House or Rerkesenratives, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws or rue ComMirrrer oN Ways AND Means. 
Washington, pC. 

The subcommittee met at 10:35 a.m.. pursuant to recess, in the main 
hearing room of the Committee on Ways and Means, New House Office 
Building, Hon. Cecil R. King (chairman of the subcommittee), pre 
siding. 

Present: Representatives King, O’Brien, Kean. and Byrnes. 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee; Bruno Schachner, special counsel; James Q. Riordan, 
attorney; and Charles W. Davis, clerk, Committee on Ways and Means 

Chairman Kine. Is Mr. Cohen in the andience? Mr. 1. T. Cohen ? 

Will you come forward, please, Mr. Cohen’ You have been pre: 
viously sworn ¢ 

Mr. Conen. Yes. 

Chairman Kine. Would you be seated, please. 

Mr. DeWinp. Mr. Chairman, if I may, I will have Mr. Schachner 
conduct the questioning of Mr. Cohen. 

Chairman Kine. Very well. 


TESTIMONY OF I. T. COHEN, ATTORNEY AT LAW, ATLANTA, GA.— 
Resumed 


Mr. Scuacuner. Mr. Cohen, you have heretofore been sworn, have 
you not f 

Mr. Couen. I have, sir. 

Mr. ScuacuNner. You realize the effect of that oath is still: con 
tinuing ¢ 

Mr. Conen. I do, sir. 

Mr. Scuacuner. Mr. Cohen, have you ever met one Abraham 
Teitelbaum / 

Mr. Conen. I have, sir. 

Mr. Scuacuner. Can you describe to us the circumstances under 
which you met Mr. Abraham Teitelbaum ¢ 

Mr. Conen. On July 24, 1951, I boarded a Delta Air Lines plane 
at Atlanta, Ga., for Chicago. Isat in the sky lounge——— 

Mr. Scuacuner. One moment, sir. Could I interrupt you here? 
Will you please take a look at what purports to be a stub of a ticket 
issued by Delta Air Lines, and tell me whether this ticket refreshes 
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your recollection as to the day on which the incidents which you are 
about to describe happened ¢ 

Mr. Couen. It appears from this ticket that I purchased it on July 
23, and the code on it and the date states that the flight was taken 
on July the 24th. 

Mr. Scuacuner. Do you remember the time of the day at which 
you took the plane ¢ 

Mr. Conen. 6:55 p.m. 

Mr. Scuacuner. Is that a regularly scheduled flight from Atlanta, 
Ga., to Chicago, LIl.? 

Mr. Couen. It is, sir. 

Mr. Scnacuner. You boarded that plane, you say ‘ 

Mr. Conen. In Atlanta, Ga. 

Mr. Scuacuner. And where did you sit in that plane ‘ 

Mr. Conen. I sat toward the rear of the plane in what is known 
as the sky lounge. 

Mr. ScuacuNer. Can you describe the seating arrangement for us‘ 

Mr. Conen. The seating arrangement is a rather circular arrange- 
ment, with a table in the center. 

Mr. Scuacuner. Was the seat next to you occupied ¢ 

Mr. Conen. It was not at the time that I sat there. 

Mr. Scuacuner. Did there come a time at which somebody occu- 
pied that seat ¢ 

Mr. Conen. I would say when the plane was out a short distance, 
a gentleman sat next to me, who was evidently sitting up in the front 
part of the plane ¢ 

Mr. Scuacuner. What were you doing? 

Mr. Comen. [think I was reading the paper at the time. 

Mr. Scuacuner. Did a conversation get started ? 

Mr. Couey. It did, sir. 

Mr. Scuacuner. Can you tell us how it got started ¢ 

Mr. Conen. I think it first got started that this fellow was looking 
around, and he was rather nervous-looking, and [ asked him what 
was the matter. I thought perhaps it was his first flight or that he 
Was hervous or upset from something. 

Mr. ScnacuNner. And what did he reply? 

Mr. Comen. He said, “Well, if you had been through what L have 
been through, you would be nervous, too, or upset.” 

Mr. Scnacuner. And did you ask him what it was that he had 
been through ¢ 

Mr. Conen. Well, 1 introduced myself to him, and he in turn in- 
troduced himself tome. He stated he was an attorney from Chicago, 
and [ stated that I was an attorney from Atlanta, Ga. 

Mr. Scnacuner. Did he tell you ultimately what his name was? 

Mr. Conen. Yes. He stated it was Abraham I. Teitelbaum. 

Mr. Senacuner. What did he tell you about what he had been 
through ¢ 

Mr. Couren. He asked me if I was familiar with tax eases. I said 
I handled some. He said, “Do you know Mr. Caudle, the Assistant 
Attorney General in charge of the Tax Division ?” 

[ said,“ Yes, [do.” He said, “Then do you know a Frank Nathan?” 

I said, “Yes, I met him.” And he then said. “Well, a terrible thing 
is happening to a dear friend of mine.” 

T said. “What is that?” 





INTERNAL REVENUE INVESTIGATION 1555 


He said, “Well, this friend of mine met Mr. Nathan and a Mr. Naster 
down at Miami Beach.” IT think he said, “at the Saxony Hotel.” 
And he said this friend mentioned to—I am not clear as to whether 
he said he mentioned it to one or both of them-—that he had had some 
tax difficulties and that the case was about to be settled: and he, Mr. 
Nathan, volunteered to him and said, “Well, if [ can be of any assist- 
ance to you, let me know, because Mr. Caudle is a very dear friend 
of mine, and he is at present”—not at that time. He said that later. 
Then he said, “Mr. Caudle is a very dear friend of mine.” He said 
subsequently he saw Mr. Caudle. And that is when I Lot interested, 
because he had then stated a fact which I had known to be a fact. He 
said. “DT saw Mr. Nathan just recently, and he told me that Mr. Caudle 
was over in Europe.” Well, Thad known that he was there. 

Mr. Scuacuner. You are relating now the story which Mr. Teitel- 
baum told you: is that right ? 

Mr. Conen. Yes, sir. 

Mr. Scuacuner. And he was telling about certain conversations 
which a friend of his had with Mr. Nathan and Mr. Naster. You 
have related to us a first conversation, in which Mr. Nathan was 
alleged to have said to a friend of Mr. Teitelbaum, “If you have tax 
difficulties, maybe I can help you.” 

Did Mr. Teitelbaum carry on the story from there and tell you 
what happened later, what Nathan or Naster or both of them are 
supposed to have said to his friend ? 

Mr. Conen. Yes: he then said that he told Nathan and Naster 
that it was not necessary for them to talk to Mr. Caudle, because his 
friend’s case was about to be settled in Chicago civilly: but if at a 
later date he needed any assistance he would let them know. 

Mr. Scuacuner. Did any further conversations, according to Mr. 
Teitelbaum. take place between Nathan, Naster, and the friend of 
Teitelbaum / 

Mr. Conenx. Teitelbaum then said that after his friend returned to 
Chicago from that trip to Miami, when he met Messrs. Nathan and 
Naster, the heat was put on the case, to use his expression. The agent 
had informed him or someone had informed him that they had a 
request to send the case to Washington immediately. 

Mr. Scnacuner. Did he say anything else that Nathan and Naster 
told the friend of his? 

Mr. Conen. He then said the friend said to Nathan and Naster 
later, “What are you trying todoto me?” And I think it was Nathan 
or Naster said to him, “Well, with this large sum of money involved, 
who wouldn't put the heat on someone ?” 

Mr. Scnacuner. Mr. Cohen, you have referred in various conversa- 
tions to the story that was told you then as a “shake-down attempt.” 
Now, was anything more said, so that that characterization would be 
justified ? 

Mr. Conen. Well, he then said that they were attempting to shake 
him down for, I think he said, $175,000. Of course, T told him, 
“That’s ridiculous,” that if I were he, I wouldn't permit his friend to 
bea party to any such thing as that, and that I was poing—Mr. Caudle 
was In Europe at that time—that I was either going to phone him or 
write him or get some word to him about this purported shake-down. 
T had just met Teitelbaum. I didn’t know whether or not the story 
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your recollection as to the day on which the incidents which you are 
about to describe happened ¢ 

Mr. Conen. It appears from this ticket that I purchased it on July 
23, and the code on it and the date states that the flight was taken 
on July the 24th. 

Mr. Scnacuner. Do you remember the time of the day at which 
you took the plane ¢ 

Mr. Cowen. 6:55 p.m. 

Mr. Scnacuner. Is that a regularly scheduled flight from Atlanta, 
Ga., to Chicago, LIl.? 

Mr. Conen. It is, sir. 

Mr. Scuacuner. You boarded that plane, you say ‘ 

Mr. Conen. In Atlanta, Ga. 

Mr. Scuacuner. And where did you sit in that plane‘ 

Mr. Conen. | sat toward the rear of the plane in what is known 
as the sky lounge. 

Mr. ScnacuNer. Can you describe the seating arrangement for us 

Mr. Conen. The seating arrangement is a rather circular arrange- 
ment, with a table in the center. 

Mr. Scuacuner. Was the seat next to you occupied ¢ 

Mr. Cowen. It was not at the time that I sat there. 

Mr. Scuacuner. Did there come a time at which somebody occu- 
pied that seat ¢ 

Mr. Conen. I would say when the plane was out a short distance, 
a gentleman sat next to me, who was evidently sitting up in the front 
part of the plane ¢ 

Mr. Scuacuner. What were you doing? 

Mr. Cowen. I think I was reading the paper at the time. 

Mr. Scuacuner. Did a conversation get started ? 

Mr. Couen. It did, sir. 

Mr. Scuacuner. Can you tell us how it got started ¢ 

Mr. Conen. I think it first got started that this fellow was looking 
around, and he was rather nervous-looking, and | asked him what 
was the matter. I thought perhaps it was his first flight or that he 
was nervous or upset from something. 

Mr. ScuacuNer. And what did he reply ¢ 

Mr. Conen. He said, “Well, if you had been through what I have 
been through, you would be nervous, too, or upset.” 

Mr. Scuacuner. And did you ask him what it was that he had 
been through ¢ 

Mr. Conen. Well, I introduced myself to him, and he in turn in- 
troduced himself tome. He stated he was an attorney from Chicago, 
and I stated that I was an attorney from Atlanta, Ga. 

Mr. Scuacuner. Did he tell you ultimately what his name was? 

Mr. Conen. Yes. He stated it was Abraham I. Teitelbaum. 

Mr. Scnacuner. What did he tell you about what he had been 
through ¢ 

Mr. Conen. He asked me if I was familiar with tax cases. I said 
I handled some. He said, “Do you know Mr. Caudle, the Assistant 
Attorney General in charge of the Tax Division?” 

I said,“ Yes, Ido.” He said, “Then do you know a Frank Nathan?” 

I said, “Yes, [ met him.” And he then said, “Well, a terrible thing 
is happening to a dear friend of mine.” 

[ said, “What is that?” 
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He said, “Well, this friend of mine met Mr. Nathan and a Mr. Naster 
down at Miami Beach.” T think he said, “at the Saxony Hotel.” 
And he said this friend mentioned to—I am not clear as to whether 
he said he mentioned it to one or both of them—that he had had some 
tax difficulties and that the case was about to be settled: and he, Mr. 
Nathan, volunteered to him and said, “Well, if I can be of any assist- 
ance tO Vou, let me know, because Mr. Caudle is a very dear friend 
of mine, and he is at present”™—not at that time. He said that later. 
Then he said, “Mr. Caudle is a very dear friend of mine.” He said 
subsequently he saw Mr. Caudle. And that is when I got interested, 
because he had then stated a fact which IT had known to be a fact. He 
said. “DT saw Mr. Nathan just recently, and he told me that Mr. Caudle 
was over in Europe.” Well, Thad known that he was there. 

Mr. Scuacuner. You are relating now the story which Mr. Teitel- 
baum told you: is that right? 

Mr. Conen. Yes, sir. 

Mr. Scuacuner. And he was telling about certain conversations 
which a friend of his had with Mr. Nathan and Mr. Naster. You 
have related to us a first conversation, in which Mr. Nathan was 
alleged to have said to a friend of Mr. Teitelbaum, “If you have tax 
difficulties, maybe I can help you.” 

Did Mr. Teitelbaum carry on the story from there and tell you 
what happened later, what Nathan or Naster or both of them are 
supposed to have said to his friend / 

Mr. Conen. Yes: he then said that he told Nathan and Naster 
that it was not necessary for them to talk to Mr. Caudle, because his 
friend's case was about to be settled in Chicago civilly: but if at a 
later date he needed any assistance he would let them know. 

Mr. Scnacuner. Did any further conversations, according to Mr. 
Teitelbaum, take place between Nathan, Naster, and the friend of 
Teitelbaum / 

Mr. Conen. Teitelbaum then said that after his friend returned to 
Chicago from that trip to Miami, when he met Messrs. Nathan and 
Naster, the heat was put on the case, to use his expression. The agent 
had informed him or someone had informed him that they had a 
request to send the case to Washington immediately. 

Mr. Scuacuner. Did he say anything else that Nathan and Naster 
told the friend of his? 

Mr. Conren. He then said the friend said to Nathan and Naster 
later, “What are you trying todo to me?” And I think it was Nathan 
or Naster said to him, “Well, with this large sum of money involved, 
who wouldn't put the heat on someone ?” 

Mr. Scnacuner. Mr. Cohen, you have referred in various conversa- 
tions to the story that was told you then as a “shake-down attempt.” 
Now, was anything more said, so that that characterization would be 
justified ? 

Mr. Conen. Well, he then said that they were attempting to shake 
him down for, I think he said, $175,000. Of course, I told him, 
“That's ridiculous,” that if I were he, I wouldn't permit his friend to 
be a party to any such thing as that, and that IT was going—Mr. Candle 
was in Europe at that time—that I was either going to phone him or 
write him or get some word to him about this purported shake-down. 
I had just met Teitelbaum. I didn’t know whether or not the story 
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about the shake-down was true or not. And Tam relating the facts 
as they were presented to me then. 

Mr. Scuacuner. At that first conversation which you had with 
Teitelbaum, was the subject of mysterious telephone calls ina guttural 
voice mentioned ? 

Mr. Couen. I don’t recall whether it was mentioned at that con 
versation or a subsequent conversation I had with him. 

Mr. Scuacuner. On that first conversation, did Mr. Teitelbaum 
mention anything about a telephone call between Nathan and Mr. 
Caudle? 

Mr. Comex. He had said that Mr. Nathan had called Mr. Caudle in 
Paris at the George Cing Hotel in his presence. 

Mr. Scuacuner. And did that tend to fortify your faith in the 
accuracy of the story ¢ 

Mr. Conen. It did. sir, because just shortly before that time T had 
received a letter from Mr. Caudle, written on the Queen Elizabeth, 
stating that he had an enjoyable trip over, that he would spend a day 
in Paris and then proceed on to Rome. So I had had knowledge of 
the fact that he was in Paris. 

Mr. Scuacuner. And so the fact that someone else was able to 
refer to the hotel at which Mr. Caudle had stopped made you think 
there might be something to that story. Is that right ? 

Mr. Comex. Yes. And he further stated that Mr. Nathan had ex- 
hibited to him an oil lease. in which Mr. Caudle and Mr. Larson had 
an interest, together with Mr. Nathan. 

Mr. Scuacuner. And did he mention something to the effeet that 
Mr. Nathan had referred to his own relationship to Larson and Candle 
as some sort of a partnership / 

Mr. Couen. In reference to the oil ventures, ves. He said, "We are 
all partners in an oil transaction in Oklahoma.” 

Mr. Scuacuner. Did you make any plans for seeing each other 
again? 

Mr. Couen. Well, about that time the plane was landing, and I 
told Mr. Teitelbaum that IT was going on to Milwaukee. that | would 
probably be back in Chicago in the next day or two, and if T had time 
I would call him and probably visit with him again. And T left him. 
He wrote his name down on the back of a hotel bill which Thad in my 
pocket, and puts T think, his address on there, too. 

Mr. Scuacuner. T show vou a hotel bill, which has penciled 
notations on its back, and ask you whether this is the hotel bill to which 
vou refer. 

Mr. Comex. It is, sir. 

Mr. Scuacuner. Now, would you please read for us the penciled 
notations on the back ¢ 

Mr. Cournx. “Mr. Abraham Teitelbaum, 20 East Jackson Boule 
vard, Chicago, Webster”—it looks as though it is 90997, 

Mr. Scuacuner. In whose handwriting are these notations / 

Mr. Conen. Mr. Teitelbaum’s handwriting. 

Mr. Scnacunxer. Mr. Chairman, with your permission, I suggest 
that the two documents referred to be made a part of the record here. 

Chairman Kine. Hearing no objection, it is so ordered. 

Mr. Scuacuner. Did there come a time when you saw Mr. 
Teitelbaum again? 
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Mr. Conen. Yes. I think it was, oh, a short time thereafter, 
probably 3 or 4 days. 

Mr. Scuacuner. Did you call him in Chicago 4 

Mr. Comen. I did, from the airport, on my return to Atlanta. 
] had a few minutes, and IT told him I didn’t have time to stop over 
in Chicago to see him, and that IT was going on to Atlanta and would 
be there for several days or more: that if he wanted to get in touch 
with me there, he could. ; 

Mr. Scuacuner. He did get in touch with you ultimately in 
Atlanta, did he not ¢ 

Mr. Comenx. Yes, he did, sir. 

Mr. Scnacuner. Between the time that he first spoke to you on 
the plane and the time at which he got in touch with you at Atlanta, 
did you discuss this conversation with anyone 4 

Mr. Connex. Yes. | immediately after I got off the plane in 
Chicago telephoned Mr. Turner Smith in Washington, who was Mr. 
Caudle’s first assistant, and told him that 1 had heard a very disturbing 
story in reference to what I termed a purported shake-down, with 
Nathan’s name being mentioned, and Larson and Caudle. And Mr. 
Smith said—I had told him of the conversation that I had had with 
Teitelbaum: that TP would call him on my way back. And he said to 
follow it through and keep him posted. 

Mr. Scuacuner. Well, did Mr. Smith say anything else about this ¢ 

Mr. Courn. He said, “I will check in the Justice Department to 
see if there is any case here.” He had an idea it might be Teitelbaum 
himself. Frankly speaking, so did I. But he spoke in terms of “his 
friend was in difficulty.” 

Mr. Scuacuner. Was there any suggestion that Mr. Caudle be 
called in Europe / 

Mr. Couen. I had suggested that to Mr. Smith, and he said, “Well, 
don’t do it. It would probably disturb him and upset him. Just fol 
low it through and see what further develops, and if there is any need 
to call him, why, call him later, but follow it through and get some 
more information.” 

Mr. Kean. Mr. Cohen, you just mentioned Mr. Larson’s name, did 
you not / 

Mr. Couren. Yes, sir. 

Mr. Kean. In previous testimony, you only mentioned Mr. Caudle. 

Mr. Comex. When was that, sir / 

Mr. Kean. Just now. 

Mr. Conenx. Oh, I had said that Mr. Teitelbaum said that Mr. 
Nathan had exhibited to him a lease on which his name, Nathan’s 
name, and Larson’s name and Caudle’s name, were on an oil lease, sir. 

Mr. Kran. He did not in any way suggest that Mr. Nathan had 
told him that Mr. Larson was—— 

Mr. Counen. Oh, no, sir. He just identified the fact that Mr. Caudle 
was a friend of his, and he didn’t by any way intimate that Mr. 
Larson was 

Mr. Kean. I wanted to clear that up. 

Mr. Conen. Oh, yes, sir. 

Mr. Scnacuner. In your conversation with Mr. Smith, did you 
discuss the reputation of Nathan? 

Mr. Comen. Oh, I had discussed the reputation of Mr. Nathan, 
yes. 
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Mr. Scuacuner. With Mr. Smith, at the time you called him over 
the telephone ¢ 

Mr. Conen. Well, I had discussed the reputation of Nathan with 
Mr. Smith previous to that time. 

Mr. Scuacuner. And what had you said ¢ 

By the way, when did vou ever meet Nathan ¢ 

Mr. Conen. If you reeall—I think I told you at the st: aff meet ing— 
I hid met Nathan, oh, I think it was in about 1949, down in Florida. 
He had called me and said that he was a friend of Mr. Caudle’s, and 
he and his wife invited Mrs. Cohen and I out to dinner, and we had 
dinner with Mr. and Mrs. Nathan. 

Mr. Scuacuner. Well, after that first meeting, were there any sub- 
sequent meetings ¢ 

Mr. Conen. | had seen him on several occasions. I had run into 
him here in Washington at the hotel and had said “hello” to him, 
and had seen him up at New York and said “hello” to him. 

Mr. Scuacuner. But you had no further social meetings with him, 
did you? 

Mr. Couen. IT had no further social meetings with him, no, sir. 

Mr. Scuacuner. As a matter of fact, you did not feel yourself 
attracted to the man? 

Mr. Comex. L certainly did not, 

Mr. Scuacuner. Did Mr. Smith share that feeling of yours ¢ 

Mr. Couen. He definitely did, sir. 

Mr. ScHacuNnere Returning to the telephone eall to Mr. Smith, 
have you told us the gist of that conversation as well as you remember 
it, or Was anything else said 

Mr. Conenx. That is as well as I can remember it, Mr. Schachner. 

Mr. Scuacuner. You told us that the suggestion that the tele- 
phone call be made to Mr. Caudle was abandoned. Was there any 
suggestion that Mr. Caudle be notified of these events / 

Mr. Couen. Well, L think Mr. Smith said, “See what develops 
further, and then if it is advisable we will contact him.” 

Mr. Scuacuner. You carried on this conversation between Chi- 
cago and Washington; is that right ¢ 

Mr. Conen. Yes, sir. 

Mr. Senacuner. And thereafter you returned to Atlanta, did you 
not ¢ 

Mr. Couex. Yes, sir. 

Mr. Scuacuner. And did there come a time when you saw Mr. 
Teitelbaum in Atlanta? 

Mr. Comen. Yes, I did. 

Mr. ScuacuNer. About how much later was that ¢ 

Mr. Conen. | would say it was a very short period of time, per- 
haps 3 or 4 days, not more than a week. 

Mr. ScuacuNner. Now, how did Mr. Teitelbaum get in touch with 
you ¢ 

Mr. Couen. He called me at my office one morning and said that 
he was in Atlanta and wanted to know if I was going to be in all 
day. And I said T would. 

He said, “Well, I will get in touch with you some time during the 
lay.” 

And [didn't hear any more from Mr, Teitelbaum until that evening 
after dinner. It was about 7:30, and he called my home and said he 
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had been delayed and had been in conference, and that he would 
like to see me at the Ansley Hotel. Ltold him that my wife and I had 
a social engagement, that as soon as it had terminated [| would be glad 
to see him, and I anticipated that we would be through around 10 
o'clock in the evening. And he said, “Well, no matter what time of 
the ni@ht.” he said. “vou cret mm. I must see you.” 

So | went downtown. It was approximate!) 9:30 or 10 o clock. 
And I saw Mr. Teitelbaum at the Ansley Hotel. He had a suite of 
rooms there. And | sat with him in the living room, and he said. 
“When I first met vou. vou were a stranger, and T did not know vou. 
And T told vou that nue friend was in difficulty. Tlowever, since | 
met vou, | have checked ip ohn Vou, and ] find you to be avery repu- 
table lawyer. Your reputation is such. So Tam now going to tell 
you the whole story.” THe said. The person involved is me.” And 
he said, “DT had a conference in Washington or July 19 with the 
Bureau of Internal Revenne in reference to ni taux case My counsel 
prepared memorandum in reference to the same.” And he pulled 
a COPA of the memorandum out of his pocket ana asked Ine to rend 
it. And he went into the facts of his tax case, and he then satd that 
he had received a call—I think he said subsequent to the time that 
he saw me—from ao oman, or Nathan and Naster had told him he 
would receive a call from a man, from Washington, who was either 
then in Palm Beach or Washington, and this man had spoken in a 
deep euttural voice: it sounded like a German voice: in which he 
told him that he had better play along with Naster and Nathan, 

Mr. Serscuner. Did he mention the German accent / 

Mr. Conesx. Yes, he did. He said, "A deep guttural German voice 
and accent.” And he said, “They are still attempting to do these 
things to me. And IT came down here, and a friend of mine, or an 
acquaintance of mine, has recommended Mr. William A. Sutherland 
of the law firm of Sutherland. Tuttle & Brennan of Atlanta. Ga.. 
and Washington.” 

He said. "Do you know Mr. Sutherland ¢° 

I said. “TE know the firm very well.” 

Mr. Scnacuner. Just one minute. Mr. Cohen. Forgive me for in 
terrupting you. Did he mention the name of the friend who had 
recommended Sutherland's law firm 4 

Mr. Conen. Yes, sir. Mr. Wiley Moore. 

Mr. Scnacnyxer. Please continue from there. 

Mr. Conen. And [told him that Mr. Sutherland was a very repu- 
table attorney, and his firm was one of the best in our State, and that 
I had known one of the members of the firm since T was a voung man, 
inmy hometown. And he then said, “Tam glad that vou agree that 
it is a reputable firm. Lam going to Washington in the morning. 
Lhave an appointment with Mr. Sutherland to retain him.” 

He said. “My partner’—I think he said a Mr. Simon: IT am not 
certain—"“also is involved in this matter, and T would like to make 
arrangements for you to represent Mr. Simon.” 

And T told him that T would have to decline the representation, due 
to the facts and circumstances under which T had met him and due te 
the fact that I felt that it was my duty to disclose all of these facts to 
the Department of Justice. and I didn’t want to be put in the position 
of an attorney, with privileged communications, that I] would disclose 
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is due back from Europe shortly, and Lam going to Washington and 
tell him the full facts in this matter, and T would advise you to tell Mr. 
Sutherland all of the facts when you employ him.” 

Mr. Scuacuner. Now, Mr. Cohen, centering your attention on these 
telephone calls, did you say more than one call / 

Mr. Conen. I think he said several calls. 

Mr. Scuacuner. Well, one or more telephone calls in a deep Ger- 
man gutteral voice. 

Mr. Conen. He specifically mentioned that one was made collect, 
that he was instructed, or he was informed, that he would receive a 
collect telephone call from a pay station from a Mr. Watson. And. of 
course, they said that is not his real name. 

Mr. Scuacuner. Now, did he say in words or in substance that he 
was told that he would receive these telephone calls as a token of the 
vood faith of the people who were negotiating with him about the tax 
case? Perhaps “good faith” is not the proper term to use, but at any 
rate as a token of the actual power of these people / 

Mr. Conen. Well, that’s more like it. The indication that these 
people knew what was going on in his case. 

Mr. Scnacuner. Now, did Mr. Teitelbaum explain to vou just what 
he was told in that guttural German voice / 

Mr. Conen. He had said that this guttural German voice had told 
him that the Bureau had some sixty-five or sixty-eight affidavits from 
clients he had collected MONE from and had not reported on the same. 
And he said that his reply was that, “If they have those affidavits, I 
willeat them. That is not so.” 

Mr. Scuoacuner. Now, did that German guttural voice say some 
thing about access to the Bureau ? 

Mr. Comer. Oh, ves. It’s mv recollection that the person whom he 
said used the name of Watson says, “We have access to all the informa- 
tion in the Bureau pertaining to your case.” 

Mr. Scnacuner. Was any name of any Bureau employee men- 
tioned in that telephone conversation, or those telephone conversa- 
tions? 

Mr. Conren. To mv best recollection, it was not. 

Mr. Senacuner. Didn't vou say to me at one time or another, Mr. 
Cohen, that the name of Mr. Oliphant was mentioned in these tele- 
phone conversations as related to you by Mr. Teitelbaum ? 

Mr. Conen. I think he did. He said something about a reference 
was made to his conference that he had at Mr. Oliphant’s office on 
July 19 pertaining to his case. 

Mr. Scuacuner. Wasn't there also something said about an alleged 
control of Mr. Oliphant by this mysterious voice? 

Mr. Conen. He said that they had connections. IT don’t think he 
ealled Oliphant by name. He might have said, “Chief counsel's 
office” or usec the title to it. | nin not too sure, Mr. S thachner, about 
that. 

Mr. Scuacuner. That part of the conversation does not stand out 
clearly in your mind? 

Mr. Conen. It does not, sir. 

Mr. Scuacuner. Allright. Now have you given us the gist of this 
conference which you had at Atlanta, Ga., with Mr. Teitelbaum? 
Can you think of anything else that vou should add? 
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Mr. Conen. That is about the sum and substance of it. I don't 
know of anything else. 

Mr. ScuacuNner. He attempted to retain you on behalf of his part- 
ner’ Is that right ¢ 

Mr. Conmen. He did, sir’ 

Mr. Scnacuner. But you did not accept the retainer / 

Mr. Conen. I certainly did not, sir. 

Mr. ScuacuNner. Now, was that the last connection which you had 
with this matter? 

Mr. Conuen. He called me up the next day from Washington, or 
the following day, and said that he had met with Mr. Sutherland 
and he had retained Mr. Sutherland, and he was very much impressed 
with Mr. Sutherland, and he wanted to again thank me for my kind- 
ness inthe matter. And he said that he felt as though IT had rendered 
him a real service and had given him consolation in the matter, when 
I had told him to ignore all of these attempted extortions and to tell 
his lawyer everything and handle his case on the merits. 

Mr. Scnacuner. Well, actually. most of the service which you 
rendered to him was just listening to his story 3 Is that right / 

Mr. Comen. Well, [I imagine so. 

Mr. ScuacuNner. Perhaps listening sympathetically to him. 

Mr. COnmEN. That is eorrect, sir’. 

Mr. ScuacuNner. Did there come a time when Mr. Caudle returned 
from Europe? 

Mr. ComeN. Yes, sir. there did. 

Mr. Scuacuner. And did you then see Mr. Caudle? 

Mr. Conn. I did, sir. 

Mr. Scuacuner. And where did that meeting take place 

Mr. Comex. T saw him in his office. 

Mr. Scuacuner. And did you talk to him about this Teitelbaum 
matter? 

Mr. Comes. T certainly did, sir. 

Mir. SCHACHNER. What chia you say to him. and wheat cid he sit 
to vou. about this matter? 

Mr. CoOnEN, Well. I related the facts as clearly ius | could retell 
ber them to him. and he immediately picked up the telephone ana 
called Mr. Nathan. down at Miami, Fla. And he. Mr. Caudle. ap 
peared to be very indignant. 

Mr. SCHACH NER. Just one minute. You say vou related the facts 
tohim. Those are largely the facts which vou have retold to us now é 

Mr. Conen. Yes, sir. 

Mr. Scracuner. And did vou tell him about this attempted shake 
down / 

Mr. Comen. | did. sir. 

Mr. Scuacuner. And Vou say he then picked lp the telephone. 
Was that in your presence / 

Mr. Conen. It was, sir. 

Mr. Scuacuner. And he asked for Mr. Nathan, T presume ¢ 

Mr. COHEN. He did, sir. 

Mr. Scmacuner. And did he reach him in your presence ¢ 

Mr. Comer. He did, sir. 

Mr. Scuacuner. And then a conversation ensued. And you could 
hear both ends of the conversation ? 


/ 
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Mr. Comex. No, I couldn't hear both ends. I could only hear Mr. 
Caudle’s end of the conversation. I was sitting at a distance from 
his desk. 

Mr. Scuacunxer. Would you please tell us what Mr. Caudle said 
over the telephone to Mr. Nathan ? 

Mr. Couen. To the best of mv recollection. he sata, ad .' very dear 
friend of mine has just told me about my name being mentioned in 
the wrong light in reference to the Teitelbaum case. 1 don’t know 
Mr. Teitelbaum.” He said. “I am getting off of that oil lease that 
Pam on with you and Jess Larson. Lam relinquishing my rights in 
that lease, and I am losing my investment.” T think he called the 
aout, W hatever it Was, sole four-hundred and some odd dollars. 

And he said, “iurthermore, | want to see vou in Washington, and 
I want to talk with you about this matter.” 

Mr. Senacuner. Did Mr. Caudle say to Mr. Nathan something 
about. “TL hear that you are conducting shake-cdlowns.” ¢ 

Mr. Couenx. [don't think he said it that way, no, sir. 

Mr. Scuacuner. Although you had told him that that was the gist 
of the story. Is that right ¢ 

Mr. Conuen. That is correct, sir. 

Mr. ScraciuNer. As far as vou can recollect. the brunt of the story 
that he told Mr. Nathan over the telephone had something to do about 
getting off an oi] lease ¢ 

Mr. Couen. That is right. sir. 

Mr. Scuacuner. Was anything else said then that vou remember / 

Mr. Couen. Well. Mr. Caudle then called in one of his secretaries. 

Mr. Scruacuner. No. T mean still over the telephone to Mr. Nathan. 


lave you vrivell Us the whole conversation H well as you can re 


member it ¢ 

Mr. Conuen. That is as well as Tecan remember, that he was highly 
piudignant and he seemed to be very provoked ana Very angry about 
it. 

Mr. Scuacuner. Did he say to Mr. Nathan something about the 
fact that this Teitelbaum was a tax case / 

Mr. Conen. I think he mentioned that, ves, that “My name was 
being used in an unfavorable light in reference to a tax matter.” 

Mr. Scracuner. Did he explain to Mr. Nathan who Mr. Teitelbaum 
was? 

Mr. Conen. He did not. sir. To the best of my recolleetion, he did 
not. 

Mr. ScuacuNner. So as far as you could venture an opinion, the 
name “Teitelbaum” registered immediately with Nathan / 

Mr. Conenx. Well, I don't know. 1 didn’t hear Nathan’s conversa 
tion at all. I was sitting quite a little distance from the telephone 
when he was talking with him. 

Mr. Scnacuner. Yes. But there was no special explanation as to 
who Teitelbaum was. and what his troubles were 4 

Mr. Conen. No. No, Mr. Caudle didn’t go into that special expla- 
nation with him and explain who Teitelbaum was to him. The infer- 
ence could be drawn, however, that Nathan had known who Teitel- 
baum was. 

Mr. Scnacuner. Now, did Mr. Caudle say something about want 
ing to see Mr. Nathan / 

Mr. Couren. He certainly did. 





INTERNAL REVENUE INVESTIGATION 1563 


Mr. Scuacuner. And did Mr. Caudle say something about when 
that meeting was to take place 4 

Mr. Couen. He said, “] want to see you in Washington.” [ think 
he said, “right away” or “as quickly as you can get here.” 

Mr. Scnacuner. And that is all that you remember about this tele 
phone conversation: Is that right / 

Mr. Couren. That is all, sir. 

Mr. Senacuner. Now, you say thereafter Mr. Caudle called in 
someone. Who was that? His secretary, T believe vou mentioned. 

Mr. Conenx. Yes: he called his secretary in. 

Mr. ScuacuNer. Do you know her name / 

Mr. Cowen. [think it was Mrs. Jolinson. 

Mr. Scnacuner. Now, tell us what happened with hits secretary 

Mr. Courex. He then dictated a letter to her addressed to Mr. Lar 
son, in which he advised Mr. Larson that he wanted to relinquish his 
interest in the lease that he was on with Mr. Larson and Mr. Nathan. 
I think the sum and substance of it was that his name had been used 
in the wrong light in connection with that lease, and that was the rea- 
son that he was relinquishing his right and losing whatever investment 
he had put inte it. 

Mr. Scuacuner. Now, was that the whole conversation that you 
had during the day, or that morning, with Mr. Caudle in his office 

Mr. Conen. Yes. That was the whole conversation. 

Mr. Scnacuner. Did you have a conversation with Mr. Caudle that 
sume day later in the evening ¢ 

Mr. Conen. I did, sir. 

Mr. Scuacuner. Where was that conversation ¢ 

Mr. Couen. That was at his home. 

Mr. Scuacuner. Did you go out there for dinner / 

Mr. Conen. I think I did; either for dinner, or after dinner I 
stopped by. And we were sitting in the living room, and I told him 
that I thought that this Teitelbaum story was quite intriguing, and 
I said, “I wonder.” [ said. “I think that a deep voice like that could 
easily be traced.” And he said—- 

Mr. Scuacuner. Well, now, before you get to that, did you say 
anything else about this’ Did you tell Mr. Caudle about Nathan’s 
character or some such thing 4 

Mr. Comex. Thad told him that before on previous occasions, that 
what LT had heard rumors around about Mr. Nathan selling influence 
and peddling deals and dealing in selling war assets—— 

Mr. SeuacuNner. What had you told Mr. Caudle about Nathan's 
having deals in war assets, and whatever else you told him about ‘ 

Mr. Conen. Thad told him that I did not think that that was the 
proper association to have, with a person of that tvpe, being in his 
official position. 

Mr. Scmacuner. Yes. Well, what did you say about the type of 
person? What about these war asset deals? What else did vou say 
to him about Mr. Nathan / , 

Mr. Conen. I don't reeall, Mr. Schachner. 

Mr. Scunxacuner. Well, when you mentioned assets. what did 
you have to say about war assets / 

Mr. Conen. Oh, T said it was rumored around, I had heard rumors, 
that he had had no established business, that he was just buying and 
selling surplus materials and traveling around from place to place. 
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Mr. Scuacuner. And did you tell him in words or in substance that 
Mr. Nathan had a reputation from one coast of the country to the 
other? 

Mr. Conen. Yes: I told him that I had heard rumors to that effect. 

Mr. Scuacuner. Now, when was the first time that you had told 
Mr. Caudle all of this? 

Mr. Connex. All of what? About Mr. Nathan? 

Mr. Scuacuner. Mr, Nathan’s reputation. 

Mr. Conen. Oh, I don’t reeall. It was some time previous to the 
‘Teitelbaum incident. 

Mr. Scuacuner. Might it have been as much as a vear before ? 

Mr. Conen. I would say ves. . 

Mr. Scuacuner. It could even have been longer before that time? 

Mr. Conen. I think so. 

Mr. Scuacuner. It certainly wasn't recent as of the date at which 
vou had this conversation about the Nathan shake-down. 

Mr. Comex. It wasn’t sir. 

Mr. Scuracuner. Now, ultimately, vou did make a suggestion that 
possibly the story of this shake-down could be traced further. Is that 
right / 

Mr. Couen. That is right, sin 

Mr. Scnacuner. And you suggested the German guttural voice 
could be traced. Is that right i 

Mr. Conen. That's right, sir. 

Mr. Scnvcuner. To that suggestion, did Mr. Caudle make a reply? 

Mr. Couen. He did reply. He said. “That might be Grunewald, 
He isa Dutchman.” He said that might be his voice. He said, “Nas- 
ter wanted me to meet him once, but I declined to meet him because I 
had heard of his reputation,” or some words to that effect. 

Mr. Scuacuner. Did he tell you why Naster wanted to meet 
Grunewald / 

Mr. Conen. He did not, sir. 

Mr. Scuacuner. [ beg your pardon. Why Naster wanted Candle 
to meet Grunewald. 

Mr. Conen. He did not, sit 

Mr. SCHACH NER. And he said Cirunewald liad =O) bac i reputation 
that he didn’t want to meet him / 

Mr. Cones. Words to that effect : ves. 

Mr. Scuacuner. He said he had never met Grunewald / 

Mr. Cotten. That’s what he told me. 

Mr. Scnacuner. Did he say that he knew about him / 

Mr. Conen. I think he did. He SUVS, “Yes, I have heard about 
him.” 

Mr. Scuacuner. Enough to attempt to identify a voice which he 
had never heard before / 

Mr. Com N. Well. I don't know, Mr. Schiac hner, | have just re- 
peated what IT remembered was the conversation. 

Mr. Souactuner. Was it perhaps the mention of the influence in 
the chief counsel's office that called to his mind the name Grunewald 2 

Mr. Couen. I don't know. sir. IT wouldn't know. 

Mr. Byrnes. When was this conversetion that vou had with Mr. 
Caudle, where vou told him about this purported shake-down ? 
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Mr. Conn. It was after he had returned from Europe, Mr. Byrnes. 

I would say some time around August 20, the 19th or 20th. It was 
right after he had returned from Europe. 

Mr. Byrnes. About the middle of August, or in the latter part / 

Mr. Conren. Yes. About the 20th of August. 

Mr. Scuacuner. Did you ask Mr. Caudle how he happened to have 
come to know Mr. Naster? 

Mr. Conen. I did not, sir. 

Mr. ScuacuNner. Did you ever find out how he happened to know 
Mr. Nathan / 

Mr. Conen. Yes. He told me that he had met Mr. Nathan through 
Mr. Bennett Griffin of the National Airport. 

Mr. ScuacuNner. Some time ago? 

Mr. Conen. Yes. 

Mr. ScuacuNer. Some years ago / 

Mr. Comex. Yes. Tthink he said they both lived out in Oklahoni 
at that time, that that is how they had known each other, Nathan and 
Griffin. 

Mr. Scuacuner. Had vou ever met Mr. Naster? 

Mr. Conen. Thad met Mr. Naster. 

Mr. Scracuner. How had you met him? 

Mr. Conen. T met Mr. Naster at one time—I think it was in Chicago. 

Mr. ScuacuNner. Mr. Naster was a well-known figure in Chicago, 
was he not? ° 

Mr. Conen. He certainly was. 

Mr. ScuacuNner. Mr. Cohen, you are a lawyer of many vears” ex 
perience, are you not ¢ 

Mr. Comen. Yes. sir. 

Mr. Scnacunxer. Now, in your opinion, would vou assign any mo 
tive for Mr. Teitelbaum: to invent the story of the attempted shake 
down and to spring it ona stranger in an airplane / 

Mr. Comex. T couldn't assign any motive for that. The reason for 
that is this: He had never seen me before. and T had never seen bins 
Had he known who | Was, and had he sprung it. I would have sic 
he had some motive in attempting to soften the highhghts of his tax 
case. But | couldn't UssigQn an particular motive for him discussn Y 
it with me. 

Mr. Scnactner., And it was vou who first noticed that he was 
worried, and who extracted the story from him. Is that right ¢ 

Mr. COHEN Yes: he kept looking out of the window ana junping 
around. T thought probably it was his first flight up. or that le was 
ill or something. 

Mr. Scuacuner. He was evidently aman inthe grip of a strong arn 
unpleasant emotion. It that right? 

Mr. Comex. He certainly was. 

Mr. Scuacuyner. That is all T have, Mr. Chairman. 

Mr. Byrnes. Are you aequainted with the Testimony that \lIr. 
Teitelbaum gave before this committee / 

Mr. Connex. Only what Tread in the paper, Mr. Byrnes. 

Mr. Byrnes. You are acquainted with the fact that he said that 
Mr. Nathan and Mr. Naster were attempting to get $800,000 from 
him in order to get favorable action on his tax case ? 
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Mr. Comen. Well, at first, as 1 said. I think he mentioned on the 
plane that they were attempting to get $175,000 from his friend. And 
in a subsequent conversation at Atlanta, it developed that he and his 
partner were in difficulties, and it was the two of them, $175,000 
aplece, or some $500,000, 

Mr. Byrnes. From what vou have read in the papers about his 
testimony, would you say that the story that he gave to you about 
this alleged shake-«lown coincided pretty generally with the testimony 
that he gave here ¢ 

Mr. COHEN. | would SUV SO, to the extent that he didn't indicate 
to re, though, that there was a clique in Washington looking for soft 
touches, as the paper had said it. He didn’t mention any clique. 

Mr. Byrnes. Dic he tell you that they had told him that if he paid 
this money, the case would go through on the settlement that Was 
pending in Chicago ¢ 

Mr. Comex. Yes. He told methat. It is my best recollection that 
he cid Say that. 

Mr. Byrnes. Did Mr. Teitelbatim ever pay vou anything for any 
of the services you rendered ¢ 

Mr. Comen. Not one cent, Mr. Byrnes. 

Mr. Byrnes. Now, vou knew Nathan for a considerable period of 
time before his name came up in your conversations with Mr. Tietel- 
baum. Is that correct / 

Mr. Comex. Yes: T had known him. 

Mr. Byrnes. Had Mr. Nathan ever suggested to you that he could 
be of assistance to vou or any of vour clients in tax cases that you 
might have 4 

Mr. Connex. No. sir. He knew better than that. I would throw 
him out of my office if he ever made that suggestion. 

Mr. Byrnes. That is all, Mr. Chairman. 

Chairman Kine. You may be excused, Mr. Cohen. 

Mr. Conen. Thank you, Mr. Chairman. 

Mr. Scuacuner. I take it Mr. Cohen may leave town, subject to 
being recalled by the committee, Mr. Chairman / 

Chairman King. Yes. 

You understand that, Mr. Cohen ¢ 

Mr. Connex. Yes, sir. 

Chairman Kine. Mr. Caudle. 

Mr. Caudle, will vou identify the gentleman with vou 

Mr. Frosr. May I identify myself? Norman B. Frost of the local 
bar, associated with Mr. Caudle, appearing temporarily in the place 
of his counse] who could hot be here this morning. With ne ts Mr. 
Webb Haves of mv office. 

Mr. Kean. Mav I ask a question / 

Chairman King. Mr. Kean will inquire. 


TESTIMONY OF THERON LAMAR CAUDLE, FORMER ASSISTANT 
ATTORNEY GENERAL, TAX DIVISION, UNITED STATES DEPART- 
MENT OF JUSTICE, ACCOMPANIED BY NORMAN B. FROST AND 
WEBB HAYES, ATTORNEYS—Recalled 


Mr. Kean. Mr. Caudle, T have been looking over the transcript 
of your previous testimony and [ noticed a great many mentions of 
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vour attendance at race tracks. When you went to a race track, as most 
people do, did you usually bet on the races / 

Mr. Caupie. Yes. sir. Sometimes I was a small bettor, Mr. Kean. 

Mr. Kean. Did you win more than you lost ? 

Mr. Cavupie. Well, sir, [T won some and lost. 

Mr. Kean. Did you ever make a substantial winning ‘ 

Mr. Caupir. Yes, sir. 

Mr. Kean. Can you tell us about that ¢ 

Mr. Caupir. Yes. sir. Mrs. Caudle and I were out at, I believe it 
was, Bowie, in April 1949. We were sitting right in front of Mr. 
and Mrs. Robert Miller and Judge and Mrs. Neilson here in Wash 
ington. LT remember it was on the daily double and I had gotten a 
hunch or picked up some kind of rumor of a long shot and, Mr. 
Kean, before the gates were closed, or whatever vou call the place 
where the parimutuel tickets are, | raced down and bought a S10 
daily double and came back and sat with Mrs. Caudle in front of Mr. 
and Mrs. Miller and Judge and Mrs. Neilson. 

The horse in the first race won. The horse in the second race won. 
I thought Mrs. Caudle would die with excitement. I remember her 
hands were shaking and trembling. We were waiting to see what 
the tote board would show, and the daily double was $1,701. 

We went down together. I went with her down to the pari 
mutuel window and she was afraid that when the money was paid to 
her she would be robbed, and she was very much worried about what 
she would do with so much cash. But it was paid to her, there was 
much rejoicing on the part of Mr. and Mrs. Miller who were right 
behind us, and. if I remember, I think Mrs. Miller had a small bet 
on the daily double with the two horses, too. 

That is certainly the most substantial one and. parenthetically. | 
declared it in my income tax return, and am probably the only one in 
the country who ever did. 

Mr. Kean. Do vou remember the names of the horses that won the 
races ¢ 

Mr. Cavpie. No, sir, I don't. T sure don't, Mr. Kean, but you ean 
easily find it out. If vou would like for me to try to find out for 
you, | will surely make the effort. 

Mr. Kean. You won 81.7007 

Mr. Cavupie. $1,701. 

Mr. Kean. And reported $1,701 on your income tax ¢ 

Mr. Cauptr. No, sir, I did not report that—we liad some losses 
thereafter. I reported $1,100, I believe, Mr. Kean. 

Mr. Kean. I do not think that is quite in accordance with the income 
tax law, is it / 

Mr. Cavpie. If you have losses. 

Mr. KEAN. I do not think vou can take losses. 

Mr. Caupir. Yes, you can: ves, sir. 

Mr. Kean. | thought that gambling losses were not a deduction if 
you were not in the profession of gambling. 

Mr. Cavpir. 1 was not in the profession of gambling beeause T had 
only been to the race track just a few times, but any losses that would 
stem from a gain made by the same way the losses came you could 
deduct your losses. 

Mr. Kran. Was that about the amount of bet vou usually made, 
about a S10 bet ? 
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Mr. Cavpier. No, sir. T have bet just a little bit more when T felt 
like Tcould and was sitting by a good handicapper. 

Mr. Kran. You bet a little bit more. a hundred dollars ¢ 

Mr. Cavupie. T have bet as much as $90 or $100 one time in my life, 
I think. 

Mr. Kean. Now vou usually went to the Kentucky Derby, did vou 
not ¢ 

Mr. Cavore. T have been to the Kentucky Derby twice. 

Mr. Kean. When vou went to the Kentucky Derby did you pay 
your fare there or were vou a guest of someone / 

Mr. Cauptr. No, sir, Mr. Kean, I have been to the Kentucky Derby 
twiee, Mrs. Caudle and T. and other prominent people. as a guest of 
Maj. Joseph Kingsley, the president of the Norfolk & Southern Rail 
road. Ile has heen voing down every vear, inviting prominent people 
to he his guests. if it ean be said that Tam a prominent person. 

The first trip that T went with him, there were Mrs. Caudle, former 
(iovernor Ely of Massachusetts, Mr. Ed. Williams, the former presi 
lent of the American Woolens Mills, I believe. just outside of Boston, 
which T understand is a very large institution: Mr. Andy Monroe, a 
very warm friend of mine, also an officer in the Carolina Power & 
Light Co. in Raleigh, whom T used to be counsel for in my county, 
and there were several others. 

There were two crowds. That was my first trip down, my first 
visit to the derby. Then again we went the following year, which 
was this past derby year, if I remember correctly. 

Mr. Kean. The reason you were invited was on account of your 
friendship with this director? 

Mr. Cavpur. Yes, sir, a personal friend of mine whom T am deeply 
devoted to. comes out to my home often, and we have known him for 
a good while. 

Mr. Kran. Just to get the record clear, he was not in tax difficulty ? 

Mr. Cavore. No, sir, he certainly wasn’t. Mr. Kean. T thank vou 
for asking that question. 

Mr. Kran. Thank you. 

Mr. DeWrnp. While we are on the subject of the daily double, was 
Mr. Nathan at the track with vou that day? 

Mr. Cavupte. I do not remember, Mr. DeWind, whether Mr. Nathan 
was out there or not. He may have been. T do not remember. It 
seemed to me that all of Washington was there. 

Mr. DeWinp. You do not recall whether Mr. Nathan was with vou? 

Mr. Cavupie. IT think he was there but he was not sitting with us. 

Mr. DeWinv. Who gave you the tip on the daily double to which 
vou referred? You gota tip from somewhere ? 

Mr. Cavprr. T got a tip, I just overheard it. We had aleendy 
hought some daily double tickets, Mrs. Caudle and T had, and then T 
heard this tip, then T raced down as fast as T could because the race 
was just about to begin and the moment I got the ticket for the pari- 
mutuel the bell rang and of course the parimutuel was over. 

Mr. DeWinp. You do not remember that it was Mr. Nathan who 
gave you the tip? 

Mr. Cavpir. No, sir, it was not Mr. Nathan who gave me the tip. 
T don’t believe I have ever known Mr. Nathan to win a race. 
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Mr. DeWinp. You referred to the fact that you were sitting next 
to good handicappers betting as much as S90 or $100. That woul 1 not 
be Mr. Nathan, would it / 

Mr. Cavupie. No, sir, he is no handicapper at all. 

Mr. DeWinp. Did Mr. Nathan generally go to the track with you 

Mr. Caupie. Mr. DeWind. Th: ive bee nto the track with Mr. Nathan 
several times, but they were very infrequent occasions. 

Mr. DeWinp. Mr. Nathan has testified he has been at race tracks 
with you in four different States. 

Mr. Cacupnie. Four different States? 

Mr. De WIUNp. I believe so. 

Mr. Caupie. Well. let us see, how. I know that I have been to 
Bowie with Mr. Nathan and a lot of other people at the same time, 
now. We would rel up a crowd and Lo. I know I have been to the 
Preakness when he was there. I think I have been to Belmont when 
he was there. and probably at Jamaica when he was there. But 1 
have been to these tracks, too, I want you to know, Mr. DeWind, when 
he was nowhere around, with other friends. 

Mr. DeWinp. You were at the Kentucky Derby with Nathan, too, 
were you not ¢ 

Mr. Caupie. I was at the Kentucky Derby and he was at the Ken- 
tucky Derby but he did not go with us. 

Mr. DeWrnp. He just saw you there, chatted with you at the track? 

Mr. Caupte. Yes. sir, we just ran into each other while we were 
there. [think I saw him one morning or—I know I remember seeing 
him at the track. 

Mr. DeWinxp. You have been to the Florida tracks with him, too / 

Mr. Cavupie. Yes, sir, | have been to the Florida tracks with Mr. 
Nathan several times, but most of the time I have been with other peo 
ple at the Florida tracks when I was there. 

Mr. DeWinp. When you said a few minutes ago you just went to 
the race track occasionally L gathered you meant quite frequently. 

Mr. Caupie. No. sir. Mr. DeWind, when Mrs. Caudle and I would 
go down to Florida for a few days we would go out to the track to- 
gether with friends, sometimes Mr. Nathan has been along, other 
times he was already there when we were going with other people. I 
have been to the track several times with the son-in-law and the 
daughter-in-law of Maj. Joseph Kingsley down there in Florida. in 
Miami. 

Mr. DeWinp. Mr. Nathan testified here that people used to come 
and talk to him about tax cases, and when he was asked why he thought 
co he said, “Weil, a lot of people must have known I knew Mr. Caudle 
because they bom see me with him at the race tracks.” If a lot of 
people associate Mr. Nathan with you by having seen you at the race 
tracks, I would assume you had been there a good many times, 

Mr. Cavpie. I have been to the tracks, Mr. DeWind. with Mr. 
Nathan, because I believed in Mr. Nathan then. I had faith in the 
gentleman. If IT had not, 1 would never have gone. 

Mr. DeWinp. Now you have heard the testimony here this morning / 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. Can you explain to the committee why, when Mr. 
Cohen mentioned to you anonymous telephone calls from a person with 
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a deep guttural German accent, that it occurred to you it might be 
Mr. Grunewald ¢ 

Mr. Caupie. I didn't quite understand your question. 

Mr. DeWixpv. Will you explain why, when Mr. Cohen told you 
ubout these anonymous telephone calls from a person with a deep gut- 
tural German accent, you said to Mr. Cohen that might be Mr. Grune- 


wald ¢ 

Mr. Cavoie. Well, sir, I tell you why. As I can recall it, when 
Mr. Cohen came into my office that day after T had returned from 
Europe and told me this story of Mr. Nathan and Mr. Naster and 
told me the storv that Mr. Nathan, according to Mr. Teitelbaum, had 
used my name in connection with an oil lease in Alfalfa County, Okla.. 
where | had a one hundredth interest out of an 11,000-acre tract, a 
very minute thing, I became so enraged, and so mad, that I immedi- 
ately called Mr. Nathan over long distance and found him at his 
home and told him—I did not divulge the name of my informant 
but told him T absolutely couldn't tolerate a thing like that, that I 
had never heard of Teitelbaum, I did not know that he had any 
kind of a tax case of any kind, and T had written Mr. Larson a letter 
asking that my interest, my small interest, in the tract be canceled. 
I absolutely would not have anything further to do with my name 
being bandied around in such a way as that. 

Mr. DeWinxp. Now have you answered my question / 

Mr. Caupie. No, I don’t think T have. I will give vou the answer. 
Will you give me your question again ¢ 

Mr. DeWinp. My question was, Why, when Mr. Cohen mentioned 
the telephone call by an anonymous person with a deep gutteral Ger- 
man accent in connection with a shake-down, you said that might be 
Mr. Grunewald. 

Mr. Cavupite. Now Mr. Cohen, when he told me about this thing 
we talked about it a great deal, we were trying to figure out who this 
person could be, and when he mentioned Mr. Naster’s name I told 
Mr. Cohen that just before I left for Europe Mr. Naster called me 
over long distance and told me that he wanted me to meet Mr. Grune- 
wald and I told Mr. Cohen that I told Mr. Naster that I did not know 
Mr. Grunewald, I had no business with him and did not care to meet 
him, and the conversation was abruptly ended, and after that con- 
versation, as I told Mr. Cohen. knowing that Grunewald sounds Ger- 
man or Dutch, I just simply surmised, as I told him, that that must 
have been the man whom Mr. Teitelbaum was referring to when 
he testified here the other day, or must have been the man that Teitel- 
baum had at that time. 

Mr. DeWinp. Mr. Caudle, just a moment. All that you had heard 
was that the man with a deep guttural German accent had made these 
calls ¢ 

Mr. Caupte. Yes, sir. 

Mr. DeWinp. You surmised that that might be Mr. Grunewald, 
aman whom you had never spoken to and had never met ? 

Mr. Caupie. Yes, sir, because Mr. Naster called me before I went 
to Europe, and this conversation with Mr. Cohen took place after T 
returned, he called me two or three days before I left. 

Mr. DeWinp. Did he tell vou that Mr. Grunewald spoke with a 


deep enuttural German aecent / 
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Mr. Cavupte. No, sir, it was just a surmise, no more than that. 1 
think it would have been a natural deduction from what Naster told 
me and from what Cohen related of what Teitelbaum told him. 

Mr. DeWixp. Why would you associate in your mind, a month 
afterward, a person whom you had never met, you never heard of, 
associate him promptly with a guttural German aceent and a shake 
down telephone call 

Mr. Caupie. Because Mr. Cohen told me that Mr. Teitelbaum said 
he heard a guttural sound, a guttural sound over long distance when 
he talked to him. 

Mr. DeWinxp. Why did that make you think of Grunewald ¢ 

Mr. Caup te. Because I told Mr. Cohen that Mr. Naster had called 
me before I left and said he wanted me to know Grunewald and 
therefore I just put the two together. There was nothing else to do 
but to put the two of them together. 

Mr. DeWinp. Why did you put Mr. Grunewald together with a 
deep guttural accent f 

Mr. Cavupie. Because 1 did not know, T never heard Grunewald 
speak a word, I did not know the man. If he came in the door now 
I would not even know him. But I think Mr. Cohen told me he was 
of German or Dutch descent. L had heard of the gentleman’s reputa 
tion here in Washington. 

Mr. DeWinp. You had heard of his reputation ¢ 

Mr. Caupue. Yes, sir, but I never had met Mr. Grunewald. 1 
wouldn't know him if he was standing in front of this table right now. 

Mr. DreWinp. Tell me this: What had vou heard about his 
reputation / 

Mr. Caupte. Mr. DeWind, I can’t relate to vou what I have heard. 
because 1 do not remember, except that Mr. Grunewald has amassed 
a large fortune here in Washington, owned a lot of apartment houses 
or Investments of that type. 

Mr. DeWinp. Is that disgraceful by itself ¢ 

Mr. Caup.ie. No, sir; that is not disgraceful. And that he was a 
hiysterious person in a way, and I just simply had him in mind as a 
person that I did not care to know. 

Mr. DeWinxpv. You did not exclude from your circle of friends people 
who owned apartment houses: did vou ¢ 

Mr. Caup.e. No; I did not. 

Mr. DeWixp. Did you exclude people who made fortunes 4 

Mr. Caupir. No, sir; 1 did not. Somehow or another. Mr. De Wind. 
I did not have any desire to know Mr, Grunewald. There isn’t any- 
thing | can pin down to give any reason why. I just simply did not 
care to know the gentleman; that is all. 

Mr. Kean. Mr. Chairman. 

Chairman King. Mr. Kean. 

Mr. Kran. Do you believe that this information that you had that 
Mr. Grunewald’s character was not everything that it should be was 
wide enough and general enough so that other Government officials 
should have known the same thing? 

Mr. Caupie. Mr. Kean, I do not believe I have ever discussed Mr. 
Grunewald with anvbody. IT have not had occasion te, but TL have 
heard his name come up and somehow or another | got the impression 
that he was aman of mystery around Washington. [just simply was 
not interested in knowing him. 
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Mr. Kean. You think other Goverment officials probably had heard 
the sume general stories that vou had heard about his reputation ¢ 

Mr. Caupte. Maybe so, sir. 

Mr. DeWinp. Who were some of these people who brought these 
rumors to you concerning Mr. Cirunewald’s reputation / 

Mr. Caupte. Mr. DeWind, 1 don’t remember. 

Mr. DeWinxp. Are you telling this —a . Mr. Caudle, that here 
Was a man, the mention of whose name by Mr. Naster to you caused 
you to tell him immediately that he is aman vou did not want to meet ¢ 

Mr. Cavour. Yes, sir. 

Mr. DeWixp. But you do not know how you got that impression ¢ 
— Mr. Caunone. Yes, sir, but I have heard his name discussed around 
about several times, 

Mr. DeWinp. Where did vou hear it discussed 

Mr. Cacpue. I do not remember. [can guess no one. 

Mr. DeWinvp. 1 do not know whether a guess is very helpful, but 
let us have the guess. 

Mr. Cavpie. I think I heard Mr. Leo DeOrsey onetime say some- 
thing about Mr. Grunewald. 

Mr. DeWinp. What did he say to you about him 4 

Mr. Cavupie. I do not remember what he said. I do not remember 
that it was complimentary, but T just remember that from what he 
did say TI just did not care to have anything to do with him.  T ean’t 
tell youthat. [wish Leould. If LT could remember those who brought 
his name up from time to time, | could tell you. But [ had no interest 
in the man; didn’t know him. 

Mr. DeWinxp. Were you concerned with the fact that Mr. Grunewald 
might be the sort of man who might use your name in an unfavorable 
wiry f 

Mr. Cacpie. | do not know, Mr. DeWind, whether that occurred 
tomeatallor not. [just simply was not interested in knowing the 
gentleman. TL didn't have any facts why | should not be interested 
ni meeting him. LT simply just did not care about knowing him. 

Mr. DeWinp. So far vou have related to the committee you heard 
he had an apartment house and he had amassed a fortune. 

Mr. Caupie. Thad heard that he had amassed a fortune; ves, sir. 

Mr. DeWixp. What else had you heard about him ? 

Mr. Cavupte. I do not believe that I have heard anything else other 
than perhaps I have heard that he was a friend of Mr. Oliphant. 

Mr. DeWinv. You had heard that ? 

Mr. Cavpie. I had heard that: ves, sir. 

Mr. DeWinv. Where had vou heard that ¢ 

Mr. Cavupie. I do not know, sir. 

Mr. DeWinb. Can you search your recollection and see if you can 
come up with it‘ 

Mr. Caupie. No, sir: T wish T could tell you, but T just don’t know, 
Mr. DeWind. I would tell you if I did know, but I don’t know. 

Mr. DeWinp. Now, Mr. Cohen said that he had mentioned to you 
that Teitelbaum had referred to Mr. Oliphant. Did that have some 
thing to do with your guessing that the anonymous telephone call 
might be Grunewald? 

Mr. Caupte. No, sir. I did not receive any anonymous call, you 
understand. 
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Mr. DeWinxp. Mr. Cohen had come to you. 

Mr. Caup.ie. Yes. 

Mr. DeWinp. And told you the story that Mr. Teitelbaum: had tota 
him ¢ 

Mr. Caupie. That is right. 

Mr. DeWInNp. He mentioned this Vion ViINOuUs call or several HONS 
mous calls from a person witha guttural accent / 

Mr. Caupie. That is right. 

Mr. DeWinp. He also mentioned Mr. Oliphant ¢ 

Mr. Caupue. I think he did, sir. 

Mr. DeWinpn. Then it was subsequent to that that you said that may 
be Mr. Grunewald / 

Mr. Cavupie. Well. L told Mr. Cohen when he told me this story 
you see, this conversation that Mr. Cohen had with Mr. Teitelbaum 
took place while | was away. IT never heard of Mr. Teitelbaum until 
Mr. Cohen told me about it. Se, when Mr. Cohen sat down in my office 
and told me this story, then T told him of the long-distance call that 
Mr. Naster had made to me just before I left to go to Europe. and 
Mr. Cohen told me that Teitelbaum told him that he overheard a gut 
tural voice. if 1 could remember, on the telephone and something about 
45 or 65 affidavits or something like that. Then I began to put the 
thing together. Mr. Naster was calling me and wanted me to know 
Mr. Grunewald: wanted me to meet him. 

From what Mr. Cohen told me, I thought it would be a rather simple 
equation to say that that was the man who made the call. But T tell 
you that I do not know if he did or if he did not. 

Mr. DeWinp. You just assumed out of nowhere that this man must 
havea guttural German accent 4 

Mr. Caupie. Well. sir. from what Mr. Cohen told me. the man who 
talked to Mr. Teitelbaum, that Mr. Teitelbaum heard, he did not have 
such a voice, 

Mr. DeWinxp. You somehow associated that with Mr. Grunewald, 
and that is something I don’t understand. 

Mr. Caupnr. It is easy for me to understand because Mr. Naster 
called me and Wanted me to meet Mr. Girunewald. When he did 
that—and IT never have heard Mr. Grunewald speak at all because I 
don't know the man—-then [just simply assumed he was a Dutchman 
and he had that type of voice. Ttold Mr. Cohen [Tthought so. How 
ever, TE could be in error. We were just sitting there talking. 

I was mad, angry about what Thad heard, my name being bandied 
around, Mr. Larson’s name being bandied around; and that is exactly 
why [ put the long distance call into Mr. Nathan. I was very abusive 
to Mr. Nathan. [To was very angry. In facet. 1 can hardly remember 
the conversation, | was somad. LT mean. Ll can remember the conver- 
sation but T can hardly remember what I said in the conversation, 

Mr. DeWixp. We have on the record here Mr. Nathan’s recollee 
tion of the conversation. T believe he said that you never mentioned 
Mr. Teitelbaum at all. 

Mr. Caupte. I do not remember, Mr. DeWind, whether I did or not, 
sir. IT tell you T was so mad. IT mentioned those oil leases. IT know 
that was the main thing in my mind, and using my name around 
otherwise. [ was so angry that [ lost my temper: I know that, and I 
told him that I had just written a letter to Mr. Larson that I wanted 
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my interest canceled. T absolutely would not have anything to do 


with i. 

Mr. DeWixp. Mr. Cohen said that he had just told you about the 
Teitelbaum tax case and vou certainly mentioned the Teitelbaum tax 
ease In your conversation 4 

Mr. Cacoie. If Mr. Cohen remembers me reciting it, then I surely 
did: but T tell you right now I do not remember all Ltold Mr. Nathan, 
but T told Mr. Nathan plenty; that is all T can remember.  T stayed 
upset all day about the thing. 

Mr lt WINp. Now, let us vet to Mr. Naster. How did you first 
meet Mr. Naster / 

Mr. Caupte. T met Mr. Naster down in Miami. Who introduced 
me to Mr. Naster, T do not remember. 

Mr. De Winn. Where did you meet him in Maimi ¢ 

Mr. Cxupir. T think T met him—Mr. Naster had a beautiful place 
there with a large boat, and T was fascinated by the boat. Who T was 
riding with. IT do not know. 

Mr. DeWinp. You mean vou went for a ride on Mr. Naster’s boat 4 

Mr. Cacpur No, sir: we went out to see the boat. The boat was 
tied toa wharf rieht there in one of the canals Indian River. I be- 
lieve it Was. 

Mr. DeWixp. What sort of boat was Naster’s boat ? 

Mr. Caupie. It wasa palatial boat. a very large thing, probably 125 
or 130 feet long. Tt was a very beautiful boat, if Tam to be any judge 
of a boat. Then T went around to the house. IT think | was intro. 
duced to Mrs. Naster, 

Mr. DeWinp. Who took vou out to see this palatial boat ? 

Mr. Cavoie. T do not remember, Mr. DeWind, who it was. T jusi 
do not remember, 

Mr. DeWixp. Do vou remember when it happened / 

Mr. Cavpie. Do vou mean what time of the vear it happened ¢ 

Mr. DeWinp. What year even. 

Mr. Caupue. Mr. DeWind. I don't reeall. Ithink it was in 1951. I 
think it was this vear, about a vear ago, something like that. 

Mr. DeWixp. Now, you went out to see this boat before vou met 
Mr. Naster: is that correct / 

Mr. Cavour. As far as I can remember. 

Mr. DeWixp. Don’t vou remember whose boat you were on? 

Mr. Caupte. Well. I think when we got there, whoever was with me, 
Mr. Naster was there and showed the boat to us. That is the first I 
ever knew who Mr. Naster was. 

Mr. DeWrinxp. Whose boat were you on? 

Mr. Caupie. It was his boat. 

Mr. DeWixp. Whose boat were you on that took you out to see this 
palatial vaeht ? 

Mr. Cavptr. An automobile; the boat was parked by the highway. 

Mr. DeWinv. Who were you with ? 

Mr. Caupte. I do not remember, sir. 

Mr. DeWixp. Were you not with Mr. Nathan ¢ 

Mr. Cavupie. T could have been, but you ask me now to say who I 
was with. IT just don’t know. I could have been with one of Mr. 
Nathan's sons or I could have been with several other people, because 
I know a lot of people in Miami and Miami Beach. 
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Mr. DeWinp. Now, you think about it. Are you not sure you were 
with Mr. Nathan / 

Mr. Caupue. I am not sure, sir; no, sir, 

Mr. De WUNp. How did you come to go Lo the Naster place ¢ ‘| hat 
is over in Hollywood; is that right? 

Mr. Caupte. No, sir. 

Mr. DeWinp. Where was the boat moored / 

Mr. Caupie. The boat was moored on Indian River, almost in front 
of the Casablanca Hotel or in the neighborhood of the Sherry Fron- 
tenac. Right across from Indian River you see Collins Avenue. It 
is in Miami Beach proper, | understand Mr. Naster sold his house 
and is living up in Hollywood somewhere now, but at that time he 


was living there. 
Mr. DeWinp. Now, your recollection at the moment Is that some 
boxky took vou down and took you out to the Naster vie ht: is that 


right ¢ 

Mr. Caupuie. Yes, sir. 

Mr. De WINp. Your best recollection is that probably it Was Mr. 
Nathan or probably someone in his family ¢ 

Mr. Caupir. It could be Mr. Nathan or one of his sons, or it could 
have been some other friend who knew Mr. Naster, Mr. DeWind. I 
am not certain it was, 

Mr. DeWinp. Who are some of these people that knew Naster that 
you knew ¢ 

Mr. Caupier. Sir’ 

Mr. DeWInp. Who Were sole of these people tliat knew Naster, 
that you also knew ¢ 

Mr. Caupie. I do not know. Mr. DeWind. who knew Mr. Naster 
down there. IT just do not know. I know that one day | saw him in 
the lobby of the Sherry Frontenac Hotel. He may know the people 
who run the hotel there. I just don’t know. 

Mr. DeWinn. Anyhow, you arrived at the Naster yacht and there 
is Mr. Naster on his yacht i 

Mr. Caupir. | think Mr. Naster was in the house or somewhere 
around the place. LT do not know where he was, but IT know, if 1 


remember, the best T can remember, he came out and showed the boat 


to Us. 

Mr. DeWixp. Who told you that this was Naster’s vacht ¢ 

Mr. Caupnie. The gentleman whom I was riding with said that was 
his residence. [do not know who he was: IT mean. I cannot remember, 
now who he was. 

Mr. DeWIUNp. You do not recall sitting with some ventleman in 
the boat and he said. “There is Naster’s vacht™ ¢ 

Mr. Caupie. He said. “That is where Mr. Naster lives: that is his 
vacht.” and Thad the curiosity and wanted to see it, 

Mr. DeWixp. You suggested that vou should be taken over to see 
the vacht ana be taken aboard ¢ 

Mr. Caupue. | asked Mr. Naster. when [ met him there, would he 
mind showing the boat to me. 

Mr. DeWinxv. How did you come to meet lim, though / 

Mr. Caupie. He was there at his house. 

Mr. DeWinv. That man who was with vou took vou over to the 
house / 


Mr. Caupie. Yes, sir. 





L576 INTERNAL REVENUE INVESTIGATION 


Mr. DeWrxp. You remember all of the details except who the man 

Wits. 
Mr. Caupue. Yes. sir, I don’t remember who the man was. It could 
have been Mr. Nathan: it could have been one of his three sons. I do 
not know. It could have been several other people. It has been about 
i vear ago, T think, Mr. DeWind. I think it has been that long. I 
never paid any attention to the visit. 

Mr. DeWixp. Were you so used to paying visits to palatial yachts 
that this thing did not register with you at all? 

Mr. Caupte. The boat registered with me. and the house registered 
with me. Another thing that registered with me, I noticed that he 
was a radio ham. had one of these hroadeasting things in his house 
there. 

Mr. DeWixp. What did you and Mr. Naster talk about when vou 
met / 

Mr. Cavoie. We did not talk about anything but about the boat. 
I believe at that time there was a large hole in the boat on the right- 
hand side. It was being repaired by workmen as best I can remember. 
We just went through the boat. It was a pretty large craft. 

Mr. DeWtxp. What was the name of that boat ? 

Mr. Cavupie. I do not know. 

Mr. DeWinxp. Did vou ever know 4 

Mr. Cavpir. No, sir. 

Mr. DeWinp. Where did vou next meet Mr. Naster? 

Mr. Cavpue. Mr. DeWind. I think T next saw Mr. Naster. I think 
IT saw him. in Miami, just before T was leaving to come to Washington. 

Mr. DeWixp. Was this the same trip vou went aboard his yacht? 

Mr. Cavprie. I think so. 

Mr. DeWixp. Where did vou meet him ¢ 

Mr. Cavpie. It could have been the second trip T was down there 
on because T just can’t associate the two. 

Mr. DeWixp. Shortly after in Miami von saw Mr. Naster again. 
Where cid vou see him? 

Mr. Caup.e. I believe that IT saw Mr. Naster. IT think that was in 
March. T am not sure. T remember that. I think IT saw him in the 
lobby of the hotel there, but Tam not sure. 1 think it was on that 
trip I found out that Mr. Naster had been cons icted of an meome-tax 
evasion in Chicago about 5 vears before. 

Vir. DeWinp. Now who brought that to vour attention ¢ 

Mr. Cavupir. Someone brought it to my attention and I asked him. 

Mr. DeWinp. Was it Mr. Nathan who brought it to vour attention? 

Mr. Caupnr. IT do not remember. Mr. De Wind. 

Mr. DeWinxp. Somebody brought it to vour attention / 

Mr. Cavour. Yes, sir. 

Mr. DeWixp. You went and asked Mr. Naster about it ? 

Mr. Cavprr. 1 did not ask him about his former troubles. He 
brought them up himself. 

Mr. DeWinxp. Where were vou when he brought up these troubles? 

Mr. Cacnore. I do not remember, sir. 

Mr. DeWrxp. You were not standing in the hotel lobby, surely? 

Mr. Cacpne. T do not remember whether we were standing in front 
of his house or some other place. I just do not remember because I 
don’t recall seeing Mr. Naster down there but twice in Miami. as far 
is T ean recollect. 
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Mr. DeWinv. Did you ever go to Mr. Naster’s home / 

Mr. Cavuptr. The first time I went to his home, yes, sir. 

Mr. DeW inp. Did you ever go back again ¢ 

Mr. Cavupte. I remember I “went back again and that was about 
the time when I heard of the trouble that he hs id been in. 

Mr. DeWrnp. In fact, you had heard that he had served a sentence 
for tax fraud? 

oa Caupie. Yes, sir, that is right: a 5-vear sentence. He received 

5-year sentence and my edienelitdions * was that he was on parole. 

es DeWixv. Who told you he was on parole / 

Mr. Caupie. I think Mr. Naster did. 

Mr. DeWinp. Naster or Nathan / 

Mr. Caupur. Naster. He brought the subject up by asking about his 
case. I think he pleaded guilty out in Chicago. 

Mr. DeWinp. What did he say about it when he brought it up? 

Mr. Cavupue. I do net remember. Mr. DeWind, what the man said 
about his case except that he had served his sentence for evading his 
taxes, 

Mr. DeWinp. Did he want you to do anything about it 

Mr. Caupie. No. sir. nothing could be done: he had served his 
sentence. There was not anything T could do for him. 

I remember on leaving Miami—and that was the day I left. if I 
remember—Mr. Naster through some friend. and I do not remember 
who it was, wanted to know the procedures of obtaining tl passport 
to some country. T told him to write me a letter; T would find out 
and be glad to tell him: he would have to go to the parole board to get 
permission to go. 

Mr. [Dy Winp. You Si that Naster or some friend of Nasten raised 
that with vou 

Mr. Caupue. Yes, sir. 

Mr. DeWinp. It was Mr. Nathan. was it not / 

Mr. Cacpone. It could have been Mr. Nathan. I know Mr. Nathan 
called me when To was in a conference in my office 2 or 5 days after 
mv return, 

Mr. Di WiINpb. Whit did he sav to vou when he called ¢ 

Mr. Cat DLE. He asked me if | knew the procedures for Mr. Nuster 
toapply fora passport. LT advised Mr. Nathan that he should report 
to the }? arole oflicer, that he hac to report to him in Miami. rive the 
parole oflic er the reasons whi he wanted to vo to Europe. | assume 
that the reason they called me on the phone is because the mun had 
heen convicted of a tax evasion and that they thought perhaps the 
Tax Division had something to do with it. 

Mr. It WINpb. Now you say you had been asked the sane question 
in Florida ¢ 

Mr. Caupie. Sir 

Mr. Ii WiINp. You “uN you had already been asked the sane ques- 
tion in Florida / 

Mr. Caupte. Right on the eve of leaving on the plane to return, 
ves. sir. | think so. 

Mr. DeWixp. Do vou think Mr. Nathan asked vou about it down 
there and called vou when you got back ¢ 

Mr. Caupie. IT do not know whether Mr. Nathan brought it to my 
attention there in Miami or not. 

Mr. i Winp Who was the head ‘ f the parole board ut that time / 
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Mr. Cavupte. Ide not remember, Mr. DeWind. I knew all the gen- 
tlemen but I do not remember who it was. 

Mr. De Winn. You say you knew them all? 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. Did you speak to any of them about the Naster 
lnatter ¢ 

\lr. (Aubin l Wis so busy, if I remember, | asked the secretary lo 
‘ all ~oneohe anal find out the procedures. 

Mr. DeWinxp. Suppose vou answer the other question. Did you 
ever speak to anybody on the parole board about the Naster matter ‘ 

Mer. Cacporr. About the Naster matter? 

Mir. DeWinp. Yes. 

Mr. Cvxcpie. | do not reeall that 1 did, Mr. DeWind, I just don't 
remember. It was a routine thing which I certainly would have been 
s lad to have done for anvorne who would have called the office. 

I think, Mr. Kean, any Congressman would have tried to find out 
lor anvone. That is routine, 

Mr. DeWisxp. Did you take any part in getting a passport for Mr. 
Naster / 

Mr. Cavcone. | certainly did not. I never heard of the matter any 
more. Whether he received his passport, L do not know, sir. 

Mr. DeWinp. Did Mr. Naster ever come to see you at your office 
in Washington / 

Mr. Caupur. T do not believe he ever did. He may have, but I do 
not remember that he did. 

Mr. DeWinxp. You are sure vou did not meet Naster in the first 
place in your office / 

Mr. Cxuprie. | am positive. 

Mr. DeWixp. Are you equally positive he never came to talk to 
you about awny matters in your ollice / 

Mer Cacone. Mr. DeWind, Tam sure the man never talked to me 
bout the matter in my office as far as Lean recollect. 

Mr. DeWinpo. Did he ever come to your olfice ¢ 

Mr. C*AUDLE. He Tht have paid il Visit over there, sirt | do not re 
member. - didn’t have anything to do with the fellow. He called 
me, talked to him. If he wanted to come to my office to see me, if 1 
vas available T would have talked to him. ‘ 

Mr. DeWinp. At that time was the head of the parole board a Mr. 
Webl er W Ison 

Mr CAUDLE. Mr. Webber Wilson ¢ 

Mr. DeWinp. Yes. 

Mir. Cavpnr. Edo not know, Mr. DeWind. 

Mr. DeWinp. Was he head of the parole board / 

Mr. Cavonr. T do not remember who was the head of the parole 

ird—who it was. 

Mr. DeWinp. At any time 4 

Mr. Cavour. IT think there was a Mr. Wilson who was head of the 
parole board, but the head that | knew personally was the one who 
lied. T don’t know who he was. 

Mir. DeWinp. Who was that? 

Mr. Cvxconr. I do not remember. T do not even remember who he 
Wills 

VI; 1); WuINpD. Is Mr. Webber Wilson dead? 

Mr. Cauprir. I do not know. 
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Mr. DeWinxp. Who was the head of the parole board that vou knew ¢ 

Mr. Caupie. I do not remember. It is a matter of official record. 
It is ve ry seldom I ever contacted the parole board. 

Mr. DeWinpv. You said you knew all those people over there. 

Mr. Cxupie. Yes, sir: I knew them when T was in the Department 
but what names on the board I just can't reeall, Mr. DeWind. 1 think 
my secretary was the one who called. She called somebody to find 
out what the procedures were. I think Mr. Nathan stayed on the 
line waiting until we got the information and the information was 
that he was to report to the parole otlicer, 

Mr. Ty Wiunp. Llow chid It cote about that Mr. Naster Wahted you 
to meet Mr. Grunewald ¢ 

Mr. CAUDLE. ] do heat know, Mr. DeWind. It Wits a tong distan e 
eall. 

Mr. ay WINp. It wasa long distance call ¢ 

Mr. Caupie. Yes, sir. 

Mr. DeWinpn. From where / 

Mr. Caupie. Evidently in Florida somewhere. 

Mr. By WiuUINpb. Mr. Naste! called you from Flor ida ¢ 

Mr. Caupue. Yes, sir. 

Mr. DeWinp. And said he would like you to meet Mr. Grunewald ¢ 

Mr. Cavpie. He certainly did. 

Mr. DeWinxp. Wasn't that an extraordinary thing / 

Mr. Caupier. It certainly was. 

Mr. Ty WINp. Dic vou ask him whiv he thought vou ought to leet 
Mr. Grunewald ¢ 

Mr. Cacpie. No, sir. LT told him I did not know Mr. Grunewald, 
did not care to meet him. I did not have any business with him. and I 
could not understand the telephone call. 

Mr. DeWinp. Why did he say he wanted you to meet him? 

Mr. Cavpie. He didn't say. 

Mr. DeWinp. He just called up and said you ought to meet Mr. 
(rrunewald / 

Mr. Caupie. Yes: that is it. He didn't sav. Why should I meet 
Mr. Grunewald? 1 didn't care anything about Mr. Grunewald. 

Mr. DeWinp. That is a good question. Did vou put it to Mr. 
Naster ? 

Mr. Caupie. No, sir, I cut Mr. Naster short. 

Mr. DeWinp. You did not ask him why he wanted you to meet Mr. 
Grunewald / 

Mr. Caupte. No. sir: TE was not concerned, | was not interested in it. 
and T did not like the man to be calling me up about it either. 

Mr. DeWinp. Did Mr. Naster suggest that vou ought to meet any- 
body else ¢ 

Mr. Caupie. No, sir. 

Mr. DeWinp. It was just Mr. Grunewald about which he called you 
long distance / 

Mr. Caupue. Yes. sir. 

Mr. DeWinp. It had not been your feeling that vou should avoi 
Mr. Naster, I judge ¢ 

Mr. Cavupie. Sir? 

Mr. DeWinp. You had not had any feeling that vou should avoi 
knowing Mr. Naster 
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Mr. Cavupie. No, sir: but the man was just a casual acquaintance 
and LT did not care to cultivate him any further; I had no reasons to. 
I was not interested in it. 

Mr. DeWixp. Did you have any adverse feelings about Mr. Naster/ 

Mr. Cacpie. None at all: no.sir. Mr. Naster had been very cordial 
tome while | was talking to him down there in Florida. 

Mr. DeWinp. You felt perfectly friendly toward lim; no hostility ¢ 

Mr. Cavone. Thad no hostility toward the gentleman at all; Thad 
no reason to. but Tecould not understand that long-distance telephone 


call to mie. 
Mr. DeWinp. This long-distance telephone call was simply that 
he got vou on the wire and said. "There is a Mr. Grunewald T think you 


ought to meet” / 


Mr. Caupnr. Yes, sir. 

Mr. DeWinp. Is that all he said 

Mr. Catone. He said he would like for me to know Mr. Grunewald. 
I said T had heard of Mr. Grunewald: T never had met him: didn't 
know hime: had mo interest in seeine hini: dick not care to see him: 
wouldnt see lim. 

Mr. DeWine. What did Mr. Naster say te thie 

Mr. Cavupnie. | just hung up. 

Mr. DeWinp. You just cut him off 4 

Mi CAL DLE, | suid, “There Is nothing further to SUVs I don't care 
» meet the gentleman.” 

Mr. DeWinp. Was he insistent at all about it / 

Mr. Caupur. No, sir. 

Mi I) WiuINpb. You just huang typ ihe telephor we’ 

Nir. C\UDLE. Yes, sir. We plist eu the conversation olf. 

Mr. De Wino. Now, at that time vou say that all vou knew about 
Mr. Grunewald was that he had an apartment house and a fortune 4 

Vir. Cavour. Well. [knew as much about Grunewald then as I know 
how, 

Mr. DeWinp. All right. what do you know now and what did you 
meaneme abana 9 

Mir. Cavour. T haven't been reading the papers not to know what 
has been said about him except that he is in the hospital; but, Mr. 
De Wind, I don’t know this fellow, anything about him, except these 
rimers or things, and whether they are factual or not, | do not know. 

Mir. De Winn. This is what Iam trying to understand: When a man 
calls you, who has been very friendly with you and about whom you 
feel no unfriendliness, and he suggests that you meet a man about 
whom: vou said all vou know is that he had an apartment house and a 
fortune. why should vou react so violently 

Mr. Catner. I did not react violently. I just simply was not inter- 
ested in knowing Mr. Grunewald. 

Mr. DeWinp. Now, vou did know about Mr. Naster’s past record / 

Mr. Cacpur. Yes, sir. 

Mr. DeWinxp. Did you feel you did not want to know Mr. Naster ¢ 

Mr. Cxcpne. LT did not have a thing in the world against Mr. Naster 
atoal It was unfortunate, I felt. that he vot tito tieome-tax trou 
bles I click net have anything ueaihst thie dina, ] SibW oThdbbb itt Mis ! 


KX 


He Wits Very kk rich Tap dhe ys tliat Wis tt. 
Mer. DeWinp. You never felt that vou should avord Mr. Naster be 


catise of his past criminal record ¢ 
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Mr. Cavupie. No, sir: | wouldn't avoid the man because he had been 
unfortunate to have a conviction in income taxes. TL would not have 
avoided him, but LT certainly would not have made him a close inii- 
mate associate of mine. L don’t believe. Lhave no feeling at all against 
Mr. Naster. . 

Mr. DeWinp. Did you ever have any feeling that vou ought to avoid 
knowing Mr. Larry Knoll 4 

Mr. Cavupne. Sir/ 

Mr. DeWixp. Did vou have a feeling that you should avoid kau 
ing Mr. Larry Knohl 

Mr. Caupir. No, sir. 

Mr. DeWinxn. His record had not worried vou at all 4 

Mr. Cacore. Well. sir, T have seen Mr. Knehl a very few times. | 
do know it is embarrassing for anyone to have a record of conviction, 

Vr. DeWinp. Did you ever feel you should avoid knowing My, 
Frank Nathan ¢ 

Mr. Caupiue. Novsir. When Timet Mr. Nathan. Mr. DeWind, TP met 
hhinn under Very eood Wispleces, Il wes introduced to lim by a overs 
fine man who told me that he knew Mr. Nathan. had known him for 
some time. Ele expressed confidence ia hin. DT noticed Mr. Nathan 
lived in a good netwhborhood in Mian and that he had. TP thought. a 
very vood Ww ife anil four very fine children. All of them Were ¢ ollege 
graduates and three of them were sons, voung men. And. knowing 
that he had many friends in Washington, Pinguired about him. 1 felt 
that the man was a good man. and [PE liked him. Many people in 
Washington who knew him long before T did spoke highly of him— 
prominent, reputable people who had visited in his home. Thad ne 
occasion to doubt Mr. Nathan. 

Mr. DeWixp. When vou say von cheeked up on Mr. Nathan. did 
you cheek inte his criminal case. the indictment brought against him 
in Pittsbureh / 

Mr. Catone. Yes. sir. Tt was several months after To omet Mr. 
Nathan that Mr. James MeTnerney in my ‘Tax Division. my first 
assistant, asked me if IT remembered this indictment in Pittsbuereh 
concerning Mr. Nathan. | told him | never did recall it. I remember 
getting the file. The file shows that T was in the Criminal Division 
then and there was a trialof Mr. Nathan and the jury disagreed: then 
Thad a conference with the newspaper correspondent who was very 
much interested in the ease, and following that conference T had 
recommended to Mr. Floyd Cook, the United States attorney for the 
trial that had first been had, that Mr. Nathan be retried again. as the 
file shows. At that time I transferred to the Tax Division, and the 
record shows that after L left. if I remember correctly, the United 
States attorney wrote a long letter stating that it would be, in sub- 
stance, impossible to convict Mr. Nathan and recommended that the 
case he dismissed: and Mr. Vincent Quinn. who sueceeded me, is the 
one who authorized the dismissal of that case. 

Mr. DeWinp. Have you examined the file in that case recently? 

Mr. Caupue. Yes, sir. 

Mr. DeWixp. You will recall that vour earlier testimony was that 
it must have been vou who approved it? 
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Mr C AUDLE, Yes. sir, because it was Mr. MeInerne, who told mie be 
thought if was me: but the record shows, instead of me dismissing 
the ase, | was recommending that the case be tried again. 

Vir. DeWiwp. This was before vou met Mr. Nathan person illy ¢ 

Mero Cavcprr. You m . 

Mr. DeWinp. Your recommend: hicl mu referred wa- 
prisbades bre te ’ imet Mr. Nathan / 

Nir. Natl ? j ey reeistered with m 
file shows hh: onferences. but the man’s 
“\ ’ vith on Wit ! Mr. Natl 

\Iy } \ } Voll thet 

\Iy { i hat is meht, 

Mr. DeWinp. But you 

Mi \UDEI 

\I ly Cor 

i| abo t th j itt } | Triana: Vou 


eul 


It must have been, Mr. Byrnes. 6 or 7 months afte 
if Lheh pope biene after au wood mal \ ot us had heen 
i fishing trip and ran into Mr. Nathan some 
where dov here, and that is when Mr. Melnerney told me about 
that 
Mr. Byrnes. Did Mr. MeInerney si 
proper perso! to mssociate with socially ¢ 
Mr. ¢ AU DER. I don’t remember what Mr. Me Tnernes told lie. He 
told me he thought [had dismissed the case agaist lim. PT want vou 
to know that. when | heard Mr. Nathan had been mm trouble and ] hal 
bee issociated Ww thi him. | Wis SOTLEW hat concel ned about it. 


Mr. by RNES, \\ hy did Mir. MeTnerney bring up this sub ject oft thre 


/ 


revest miay be he was not the 


Case 


Nir ( | rier he, Mi Byrnes, he Ww ited mie to know what 


had taken pli . tor me to he on my euard., 
Mr. Byrnes. In other words, it was a sort of note of warning to 


vou / 
Mr. C AUDELE. Wel a sir, he clid tell me thruat the ma had been 
dicted and there had been a disagreement of the jury, and that T had 
‘dismissed the indictment. But IT found out that T had not dismissed 
the indictment. 

Mr. Byrnes. This was shortly after vou met Mr. Nathan ‘ 

Mr. Caupie. It was several months after T met him. Mr. Byrnes, 
becnuse, vou see, TP saw Mr. Nathan very infrequently during the 
vears when I knew him, either in Miami or T might run into him her 
mn Washington. 

Mr. Byrnes. [ thought vou told us that you would see him gen 
e1 lly when vou went down to Florida and that also he would eall vou 
quite constantly here in Washington. 

Mr. Cavpne. Yes, sir: LT saw him ona visit to Washington. T saw 
him quite frequently while we were down there visiting in Miami: 
that is mht. 

Mr BYRNES. sO you hid frequent contaets with dim through the 
vears ¢ 


Mr (" rial ‘ahout 21, 
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Mr. Byrnes. When you got this case record and went through 
that, is that all you did as far as inquiring about Mr. Nathan and his 
background ¢ 

Mr. Caupie. No, sir. In the first place, Mr. Byrnes, [ called Mr. 
Nathan out to miy house, and I wanted to know what was his trouble. 
He told me. He said that the assistant United States attorney who 
brought about his indictment later apologized to him and said he was 
going to recommend to the United States attorney that the case be 
not tried again. He said something about they tried to get him to 
enter a $50 fine and he wouldn’t do it and he contested the case. But 
I know this: That when I found out, and after my conversation with 
Mr. Nathan, I asked a lot of people about him. 

Mr. Byrnes. You asked a lot of people about him. What was the 
general reaction ¢ 

Mr. Caupie. The general reaction—those whom I talked with— 
was that he was a good man; that he had a good family and that they 
had confidence in him. 

Mr. Byrnes. Whom would you ask, for instance, generally? 
Whom did you ask at that time about Mr. Nathan? You said you 
made inquiries generally about him. Of whom, for instance, did 
you inquire ¢ 

Mr. Cavupte. I do not remember now, Mr. Byrnes. It has been a 
pretty good while ago. 

Mr. Byrnes. Did you ask Mr. Larson ¢ 

Mr. Cavoie. I think I asked Mr. Larson. I don’t believe I asked 
Mr. Larson about that trouble. Mr. Nathan told me he had teld Mr. 
Larson about the difficulty he got in in Pittsburgh. 

Mr. Byrnes. You said you inquired about Mr. Nathan’s general 
reputation ¢ 

Mr. Caupue. Yes, sir. 

Mr. Byrnes. Did you inquire of Mr. Larson about him ¢ 

Mr. Caupie. T think I asked Mr. Larson. I am almost sure I did. 

Mr. Byrnes. What did he say? 

Mr. Cavupie. He said he thought Mr. Nathan was all right. 

Mr. Byrnes. Whom else did you ask? 

Mr. Caupue. asked a lot of people. 

Mr. Byrnes. Can you think of anybody else you asked ¢ 

Mr. Caupie. At that time, no, sir, but [ can tell vou a lot of people 
whom I talked with about Mr. Nathan and since that time about him, 
because it concerned me. 

Mr. Byrnes. Did you ever ask the FBI what they might have about 
the man? 

Mr. Caupute. No, sir; I don’t believe I did. 

Mr. Byrnes. That source was available to you; was it not? 

Mr. Caupie. It could have been available if I had anything on 
him, ves, sir. 

Mr. Byrnes. When did you talk to Mr. Larson / 

Mr. Cavupte. I do not remember, Mr, Byrnes. It has been a long 
time ago. 

Mr. Byrnes. It was shortly after Mr. McInerney gave you the 
signal that this man might not be the proper person to be associated 
with? 

Mr. Cavoir. I do not remember. I just don’t remember, Mr. 
Byrnes. 
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Mr. Byrnes. You said right after vou made general inquiries. 

Mr. Caupie. I don’t mean to infer I kept going around trying to 
find out things about the man, but a lot of people whom I knew that 
he knew LT asked about him, and they spoke highly of him, 

Mr. Byrnes. Even though vou had this warning, vou did nothing 
=pecitic 

Mr. Cavupite. Nov sir: | remember | talked to Father Smith about 
him. Father Smith thought highly of lim. I remember T talked 
to—I would rather not mention the names, if you don’t mind, 

Mr. Byrnes. I do mind in a sense, if you remember. T would like 
to know where you got this general reputation. 

Mr. Cavpre. I know I talked to Peter Carter of the Times-Herald. 
She isa writer. 

Mr. Byrnes. What did she say? 

Mr. Cacpie. She thought a great deal of Mr. Nathan. [think she 
had visited his home. 

I talked with people in Miami about him, very fine Jewish people 
there, and they spoke highly of the man. 

And so. Mr. Byrnes. 1 felt as if Mr. Nathan was a good man and 
that he could be trusted, and T trusted him. Thad faith in him, com- 
plete faith in the man. T didn't have any doubts about the fellow, 

Mr. Byrnes. The only person vou recall specifieally going to to 
nquire about Mr. Nathan and lis activities and his particular case, 
criminal ease, that had been dismissed or which resulted in a hung 
hury., Was Mr. Nathan himself: is that correct ¢ 

Mir. Cacpie. How is that / 

Mr by RNES,. The only persohl Vor really webl to rnquire 

Mr. Cacpnr. Novsi : I talked to more people than that. Mr. Byrnes. 

Mr. Byrnes. Specifically for that purpose of finding out about Mr. 
Nathan ? 

Mr. Cavupnie. | wanted to find out how the man stood in his com 
HiteDDIEN and how he stood in Florida. 

Mr. BYrNes. Whis would you not voto the FBI anid see if they had 
anvehing on this man / Those tiles would have been available. 

Mr. Cacpie. Yes. sir: they would have deen available. 

Mr. Byrnes. Why did you not go? 

Mir. Cacoie. Tt just did not occur to me to do so. | ran across 
people who knew him and knew his family, knew his wife and knew 
his children. 

Mr. Byrnes. Previous to this, you were in the Criminal Division: 
were vou not / 

Mr. Cavupie. Yes, sir. 

Mr. Byrxes. You worked very closely with the FBI at that time / 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. So you knew what information they might have 
avatlable ¢ 

Mr. Caupte. Yes, sir. 

Mr. Byrnes. Yet you made no effort in that regard at all to see if 
they might not have some information on this man that might be of 
value to you in appraising whether or not you should associate with 
him ? 

Mr. Caupie. I think, if Tam not mistaken, I asked Mr. McInerney 
to get me the FBI report on Mr. Nathan, my best recollection is right 
now. 
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Mr. Byrnes. Did he ever do it ? 

Mr. Caupur. Yes, sir: he did. 

Mr. Byrnes. Now, we have it. 

Mr. Caupie. Yessir. It wasa very brief report about Mr. Nathan, 
about his trial that we referred to here, at Pittsburgh. 

Mr. Byrnes. The FBI report concerning Mr. Nathan was generally 
good; is that correct ¢ 

Mr. Caupie. Well, sir, the FBI report was objective, Mr. Byrnes, 
more or less. 

Mr. Byrnes. That was what vou were looking for, an objective 
report / 

Mr. Caupir. Yes, sir: it showed about his case, sir. The other 
file, the Justice file. showed more about his case. 

Mr. Byrnes. Tani not interested in just his case. Tam interested in 
his general reputation. 

Mir. Caupir. Mr. Byrnes. his general reputation from those whom 
I talked with was good. I talked to Bernie Griffin about him, who 
knew him before I dict. He Was very fond of hin. | talked to Mrs. 
Bernie Griffin. They had been knowing each other for a long time, 
and Mr. Griffin was very fond of Mr. Nathan. 

Mr. Byrnes. In other words, vou are telling me that vou did see 
an FBT report at that time on this man Nathan ¢ 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. There is nothing in there which would lead vou to 
believe that Mr. Nathan's reputation was other than good ¢ 

Mr. Caupir. Now. I say this, Mr. Byrnes. T cant remember what 
was in the report. If TL remember, it was a brief report, but T know 
if Was enough for hie TO be concerned to call Mr. Nathan to ri 
home and ask him about it, and TI know there was enough in there 
about his trinl in Pittsburgh that T should inquire of othe) people 
about the man. which T did. TL inquired of good people and = sub- 
stantial people who knew this man and knew his family before 1 
knew him. They spoke highly of him. 

Mr. Byrnes. You talked to the people before you had Mr. Nathan 
come out and discuss this subject with vou or after vou discussed it 
with Mr. Nathan 

Mr. Caupie. How is that / 

Mr. Byrnes. Did you inquire about his general reputation before 
vou talked to Mr. Nathan personally about his troubles or his as 
sociation in this case or afterwards / 

Mr. Caupir. IT talked to Mr. Nathan about the case after I found 
out about it. 

Mr. Byrnes, In other words, we could assume you talked with 
Mr. Larson before you talked to Mr. Nathan ¢ 

Mr. Cavupie. 1 have a vague recollection IT did talk to Mr. Larson 
briefly about Mr. Nathan. 

Mr. Byrnes. He said his reputation was good ¢ 

Mr. Caupie. He said he liked him and he thought he was a good 
fellow, if I remember correctly, but it was a while ago. 

I talked toa lot of people down in Miami about him and they spoke 
highly of him, and that is exactly why I would take my wife and my 
children to his home, which I did. 

Mr. Byrnes. Did you ever have reason to change your mind about 
Mr. Nathan's general reputation ¢ 
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Mr. Caupie. Yes, sir; I have been quite disturbed since this came up. 

Mr. Byrnes. Was that the first time you became disturbed ? 

Mr. Caupie. No, sir: I had Mr. Turner Smith and Mr. Rothwacks 
at one time tell me about Mr. Nathan, that they had heard rumors 
about Mr. Nathan sort of bandving my name around, whatever the 
rumors were, and I talked to Mr. Nathan then again. I said, “What 
brings about these rumors, I want to know? Why are these things 
being said and my name is being used and Mr. Larson’s name is being 
used ¢” 

I remember, Mr. Byrnes, that I was very much concerned about 
what Mr. Smith told me and I felt like T should just simply, in my 
own way, break off the association that T had with the gentleman, 
because of these persistent rumors. 

Mr. Byrnes. When was this? 

Mr. Caupte. This was about 8 or 9 months ago. He called me on 
my phone, 1 would talk to him. He called members of my family. 
But I did feel embarrassed over the rumors. 

Mr. Byrnes. What were the first rumors that vou heard about Mr. 
Nathan that made you suspicious? What was the first occasion / 

Mr. Cavpie. Well, promoting some matter, using my name, 

Mr. Byrnes. What matter / 

Mr. Caupie. I do not remember, sir. I could not recall, to save 
mi life. 

Mr. Byrnes. You do not remember the first rumor vou heard about 
him ¢ 

Mr. Caupie. No, sir. 

Mr. Byrnes. Do you remember the second one ¢ 

Mr. Caupie. No, sir: [do not. They were just rumors. 

Mr. Byrnes. What were the rumors? 

Mr. Caup ie. They could not tell me themselves what were the 
rumors, if I remember. 

Mr. Byrnes. You must have had some idea of what the rumors were 
all about ? 

Mr. Caupie. No, sir. When this Teitelbaum thing came up in 
August, that thing worried me, Mr. Byrnes. 

Mr. Byrnes. Let us get it from the start, though. What I want to 
know is when you first became suspicious or questioned the advisability 
of having a close friendship or continuing a close friendship with 
Mr. Nathan. When did the question first come in your mind? 

Mr. Caupte. Well, it really did first come into my mind, I believe, 
when Mr. Turner Smith talked to me about it. 

Mr. Byrnes. What did Turner Smith talk to you about ? 

Mr. Caupie. He just told me he had heard rumors—I have for 
gotten what those rumors were—that Mr. Nathan was using my name 
around, and I just absolutely became disturbed about it. 

Mr. Byrnes. When was this? 

Mr. Cavpte. This must have been some time about March or April, 
vor LO months ago, whenever that is. 

Mr. Byrnes. But he could not give you anything definite about the 
rumors ¢ 

Mr. Caupir. No, sir. I don’t believe he had anything definite to 
say except he told me he wanted to tell me these things. 

Mr. Byrnes. What kind of things? What things? 

Mr. Caupte. These rumors. 
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Mr. Byrnes. What were the rumors ¢ 

Mr. Caupte. The rumors of Mr. Nathan using my name. 

Mr. Byrnes. PS what purpose 

Mr. Caupte. I do not know, sir. 

Mr. Byrnes. What did he mean by peddling your name or using 
your hame ¢ 
’ Mr. Caupte. For instance, like in this oil deal here, we had this oil 
transaction that | was a partner in, in Alfalfa County—things like 
that. That was the type of rumors I was getting. 

Mr. Byrnes. That was really the first in ication you had after your 
first a} of Nathan’s general reputation; 1s that right ¢ 

Mr. Caupte. | think so; really I think so, Mr. Byrnes. ‘There may 
have been others, but I can’t recall them. "And the only reason why 
I could tell you to see Mr. Nathan was that people he was going with 
were warm friends of mine and in whom I had confidence, and it was 
further assurance because of these associations with these people, they 
were speaking highly of him, but when Mr. Smith told me about these 
things, it really did worry me. 

Mr. Byrnes. Who else told you about these rumors ¢ 

Mr. Caupie. Mr. Cohen told me at one time. 

Mr. Byrnes. What did Mr. Cohen tell you ¢ 

Mr. Cavupte. I think he told me what Mr. Smith said, rumors that 
he was using my name and peddling my name around. 

[ think Mr, Rothwacks told me the same thing. 

Mr. Byrnes. Peddling your name around? In what connection ? 

Mr. Caupte. Promoting matters in which he was interested. 

Mr. Byrnes. What things? 

Mr. Caupte. One of them | remember is about oi] matters. 

Mr. Byrnes. Anything else? 

Mr. Caupte. I don’t remember some. I think I heard some rumors 
about some tax matters. I don’t know, sir. 

Mr. Byrnes. Did Mr. Rothwacks tell you there was a rumor about 
Mr. Nathan peddling your name about a tax case / 

Mr. Caupte. I don’t know whether Mr. Rothwacks said that but Mr. 
Rothwacks told me rumors about it. 

Mr. Byrnes. In connection with the tax case / 

Mr. Caupue. I don’t know about « tax case, but something about 
taxes. He sure did. 

Mr. Byrnes. Did Mr. Smith tell you about rumors about a tax case 

Mr. Caupue. I think so, but Iam net sure. 

Mr. Byrnes. Who else told you about the rumors ¢ 

Mr. Caupie. Mr. Cohen did. I believe that is about all, Mr. Byrnes. 

Mr. Byrnes. You did not get concerned enough about these rumors 
to even remember what they were about 4 

Mr. Caupie. | know I got concerned enough about them to know 
that there was a problem there for me, sir, that I liked Mr. Nathan. 
I liked their children, but I tell you I made up my mind I had to bring 
about a cessation of these things and told Mr. Nathan that. 

Mr. Byrnes. You did not get concerned enough about it to even 
find out what the specifics were about the rumors; is that it? 

Mr. Caupte. No, sir. 

Mr. Byrnes. Is that correct ? 

Mr. Cavpie. Yes, sir. 
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Mr. Byrnes. Did Mr. Larson ever call you about any rumors ¢ 

Mr. Caupie. No, sir: he did not, sir. 

Mr. Byrnes. Never on any occasion ? 

Mr. Caup.e, Never on any occasion. 

Mr. Byrnes. He never gave you any reason to believe that you 
should be cautioned about your association with Mr. Nathan? 

Mr. Caupie. No, sir: I do not recall that he did. I saw Mr. Larson 
very seldom. 1 didn’t see him very often. Our paths did not cross 
very often. 

Mr. Byrnes. Did you say you had talked to Mr. Larson particularly 
about Mr. Nathan? 

Mr. Cavupte. Mr. Byrnes, it has been a good while ago. I think 
I asked Mr. Larson about Mr. Nathan—what he thought of him or 
something. I got a favorable reply back but I later talked to Mr. 
Larson again. in the last 3 or 4 months. if T remember. He said Mr. 
Nathan was calling his office so much he had to do something about 
the phones. I don’t know, sir. 

Mr. Byrnes. Mr. Larson never said anything to vou that might 
make you question the advisability of associating with Mr. Nathan ¢ 

Mr. Caupie. I do not recall that he did. 

Mr. Byrnes. You never talked particularly with Mr. Larson about 
Mr. Nathan ? 

Mr. Cavupie. Not particularly, T think, except just one brief time 
about him. I forgot what was said, Mr. Byrnes. 

Mr. Byrnes. Now, Mr. Caudle, on November 2, appearing before 
this committee, you said this: 

I knew that Mr. Nathan knew Jess Larson and knew him awfully well, and i 
vas worried about it, because I did net want to give the impression, becanse 1 
have talked to Mr. Larson about Mr. Nathan a lot of times. 

Now, was that a correct statement / 

Mr. Cavour. Well, now, I know that Mr. Nathan’s name with Mr. 
Larson and myself has come up several times, and what our conver- 
sation was, Mr. Byrnes, I simply do not remember, T just can’t remeii- 
ber, | just don't remember. 

Mr. Byrnes. Didn't you tell this committee that you talked to Mr. 
Larson on numerous occasions about Mr. Nathan in connection with oj] 
transactions? 

Mr. Cavour. I think I talked with Mr. Larson several times about 
this small investment I had in this tract of land in Oklahoma. 1 
think Mr. Larson told me that Mr. Nathan did not have any interest tn 
the tract at all. 

Mr. Byrnes. You did discuss Mr. Nathan with him at that time 

Mr. Caupte. I think I did. 

Mr. Byrnes. At that time Mr. Larson said nothing which would in 
dicate that he was suspicious of Mr. Nathan ? 

Mr. Cxconue. No. sir, Mr. Larson told me that Mr. Nathan had been 
bandyving his name around and that he had given him a severe scold 
ing about the matter. 

Mr. DeWinp. What? 

Mr. Cacpie. That he had severely scolded him about using his 
name, severely talked to him. Ido not remember when that was that 
Mr. Larson told me that, sir, over a period of just a few months, 2 or 3 


months maybe. IT just don’t remember when. 
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Mr. Byrnes. You say the first time you got any information at all 
or rumor that Mr. Nathan was using your name was early this spring 
or 9 or 10 months ago? 

Mr. Cavpte. I think so, sir, about 9 or 10 months ago, something 
like that,sir. I know that I saw very little of him. 

Mr. Byrnes. Now, at that time, did you say you saw Mr, Nathan 
and talked to him about this subject 4 

Mr. Caupte. I remember that I talked to Mr. Nathan about this 
subject when Mr. Turner Smith told me about it. 

Mr. Byrnes. What did Mr. Turner Smith tell you? About the oil 
deals, you mean ? 

Mr. Cavupue. Yes, sir. and about bandying my name around. 

Mr. Byrnes. Ten months ago? 

Mr. Caupte. Something like that. 

Mr. Byrnes. Shortly after that, vou talked to Mr. Nathan ‘ 

Mr. Cavpie. When he came back to Washington, I talked to him 
over the telephone, 

Mr. Byrnes. What did vou tell him at that time ¢ 

Mr. Caupie. I told him what Mr. Smith had told me, what Mr. 
Rothwacks had told me, and I told him it was very embarrassing for 
me to be known as an acquaintance of his, that he had been using my 
name and that it embarrassed me, as he was no doubt doing. 

Mr. Byrnes. Were you harsh with him ¢ 

Mr. Caupte. I was pretty abusive with him. 

Mr. Byrnes. You told him in no uncertain terms that he had been 
using your name ¢ 

Mr. Caupie. Yes, sir. He denied it. 

Mr. Byrnes. He denied that he had been using your name / 

Mr. Caupte. Yes, sir, he said he had not. That was the time of our 
second trip down to Florida that I asked so many questions of people 
down there about him. 

Mr. Byrnes. Now, on November 2, you also told this committee in 
connection with this use of your name by Mr. Nathan that you talked 
to Mr. Nathan ¢ 

Mr. Caupue. Yes, sir. 

Mr. Byrnes. And you cautioned him / 

Mr. Caupte. Warned him. 

Mr. Byrnes. All right. Now, let me quote this testimony to you 
to see if this is an accurate statement of what transpired. 

Mr. Caupte. All right, si 

Mr. Byrnes (reading) : 

Mr. DeWInp. Well, were the past connections and associations and history 
of Frank Nathan a part of your reaction that you had better be disassociated 
from this thing? 

Mr. Caupie. I will tell von one thing, Mr. DeWind: Mr. Larson told me that 
he had cautioned Mr. Nathan several times not to use his name, and not to use 
my name, and IT had cautioned him, too, and I said, “Now, let me tell you some- 
thing,” I said--I call him Frank because I know him that well—lI said, “If 
you get to using my name like this, people won't understand it, and they will 
ifYect Mr. Larson.” And I said, “I just simply would rather for vou to cuss 
me out and say [am a rascal than to say I am a good fellow. 1 know that 
you won't hurt me, and | know you are a good friend of mine. and I believe 
that, but I just can’t let my name be bandied around like this * * = *.” 


Is that a statement of your conversation ? 
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Mr. Caupie. I think that is correct. I think I told Mr. Nathan 
L would appreciate it if he would call me a damn raseal if he wanted 
to, I think that is right. 

Mr. Byrnes. You think that is dressing Mr. Nathan down for 
using your name ¢ 

Mr. Caupie. Yes, sir, I dressed him down. TI almost left him 
standing naked. Mr. Nathan knows it, too. 

Mr. Byrnes. Now, you also said at this session that you had with 
the subcommittee on November 2, the following: 


The moment I got these rumors, I called my secretary into my office, and | 
dictated her a letter to Mr. Larson, and this letter is dated Angust 24 * * * 


Mr. Caupie. Yes, sir. 

Mr. Byrnes (continuing) : 
and it says: 

“Dear Mr. Larson: This letter refers to your letter to me of October 28, 1950, 
recognizing my 1/100th interest in assignment of oil and gas leases on the 11,000 
acre tract in Alfalfa County, Okla.” 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. You are acquainted with that letter 4 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. I will not read that letter because it is already part of 
the record. 

Mr. Caupie. Yes, sir. it is already a part of the record. 

Mr. Byrnes. Now, is that a correct statement, that the moment you 
got these rumors this is the first thing you did? 

Mr. Caupie. Yes, sir, that was the first thing when I got the rumors 
about Teitelbaum, about what Mr. I. T. Cohen told me. Yes, sir. 
when Mr. Cohen told me that, that is when I really got on the tele 
phone and called. 

Mr. Byrnes. You had not told the committee at that time, Mr. 
Caudle, anything about the Teitelbaum case, so you were not asked 
about the Teitelbaum case, were you / 

Mr. Caupue. Mr. Byrnes, I don’t remember whether L was asked 
about it or not. 

Mr. Byrnes. Do you know ¢ 

Mr. Caupte. I just don’t remember, but Ido know this. When Mr 
Cohen talked to me he told me, “Please keep it in contidence,” which | 
tried to do, but 1 did tell Mr. McInerney about it in the Criminal! 
Division. 1 talked to him about it, exactly what Mr. Cohen had told 
me. L would have gladly told vou gentlemen if you had asked me 
about it. 

Mr. Byrnes. You knew at the time this subject was being discussed 
in the subcommittee that we were talking about rumors of the use 
of your name in connection with oil deals ¢ 

Mr. Caupie. Yes, sir, that was one of them right there. 

Mr. Byrnes. At that time you told us that those rumors, as soon 
as you received them, you sat down and wrote this letter to Mr. 
Larson ¢ 

Mr. Caupte. Yes, sir. 

Mr. Byrnes. Is that really the first time you received those rumors ¢ 

Mr. Caupie. That was the first time I received a rumor about Mr 
Nathan promoting this oil matter out in Alfalfa County. 
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Mr. Byrnes. You mean these other rumors were about some other 
oil deals ¢ 

Mr. Caupie. Yes, sir, some other promotion things he was interested 
in. 

He was always promoting something, Mr. Byrnes, the best I could 
get it. [did not know for sure, he did not tell me about his businesses. 

Mr. Byrnes. Was he promoting anything besides oil deals that you 
knew of / 

Mr. Caupie. I don’t know, sir. Mr. Nathan never did tell me 
about his business, and I never did ask him. I was never interested 
in What he was doing. I saw Mr. Nathan very infrequently. 

Mr. Byrnes. I thought you said you had a conversation with Mr. 
Nathan on his activities shortly after Mr. McInerney called your 
attention to Mr. Nathan’s background. 

Mr. Caupue. I did. 

Mr. Byrnes. Now, you tell me you never inquired about Mr. Na- 
than’s activities and personal friends. 

Mr. Caupir. You said about oil and things. 1 did not quite under- 
stand your question. But I do know this: after I had read the record 
about Mr. Nathan, 1 questioned him and I asked a lot of people about 
him. I wanted to satisfy myself about him. 

Mr. Byrnes. You still never found out what he did; is that correct ¢ 

Mr. Caupue. Yes, sir, I found out he promoted different things, if 
he could find people to buy them or get options on them, things of that 
type. He would try to sell. He would try to locate someone who 
had money to buy it. 

Mr. Byrnes. Did you ever ask him if any of his promotions were 
in connection with people in tax troubles ? 

Mr. Cavupie. I know one time, Mr. Byrnes, 1 heard a rumor about 
Mr. Nathan and about some tax matter. I want you to know when 
I was down in Florida and had been there with him, the first time 
when I really began to know him, I told him this, I said, “Now just 
because Tam in charge of the Tax Division and people will see you 
with me, there are bound to be people who will try to extend them- 
selves from you to me, and I am telling you now, I will never discuss 
a tax case with you and you must tell them, anyone who does approach 
you in such a way, they must have counsel and go to the Bureau of 
Internal Revenue, the Department of Justice, that I will not discuss 
the case with you under any circumstances.” 

Mr. Byrnes. When did you tell him that ? 

Mr. Caupie. I told him that at least 2 years ago. 

Mr. Byrnes. Did you tell him that again after you found that he 
Was using your name in connection with oil deals ? 

Mr. Cavupir. I asked him and he denied it. I said, “I hear the 
rumors about it. I want to know about it.” He denied it. But 1] 
would not discuss a tax case with him. 

Mr. Byrnes. You never took any steps to determine whether the 
rumors were true that you had been hearing / 

Mr. Caupte. Well, sir, it is hard to take steps to find the rumors, but 
I did the best T could, Mr. Byrnes; I got after the man. 

I never would discuss anything in my office with him. T thought 
it was not the proper thing to do with him or any other layman that 
had no status or no standing at all as a lawyer. T just would not 
discuss any tax case with the man. 
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Mr. Byrnes. That is all, Mr. Chairman. 

Chairman Kine. The committee will recess until 2:30 pm. 

(Whereupon, at 1: 10 p. m., a recess was taken until 2:30 p. m., this 
same day.) 


AFTERNOON SESSION 


(The hearing was resumed at 2:40 p. m., upon the expiration of 
the recess. ) 

Mr. DeWinv. Mr. Caudle, I understood you to testify this morning 
that despite your knowledge of the past record of Mr. Naster, you 
had not felt you should avoid his company in any way. Is that 
correct ¢ 

Mr. Caupte. Well that is just about what IT said. It’s about the 
only way I could say it, Mr. DeWind. IT certainly would not seek out 
his companionship, 

Mr. DeWrnp. And you felt the same way about Mr. Nathan? 

Mr. Caupte. Since last March, when the rumors about Mr. Nathan 
came to me, it worried me so that I thought the thing to do, in my 
own way, which IT thought was adequate, was just simply to have less 
to do with him and break away from him, which I did. 

Mr. DeWinpb. Well, these were rumors that he was using your name? 

Mr. Caupne. Yes. It was embarrassing to me. I told him it was. 

Mr. DeW np. But prior to that time, you had not felt there was any 
cause for any concern? 

Mr. Cavupie. No, sir. Because I had no real reason to; just like 
the rest of the men who knew him. But when I talked to Mr. Smith 
and I was down in Florida, and I just felt like I ought to do it, because 
of my olflicial position; which I did do. Lsaw him only once or twice, 
if I remember. He called me on the telephone a few times. That 
was over a period of a long time. I saw him two or three times, ran 
into him, I would say; never did seek him out. T probably handled 
the situation, Mr. Chairman, just like a Congressman would, prob- 
ably not as good. But that is what I did. 

Mr. DeWinp. Now, if you were not concerned about their past 
criminal records, and if ag were not concerned about their reputation, 
why was it that when Mr. Naster wanted you to meet Mr. Grunewald, 
you became so concerned ? 

Mr. Cavpte. Mr. DeWind, you know, T really couldn't understand 
that telephone call. That totephone call intrigued me. Here, late 
at night, about 11 o’clock, I get a long-distance call. 

Mr. DeWrxp. Well, you evidently ‘had felt at that time, 3 you 
have said so this morning, that there was nothing about Mr. Naster’s 
background or reputation that made you feel distrustful of him. 

Mr. Caupte. IT did not know Mr. Naster that well, except that 1 
knew he had a conviction in Chicago. I did not know of his reputa 
tion in Chicago. 

Mr. DeWinp. Who had told you about Mr, Naster’s Chicago con- 
viction ? 

Mr. Cavpre. It was just on the evening of leaving at in Miami. 
I do not remember who it was, but T think—I know Mr. Naster him- 
self told me that he had been convicted. And someone else. T think 
Father Smith sent word to me through someone. 


Mr. DeWinp. Who was that? 
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Mr. Caupie. Father Smith. That he would like to rehabilitate this 
man, and if I could assist him in getting a passport. I forgot who 
told ittome. And whoever it was I told them that Mr. Naster should 
write me a letter, and I would be delighted to give the procedures if 
I could find them out. 

Mr. DeWinp. And you say that Father Smith, through somebody, 
asked you to rehabilitate this man by getting him a passport ¢ 

Mr. Caupie. That he would like to assist in rehabilitating him, yes, 
sir. That was the information that came to me. 

Mr. DeWixp. Was that Mr. Nathan who brought that to you‘ 

Mr. Caupte. I do not remember, Mr. DeWind, whether it was or 
not. I just do not know. It was just before I got on the plane, and 
[I could not remember whether it was Mr. Nathan or whether it was 
someone else. I just can’t remember these little conversations. They 
didn’t impress me any. 

Mr. DeWrxp. Somebody came to you and quoted Father Smith to 
you. Is that it? 

Mr. Caupier. Yes, sir. 

Mr. DeWinp. And then you said that Mr. Naster should write you 
a letter. 

Mr. Cavoie. Yes, sir; he should write a letter saying what he 
wanted, and I would try and find out the procedures and advise him 
what to do. 

Mr. DeWinp. Did Mr. Naster write to you? 

Mr. Caupuie. No, sir, he did not. 

Mr. DeWINp. Well, how did you come to inquire about the pro- 
cedures / 

Mr. Cavupte. Well, like I told you this morning, Mr. Nathan called 
me up one morning while I was in the office, there in the Tax Division, 
and he said he would like to know, that Mr. Naster would like to 
know, what he should do to enable him to get a passport, because of 
his conviction. And he was advised that he would have to report 
to his parole ollicer, tell hus parole officer everything about his request, 
the nature of his request, how long he was going, how long he was 
going to stay, and so forth, and then the parole board would pass 
upon that, and whether or not they would recommend to the State 
Department would be their responsibility. 

Mr. DeWinp. Well, now, leaving that for the moment, you evidently 
felt no concern about Mr. Naster’s past record, no concern about Mr. 
Nathan’s and no concern about their reputation. And vet when Mr. 
Naster suggests you should meet a man named Grunewald, about whom 
you had heard nothing adverse specifically, you become very con- 
cerned about it. 

Mr. Cavpir. Well, now. T will tell vou, Mr. DeWind. Mr. Grune- 
wald, if I remember, figured in these wire tapping things, back in 
that Pan American investigation, Brewster-Howard Hughes thing. 
I think he did. IT have some recollection of that. . 

Mr. DeWinp. What do you mean, he figured in it? 

Mr. Caupre. IT remember something being written about him. about 
the matter. 

Mr. DeWInp. Well, he hever had been convicted of Pa | erime, had he, 
that you knew / 

Mr. Cauprie. Who? 

Mr. DeWinp. Mr. Grunewald. 
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Mr. Caupie. Not that I know of, no, sir. 

Mr. DeWrnp. That is, not in connection with those wire-tapping 
hearings ? 

Mr. Cavpie. Not that I know of. IT don’t think anyone was con- 
victed of having to do with the wire tapping. 

Mr. De Winn. But Mr. Naster had been convicted of tax fraud and 
sentenced to 5 years. 

Mr. Cavore. But T want vou to know Mr. Naster is not an intimate 
acquaintance of mine or an intimate associate, either. 

Mr. DeWtxp. You said you didn’t want to be unfriendly with 
him, that vou were glad to be his friend. 

Mr. Cavupte. I think you would feel the same way, Mr. DeWind. 
The man has served his sentence. He has paid his debt to society. 

Mr. DeWinp. Why didn’t you feel the same way about Mr. Grune- 
wald ? 

Mr. Cavupir. I just didn’t want to meet Mr. Grunewald. I just 
didn’t have any desire to do so. 

Mr. DeWinp. Well, was it his reputation that bothered you? 

Mr. Cavupir. It may have been. But here I get a long-distance 
callat night wanting me to meet Mr. Grunewald. 

Mr. DeWrnp. Oh, this was at night? 

Mr. Caupir. Yes, sir. 

Mr. DeWinp. At your home? 

Mr. Cavote. At my home. I didn’t want to meet Mr. Grunewald. 
I don’t want to meet him now. 

Mr. DeWrxp. Well, you said that you knew Mr. Grunewald was a 
friend of Mr. Oliphant’s. Is that what you said ? 

Mr. Cavuptr. I do not know for sure, but I think so. I think he 
is, or has been. 

Mr. DeWtnpv. Well, if Mr. Oliphant had him as a friend, why did 
you feel you should not ? 

Mr. Cavupte. Well, Mr. DeWind, it is just a question of whether 
you want to or whether you don’t. 

Mr. DeWinp. But vou generally didn’t go around repudiating new 
friendships, did you ? 

Mr. Caupie. No, sir; it was not my habit to do so, sir. 

Mr. DeWinp. Well, why was it your decision in this case? 

Mr. Cavpie. I wasn’t repudiating a friendship for Mr. Grunewald, 
because none had ever begun. 

Mr. DeWinpv. Well, rejecting the possibility of friendship? 

Mr. Caupier. I just didn’t want to see the fellow. That is all. 

Mr. DeWtnp. I was just trying to get for the committee why you 
didn’t want to see him. 

Mr. Cavupie. I just told you why. 

Mr. DeWinp. I don’t know why you had a particular prejudice 
against this man. 

Mr. Cavpie. Well, sir, I tell you, Mr. DeWind, I just did not want 
to know the man nor have anything to do with him. I suppose I 
um entitled to some personal taste about a thing. 

Mr. DeWinp. Well, but you had never seen the man. 

Mr. Cavupie. No, sir, I don’t believe I ever had. If he stood here 
right now, I wouldn't recognize him. I do not ever remember seeing 
Mr. Grunewald. 
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Mr. DeW rnp. Well, then, when a person that you feel friendly 
towards says you ought to meet this man, and vou don’t know him, 
nevertheless, you said you had a feeling you shouldn’t meet him ? 

Mr. Cavupte. I just didn’t want to meet him. 

Mr. DeWinp. Well, so little did you want to meet him that you say 
you cut-off Mr. Naster without telling him why. 

Mr. Caupte. | just told him—the idea of him calling me up at 
11 oclock at night and wanting me to meet Mr. Grunewald. How 
would you feel about it, Mr. DeWind ¢ 

Mr. DeWtnp. | don’t know. IL am just trying to find out how you 
felt about it. 

Mr. Caupie. Well, I am telling you how I felt. 

Mr. Byrnes. Have we identified when this call was made, Mr. 
DeWind? 

Mr. DeWinp. This call, | believe, was made in the early part of 
the summer. 

Is that right? Just before you went to Europe ¢ 

Mr. Caupie. Yes, sir; | would say it was made 2 or 3 days before I 
left, on July the 19th. It must have been made somewhere about the 
15th. 

Mr. Byrnes. The loth of July ! ¢ 

Mr. CaupLr. Some ali along there; yes, sir. 

Mr. DeWixv. Did you know anybody else who was a friend of Mr. 
Grunewald's ¢ 

Mr. Caupte. No, sir, 1 sure don’t. 

Mr. DeWrnp. Only Mr. Oliphant ¢ 

Mr. Caupte. Whether Mr. Oliphant is an intimate acquaintance of 
his, 1 do not know for a certainty. 

Mr. DeWinp. I thought you said you did know. 

Mr. Caupte. [think so,sir. Thatismy opinion. I never have talked 
to Mr. Oliphant about Mr. Grunewald in my life. 

Mr. DeWinv. Well, what led you to think he was a friend of Mr. 
Grunewald ¢ 

Mr. Cavupie. Well, I heard that he was. I don't know who told 
me. ‘The press here says that; the account of the newspapers said 
he is, 

Mr. DeWinp. Well, but this was a long time ago. 

Mr. Caupie. Yes, sir. That is only recent; what I am talking 
about is right now. But L never have talked with Mr. Oliphant about 
Mr. Grunewald, [I do not believe, during by lifetime, my official 
lifetime. 

Mr. DeWinxv. Well, now, here was a call from your friend, Mr. 
Naster, who wanted you to meet Mr. Grunewald. 

Mr. Caupue. Yes, sir. 

Mr. DeWixp. And you knew at that time that he was a friend 
of Mr. Oliphant’s. Somebody had told you that. 

Mr. Caupte. Yes, sir. 

Mr. DeWinxp. You have said you thought he had an apartment 
house, and a fortune. 

Mr. Caupie. Well, IT just heard he was a very wealthy man, made a 
lot of money up here. And I don’t hold that against him, just so he 
paid his taxes. That’s all. 

Mr. DeWinpv. Not holding that against him, just what did you hold 
against him ¢ 





INTERNAL REVENUE INVESTIGATION 


Mr. Caupte. Mr. DeWind, when you do not want to meet anybody 
and do not want to have anything to do with him, that is a man’s 
personal taste. 

Mr. DeWtinp. I am just trying to get at the reasons for it. 

Mr. Cavpie. That is my reason. There are no other reasons. 

Mr. DeWinp. Why was your taste exercised against him ¢ 

Mr. Frost. Mr. Chairman ? 

Chairman Kine. Mr. Frost. 

Mr. Frost. Committee counsel has asked the same question this 
morning and this afternoon at least 15 times, and the witness has 
answered it every time. I think that there is no occasion for cumu- 
lative answering of the same question again and again and again. 

Chairman Kine. Very well, Mr. Frost. 

Had you reason to believe, Mr. Caudle, at any time, that Mr. Grune- 
wald’s reputation was perhaps unsavory? Had you that impression 
at the time you were called ¢ 

Mr. Cavupte. I don’t believe that I felt like the reputation was un- 
savory. 

Chairman Kine. He had had, here in the District, publicity of not 
the best sort. 

Mr. Cavupie. Yes, sir: he had a lot of publicity, a lot of unfavorable 
publicity, and, Mr. Chairman, I just didn’t care to make the man’s 
acquaintance. IT just simply didn’t want to do so, sir. 

Chairman Kine. How long ago was this, again, Mr. Caudle? 

Mr. Cavupie. Sir? 

Chairman Kine. How long ago was this that you were called in 
behalf 

Mr. Cavupte. Well, it was just 2 or 3 days before I left on this trip 
to Europe. I left on July the 19th, I believe it was, and I got this 
eall late at night, around ll or 12 o'clock at night, if I remember. 

Chairman Kine, That was this year? 

Mr. Cavpir. Yes, sir, 1951. 

Chairman Kine. But you do not recollect that it would have been 
an impression you had that Mr. Grunewald was perhaps not the sort 
of man that you would want to have, as closer than just an ordinary 
acquaintance ? 

Mr. Caupte. I tell you, Mr. Chairman, I just don’t know, except 
what I heard about Mr. Grunewald. I did not care to cultivate him or 
know him. 

Chairman Kine. That is all. 

Mr. Caupze. I didn’t like a mysterious telephone call coming to me 
almost at midnight in my house. 

Chairman Kine. That, in itself, would have been enough to dis- 
courage you to some extent ¢ 

Mr. Caupie. Yes, sir; it sure did. 

Mr. DeWrnp. In that connection, Mr. Caudle, didn’t you feel when 
Mr. Naster called you late in the evening there must be some emer- 
gency or special reason why he should call you and think you should 
meet Mr. Grunewald? 

Mr. Caupie. Mr. DeWind, T just don’t know. It was a strange 
call, and I just didn’t like the man calling me anyway. 

Mr. DeWi inp. But you have said you had no feeling against Mr. 
Naster. 
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Mr. Caupie. No, sir: I have no personal feeling against Mr. Naster 
at all, except that I am no intimate acquaintance of Mr. Naster. 

Mr. DeWrnv. You had been very glad to accept his hospitality on 
his yacht in Florida? 

Mr. Cavupie. That is just walking up a gangplank and walking 
around a boat. And I want to bring out the fact that this yacht he 
had, or boat he had, was tied up right beside his house on Indian 
River, which is right across from Collins Avenue, in Miami, Fla— 
Miami Beach. Out of curiosity, I wanted to see the boat. It is a 
pretty boat. 

Mr. DeWrnp. Well, you had been very glad to try to get him a 
passport; hadn't you ¢ 

Mr. Caupie. No, sir. 1 would have gladly given him the pro- 
cedures, as I would anyone. Because I think Mr. Nathan felt, or 
maybe Mr. Naster felt, that since the Tax Division convicted him 
they were the ones who would play a primary part in his getting a 
passport. T assume that was why they called me. 

Mr. DeW inp. Now, just what did you do to get that passport for 
Mr. Naster? 

Mr. Caupie. The only thing in the world that was done, as far as 
I was concerned, Mr. DeWind, was to advise Mr. Nathan to tell Mr. 
Naster to see his parole officer, and that he should tell his parole 
officer in detail what his purposes were in going to Europe, what his 
business was in Europe, where he was going, how long he was going 
to stay, and all the facts, for the parole oflicer’s recommendation to 
the Parole Board, so that it could act upon it and recommend to the 
State Department whether it should be granted or not. 

Mr. DeWinp. And that is all you ever had to do with it? 

Mr. Caupie. Yes, sir. 

Mr. DeWrinp. Did Mr. Naster ever come to see you about it ? 

Mr. Cavpie. No, sir. 

Mr. DeWinp. Did Mr. Naster ever visit you in your home? 

Mr. Cavpie. One night Mr. Naster—I do not know how long it has 
been; it has been probably 9 or 10 months ago, maybe longer. ‘The 
telephone rang, and someone answered the phone and said Mr. Naster 
said he is coming out to the house. He did come out to my house. 
I wish that he had‘not come out to my house. But, Mr. Chairman, 
the gentleman came out to my house; he stayed there a few minutes: 
he shook hands with Mrs. Caudle and the children. I don’t believe 
he stayed there more than 5 or 10 minutes, and he left. I wish he had 
not come, but he did. 

Mr. DeWinp. What did he come about, Mr. Caudle? 

Mr. Caupite. He just came out to pay the family. apparently, a 
visit, nothing more. 

Mr. DeWinp. He didn’t come out to discuss his passport ? 

Mr. Caupte. No, sir: he did not. 

Mr. DeWinv. Did he mention his passport to you? 

Mr. Caupte. No, sir: he never mentioned it. 

Mr. DeWinp. What did he mention ? 

Mr. Cavupie. He didn’t mention anything. 

Mr. DeWinp. Just dropped in for 5 minutes and then left ? 

Mr. Cavpre. Just came out, probably like a return visit. when I 
came to his house, I suppose. I wish Mr. Naster had not come out 
to my house, but he did. 
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Mr. DeWinv. Why do you wish he had not come out to your house ? 

Mr. Cauptr. Yes, sir. 

Mr. DeWinp. Why do you wish he _ id not come out to your house ¢ 

Mr. Cavpi > I didn’t know Mr. Naster, Mr. DeWind. T didn’t 
know him. I didn’t have anything against the man at all. But I 
just didn’t know him. And I just wish he had not come to my home, 
there. How would you have felt about it / 

Mr. Byrnes. Well, you went to his house; did you not / 

Mr. Cauptr. Yes, sir. 

Mr. Byrnes. That was before this occasion / 

Mr. Caupue. Yes, sir. That was down in March, I think, Mr. 
Byrnes, somewhere in February or March when T was down there. 

‘Mr. Byrnes. Well, if you went to his house, you say now you would 
just as soon he did not come to yours, though ? 

Mr. Cavpte. What I mean, Mr. Byrnes: I did not want to encourage 
an intimate acquaintanceship in this manner, because [ didn’t know 
the gentleman. 

Mr. Byrnes. You were not doing that in the first instance by going 
to his home ¢ 

Mr. Caupie. No, sir. I was intrigued. I will tell you. He had 
a beautiful home down there. The man, I understand, is an electrical 
wizard. I wanted to see his boat, and Mr. Naster was very courteous 
io me there, sir. And I didn’t mind him coming out to my house, 
but I just somehow wish that he hadn't, had not come. People go 
back and say that they have been out and visited you, and wrong 
impressions are made. And I didn’t know him that well, hardly 


knew the man at all, hardly knew him at all. 


Mr. Chairman, would it be possible for the cameraman over here to 


shap me sometime when I do look natural? These fellows over here 
sit here, and they just wait. [Camera bulbs flash. ] 

See there, now. My finger pointing at them! If you look at Life 
Magazine this last last week, you will see all these different poses, Mr. 
Chairman. 

Chairman Kine. Do they disturb you now, Mr. Caudle? 

Mr. Cavpte. Mr. Chairman, with all these moving-picture machines 
around me and probably television, and all the wheels are going 
around and around, and the chief counsel asking me questions, no one 
on earth can feel at home in this place. 

Mr. Frosr. Mr. Chairman, might I suggest that the newsmen re 
serve their flashes for after the testimony? Then T am sure Mr. 
Caudle will oblige them. 

Chairman Kixe. I was going to suggest to the photographers that 
Mr. Caudle has been a very willing and fit subject for several days. 

Ale. Caupie. | have been here a long time, Mr. Chairman. 

Chairman Kine. And T would suggest that the photographers de 
clare themselves in a recess for another half hour or 40 minutes. 

Mr. Caupuir. Thank you, sir. 

Mr. DeWinp. Now, what did you suppose you had ever said to Mr. 
Naster that led him to feel that he could call vou in the middle of the 
night to arrange a meeting with Grunewald ? 

Mr. Caupte. Mr. DeW ind, I simply do not know. I simply do not 
know, sir. You are in public life. You are cordial to people. Some 
of them naturally talk to you. They like to say that they know you. 
My telephone is wide open all the time. and my home is, too. 
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I can’t answer your question. 1 just don’t know, sir. 

Mr. DeWinp. Let’s find out again: Just when did you first meet 
Mr. Nathan? 

Mr. Cavupie. I met Mr. Nathan, Mr. DeWind, about 214 years ago, 
imagine. I met him in Miami, at the Miami Airport. 

Mr. DeWinv. About 214 years ago? 

Mr. Cavupie. I think so, sir. I can’t be accurate, but L think so. It 
was in the wintertime. I flew down there with Mr. Harry Payne and 
Mr. Bennie Griffin in Mr. Payne's plane. 

Mr. DeWinp. You testified this morning that thereafter you con 
sulted with Mr. Larson about Mr. Nathan’s character and reputation, 
and Mr. Larson told you that he was all right: that he was a good 
nan. 

Mr. Caupte. I did not consult with him about Mr. Nathan. I re- 
member at one time I asked him how he felt toward Frank Nathan, 
and he said he felt like Frank Nathan was a good man. I did not go 
into any detail; don’t you understand? That is my best recollection, 
Mr. DeWind. 

Mr. Nathan had a lot of friends then. A lot of very fine reputable 
people went to his home. He knew a lot of them here in Washing- 
ton. He lived in a good neighborhood there in Miami Beach. 

Mr. DeWinv. Well, now, do you remember stating to this com- 
mittee, Mr. Caudle— 

I knew that Mr. Nathan knew Jess Larson and knew him awfully well, and 
I was worried about it, because I did not want to give the impression, because 
I have talked to Mr. Larson about Mr. Nathan a lot of times, and I would like 
to say 
that is the end of that reference. 

Mr. Caupie. Well, | would like to amend that statement and say 
that I did not talk to him about Mr. Nathan a lot of times. 1 talk to 
Mr. Larson a good many times when I see him. I talk to him over 
the telephone. I talk to him about the small, very small part I bought 
in that tract. 

Mr. DeWinv. Well, now, are you aware that Mr. Larson testified 
here before this committee—— 

Mr. Caupie. Yes, sir. 

Mr. DeWrnp (continuing). And said that as early as 1948 he had 
taken steps to have Mr. Nathan’s name placed upon some sort of black- 
list at the War Assets Administration as an undesirable character ¢ 

Mr. Caupte. No, sir; I did not know that. 

Mr. DeWinp. Well, Mr. Larson did so testify here. And now you 
are telling us that you talked with Mr, Larson after you had met Mr. 
Nathan, which was only 244 years ago, and Mr. Larson told you that 
he was a fine man. 

Mr. Caupte. My best impression was that Mr. Larson felt that Mr. 
Nathan was a good man and could be trusted, according to my remem- 
brance of the conversation with him, which has been a good while ago. 
It was a very brief conversation. 

Mr. DeWinp. And this earlier answer that you gave, that you 
talked with Mr. Larson about Mr. Nathan many times, you now say 
was in error ¢ 

Mr. Caupie. Yes, sir. I think that is in error, Mr. DeWind. 

Mr. DeWinpv. But this conversation did occur, obviously, not more 
than 214 years ago. In fact, a good deal less, because you didn’t find 
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out about the Nathan black-market indictment until some months 
after you had met him, and it was only after that that you talked to 
Mr. Larson, 

Mr. Caupte. That is right. 

Mr. DeWtnp. Well, it is impossible to reconcile Mr. Larson’s stated 
views of Mr. Nathan here with what you say he told you. 

Mr. Caupie. It may be, Mr. DeWind. I know Mr. Larson is a very 
fine, honorable man. I know of no one on earth I have more respect 
for than I have for Jess Larson—a fine person. 

Mr. DeWinv. What about this statement that you knew that Mr. 
Larson knew Mr. Nathan and knew him awfully well? Was that 
an accurate statement ? 

Mr. Caupte. I think that Mr. Nathan knew Mr. Larson and that 
he knew him well, in my best recollection. 

Mr. DeWinp. And Mr. Larson told you that Mr. Nathan was a 
man of good reputation and character ? 

Mr. Caupie. The best that I can remember, I talked to Mr. Larson 
about Mr. Nathan, and he said he thought Frank Nathan was a good 
man. Now, when that exactly was, I just can’t tell you, to save my soul. 

Mr. DeWrnp. He certainly didn’t tell vou he was an influence 
peddler with a bad reputation. 

Mr. Caupte. No, sir. I don’t remember Mr. Larson ever telling 
me that. I sure don’t. He probably thought so, or may have had it 
in his mind. I know he has been very much embarrassed about it as 
well as myself. 

Mr. DeWinp. Now, then, this morning at the outset, you said 
that when Mr. Naster talked to you about Mr. Grunewald you knew 
that Mr. Grunewald had a bad reputation and you didn’t want to 
meet him. 

Mr. Caupie. Well, now, did I say that? A bad reputation? I 
don’t think T ever said he had a bad reputation. 

Mr. DeWrnp. I think you did say you had heard about him and 
what you heard was not good. 

Mr. Cavupie. I want to correct that, because I do not think Mr. 
Grunewald has a bad reputation. I want to correct that, if IT did say 
it. I didn’t intend to say it. I have no real reason to think that. 

Mr. DeWinpv. You didn’t feel, after Mr. Naster had made this 
mysterious call at night about Mr. Grunewald, that you ought to talk 
to Mr. Oliphant about it? 

Mr. Caupte. No, sir; it was none of my business, and I was about 
to leave to go to Europe. I was busy trying to get my house in order. 
My family was about to go down to the beach. And Mr. Naster called 
me at 11 or 12 o'clock at night. I didn’t much like that. I didn’t like 
the telephone call at all. And I was suspicious of the call. I couldn't 
figure out what it was about. 

Mr. DeWinp. Well, you thought there was something that you 
didn’t like about it and something that might be harmful to you? 

Mr. Caupte. Whether it would be harmful to me, but I say I just 
didn’t like the way the call was put in tome. And I suppose—I hope 
that you will let me have an opportunity to have a personal opinion 
about it. 

Mr. DeWinp. Oh, yes, indeed. Yes, indeed. 

Did you ever have calls from Mr. Nathan at night ? 

Ri Cavpie. Yes, sir. Mr. Nathan has called me several times at 
night. 





INTERNAL REVENUE INVESTIGATION 1601 


Mr. DeWinv. Why did you feel that Mr. Naster’s call was different 
from Mr. Nathan’s call? 

Mr. Cavpte. When Mr. Nathan called me, Mr. DeWind, I had con- 
fidence in Mr. Nathan. That is why my family went to his home, 
and why my children went to his home. That is exactly why. 

Mr. DeWixpv. Now, do you recall, Mr. Caudle, when you appeared 
before the committee in exec utive session, and you were asked ques- 
tions concerning Mr. Nathan’s use of your name, and you said that 
you had heard that he had used your name in connection with an 
oil deal in Alfalfa County. 

Mr. Caupte. That's right, sir. 

Mr. DeWrnv. And that was all you said at the time, wasn’t it? 

Mr. Caupze. That is exactly the question Mr. Byrnes asked me 
before we adjourned here for lunch. 

Mr. DeWinp. Yes. Now, at that time, you didn’t tell us all about 
this Teitelbaum story. 

Mr. Caupie. But [ told you about Teitelbaum. I told you about 
Teitelbaum, and we were talking about oil leases, were we not? 

Mr. DeWinp. No, you didn’t tell us about Teitelbaum. You never 
mentioned ‘Teitelbaum. 

Mr. Caupte. Oh, Mr. DeWind, | think if you look at that record, I 
think you will find you made a mistake in saying that. Because I 
heard rumors, and T meant to say that Mr. Nathan had been peddling 
my name around with Mr. Teitelbaum, and I just simply made up 
my mind that I was going to end this thing for good and forever and 
call him over the phone. Didn’t I tell you all that? 

Mr. DeWinp. No, you did not. 

Mr. Cavupte. Are you sure, Mr. DeWind? 

Mr. DeWinp. Not a word about Teitelbaum. Not a word about a 
tax case. Nothing but an oil deal. 

Mr. Cauptr. Yes, sir, but Teitelbaum was in it. I think I told you 
that. 

Mr. DeWinv. No, sir, you did not. 

Mr. Cavpie. Well, I think you are mistaken, anyway. 

Mr. DeW inv. Well, I am not mistaken about that, but let’s assume 
you mentioned Teitelbaum. 

Mr. Cavupir. I know that Mr. Cohen came in to see me and told me, 
and told me if IT would, to please keep it in confidence. 

Mr. DeWrtnp. Mr. Cohen asked you to keep this in confidence? 

Mr. Cavoir. When he came in to see me, yes, sir. 

He told me he wanted to tell me about something, and he came in 
to see me, if I remember, and told me to please keep it in confidence, 
and I told him I would sure try to do so. And when T got on the 
telephone, didn’t I tell you—— 

Mr. DeWixv. What did he ask you to keep in confidence? 

Mr. Cavpie. Well, Mr. DeWind, the man was really trying to as- 
sist me and not let me be embarrassed about anything, and I appre- 
ciated him coming to see me. But I want you to know this, that I 
talked—— 

Mr. DeWinpv. Was his request to keep his name in confidence ? 

Mr. Caupie. If IT remember, that is what his request was. 

Mr. DeWinpv. He did not ask you to keep an allegation of a crime 
in confidence ? 

Mr. Caupitr. No, no. No, sir. 
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Mr. DeWinp. Now, here was an allegation of a rather serious crime. 
What did ‘you do about it¢ You didn’t tell this committee about it. 

Mr. Cavuprr. No, sir. IT didn’t talk to the Bureau about it or 
anything. 

Mr. DeWinp. And yet when we questioned vou about Nathan us- 
ing your name, vou never mentioned a tax case. You never mentioned 
Mr. Teitelbaum. 

Mr. Cavorr. T think T mentioned Mr. Teitelbaum to you. 

Mr. DeWinv. The record is devoid of any such reference. 

Mr. Cxvpie. I declare, the man just missed getting it, because I am 
almost sure I did. ‘That was the reason I gave you about telephoning. 
«bout calling over the phone down in Miami. 

Mr. DeWtnp. Since that time, have vou not told a number of people 
vou never heard of Teitelbaum until the hearings here this week? 

Mr. Cavpte. I want vou to know T never heard of Teitelbaum until 
Mr. I. 'T. Cohen came into my office. 

Mr. DeWrvxp. But haven't vou told a number of people recently 
that vou never heard of Teitelbaum until his name came up in these 
hearings here this week? 

Mr. Cavprr. Now. how could I ever forget the conversation I had 
with Mr. Cohen? T haven’t told anybody about that. 

Mr. DeWrxp. Well, when vou came before this committee, you 
didn't tell us about it. 

Mr. Cavupie. I think we were talking about oil interests I bought 
and lost somuch on. On everything IT bought I lost. 

Mr. DeWinp. You were asked particularly about Mr. Nathan’s 
use of your name. You didn’t mention Mr. Teitelbuum. You didn’t 
mention any tax ease. You didn’t mention Mr. Cohen coming to you. 

Mr. Cavore. Mr. DeWind, don’t you think you are mistaken about 
that, sir? 

Mr. DeWinp. No, sir, I do not. 

Mr. Caupie. Well, I may be mistaken. 

Mr. DeWinpv. We will be very glad to have you inspect the record, 
and there is no reference to it anywhere. 

Mr. Caupte. I will take your word for it, sir. There was no secret, 
from me. Mr. Cohen asked me to keep his name out of it. He wanted 
to protect me and tell me what was going on, and when he told me I 
became enraged about the matter. 

~Mr. DeWinv. Well, now, even if you didn’t think you should take 
this committee into your confidence, did you feel that if there were 
charges of a tax extortion scheme going around you should do nothing 
about it? Was that your feeling? 

Mr. Caupte. Mr. DeWind, I did not do anything about it, because 
I did not know whether or not that thing was so or not. But the thing 
that concerned me the most was my name being peddled around about 
the little small interest 1 had in that tract of land with Teitelbaum. 

Mr. DeWinp. What was your name peddled for? Your name was 
being peddled in connection with a tax extortion story ? 

Mr. Caupie. Yes, sir. 

Mr. DeWinv. And that didn’t concern you? 

Mr. Caupte. Yes, it did concern me, too. 

Mr. DeWrnpv. What did you do about it? 

Mr. Caupte. I did not do anything about it, Mr. DeWind. 
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Mr. DeWinp. Did you tell anybody about it / 

Mr. Caupie. No, sir. I later told Mr. James McInerney about it. 

Mr. DeWinp. Did you tell Mr. Oliphant his name was being bandied 
around—— 

Mr. Caupie. No, sir, 1 did not tell Mr. Oliphant. I probably should 
have told him, but I did not. I did not tell the gentleman. 

Mr. DeWrnpv. Did you ever suggest that the FBI should investigate 
this story ¢ 

Mr. Caupie. No, sir, I didn’t. 1 know one thing, sure and certain. 
I was not going to let my name get—— 

Mr. DeWtinp. Then your testimony is you were much more con 
cerned that your name was being bandied around in connection with 
an oil transaction than you were to hear it was being bandied around 
in connection with tax extortion ¢ 

Mr. Caupie. Mr. DeWind, I was concerned about both of them. I 
was concerned about both of them. 

Mr. DeWinp. Well, but you took steps to get out of the oil deal, 
but you didn’t take any steps to— 

Mr. Caupie. Get out? 1 never did get in. I never was in. And 
you are trying to infer I knew something— 

Mr. DeWunp. I am saying you took no steps to get your name dis- 
associated from this story or to get the name of anyone else dis- 
associated. 

Mr. Cavupie. I know one thing, Mr. DeWind. That was a story 
Mr. Cohen told me, and IT didn’t know whether to believe it or not. 
I just did not know. And I did the best thing I thought for myself 
in the matter, which I did. I wanted to extricate myself from having 
any interest in that tract of land in Alfalfa County. 

Mr. DeWinp. But you didn’t give anyone else whose name was men- 
tioned a chance to extricate himself. 

Mr. Cavoier. I did not call anybody else, Mr. DeWind. 

Mr. DeWinp. You are not concerned as to whether Mr. Nathan 
was in fact connected with a tax extortion ¢ 

Mr. Caupue. I was certainly concerned. But I did not know. Mr. 
Cohen sat down there with Mr. Teitelbaum, and Mr. Teitelbaum told 
his story, and Mr. Cohen related it to me, and T couldn’t tell what in 
the world the thing was about, whether it was true or false. 

Mr. DeWtnp. Your total reaction was to get out of the oil deal and 
to surmise that this guttural German accent might belong to a Mr. 
Grunewald ¢ 

Mr. Cavpte. Mr. Cohen said it was a guttural accent, according 
to Mr. Teitelbaum. And when Mr. Naster called me up after I got 
back ose Europe, called me up, I mean, before I went to Europe. 
and Mr. Cohen told me this story after 1 got back from Europe—then 
I surmised that it was. And I still do not know fora certainty. 

Mr. DeWinpv. Well, didn’t Mr. Cohen indicate to you that his reason 
for talking to you was because he feared the story was true? 

Mr. Caupie. Well, I tell you he was disturbed about it. TI was dis- 
turbed, myself. 

Mr. DeWtnp. So disturbed that he came to Washington to tell you 
about it. 

Mr. Cavupie. He sure came in to see me, and I was grateful for it. 
I certainly was. 
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Mr. DeWtnp. Now, you said just now that you felt that you should 
have told Mr. Oliphant. Was that right? 

Mr. Caupur. No, sir, I didn’t say that, sir. There are so many 
rumors, Mr. DeWind, in the Bureau of Internal Revenue and the 
Department of Justice—sometimes it is almost a rumor factory. 

Mr. DeWrnp. These rumors happen to be a direct story brought 
to you by a friend and concerning a friend of yours. 

Mr. Caupie. Yes, sir. It was just hard for me to believe. It was 
just hard for me to believe that Mr. Nathan would be a part of it. 
Hard for me to believe. 

Mr. DeWixp. Did you make any report to Mr. McInerney about the 
situation ? 

Mr. Caupue. I talked to Mr. McInerney about it. 

Mr. DeWinpv. When did you do that? 

Mr. Caupte. I talked to him—oh, I don’t know. It hasn’t been so 
very long ago. 

Mr. DeWinp. You didn’t talk to him at the time that Mr. Cohen 
came to see you? 

Mr. Cavpier. No, sir: IT did not. 

Mr. DeWinp. When did you first talk to him? 

Mr. Caupie. I do not know, Mr. DeWind, when it was. It must 
have been about a month or two ago, about 2 months ago, or a month 
and a half ago. 

Mr. DeWinp. What led you to talk to him about it then ¢ 

Mr. Cavpie. I just talked to Mr. McInerney. He had heard some 
rumors and things, and I just asked him—I told him about this con- 
versation I had with Mr. Cohen. 

Mr. DeWinp. Well, when was that? Just about the time you 
came over to see this committee for the first time / 

Mr. Caupie. Oh, no, sir. It was before that, sir. I don’t know 
when it was. It was before the President dedicated the new Wake 
Forest College at Winston-Salem, I think. Somewhere along about 
that time. 

Mr. DeWixp. When was that / 

Mr. Cavupie. I just don’t remember. Some time in, I believe, 
October, I think. IT told Mr. MeInerney what Mr. Cohen had told me. 

Mr. DeWinxp. What was your reason for going to Mr. MeInerney 
at that time ¢ 

Mr. Caupite. Mr. MeInerney had heard that there was going to be 
an unfavorable article written about me in the Post. I mean in some 
newspaper—not the Washington Post. And he was telling me about 
these things. And‘I told him about this conversation I had with Mr. 
Cohen. Now, maybe I should have done something about it, but | 
didn’t. I did not know how true it was. Here is a man who was 
riding on a plane and had tax troubles himself, and here he had this 
story, which may be true or false. I do not know. 

But the thing that I was concerned in, that—the main thing at the 
moment, was that Teitelbaum had told Mr. Cohen that my name was 
being used by Mr. Nathan as being a partner in this tract of land, and 
I became so enraged about it and so disturbed about it I called him 
over the telephone. 

Mr. DeWrnxp. You say that was the main thing? 

Mr. Cavupie. You say that was not the main thing, but that was 
one of the main things. 








INTERNAL REVENUE INVESTIGATION 1605 


Mr. DeWinv. Wasn’t that a subsidiary thing? Wasn't the main 
thing the tax extortion scheme? 

Mr. Caupie. If that was so, Mr. DeWind, sometimes you hear so 
many stories that you just don’t know what to do, but the thing about 
it was that I did not call anybody about that matter, except I gave Mr. 

Nathan the devil on the phone. 

Mr. DeWinp. And when you were questioned here, did you think 
that this committee was a committee investigating oil deals + 

Mr. Caupier. Well, I thought at the time—we were talking about 
the matter, Mr. DeWind, we were talking about oil investments, little 
oil investments 1 made on borrowed money and lost. 

Mr. DeWinvo. What we were talking about was Mr. Nathan’s use 
of your name. 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. And you came up with this answer that you had heard 
he used your name in connection with an oil deal. 

Mr. Cavptr. Yes sir, but IT wouldn't have had any hesitaney in 
telling vou about it, not one bit in this world. And T hope you don’t 
hold it against me because [ didn’t. If you asked me, [ would 
certainly have told you. 

Mr. DeWrnp. I think it is an extraordinary omission. 

Mr. Cavupte. But I do say this, that inasmuch as you did not ask me 
about it, and I thought surely L mentioned Mr. Teitelbaum to you, 
about this airplane ride—I know I said there was rumors about 
Mr. Nathan bandying my name around. There was rumors about 
his bandying my name before the Teitelbaum thing came up, about 
this tract of land. 

Mr. DeWinp. In tax cases ¢ 

Mr. Caupte. No, about this tract of land. 

Mr. DeWixp. But what about in tax cases / 

Mr. Caupie. May have been some, Mr. DeWind. 

Mr. DeWinxpb. Did you hear such rumors? 

Mr. Caupte. | have heard such rumors, yes, sir. 

Mr. DeWinp. In connection with such cases ¢ 

Mr. Caupte, I do not remember. 

Mr. DeWinp. Well, now, who brought you those rumors? 

Mr. Cavpte. I do not know, Mr. DeWind, who did. I know Mr. 
Turner Smith talked to me, and Mr. Meyer Rothwacks, that Mr. 
Nathan was peddling my name around, that he had influence with 
me and among other things, was using my name to promote things 
that he was interested in. It disturbed me and it worried me. 

Mr. DeWinp. Mr. Smith testified that he brought these rumors to 
you more than a year ago. 

Mr. Caupte. Didn't he say about 10 months ago? 

Mr. DeWinpb. Well, I think he said 10 months to a year or more. 

Mr. Caupie. Well, something like that, sir. 

Mr. DeWrnpb. But you didn’t do anything about it at that time? 

Mr. Caupir. Yes, I did. Mr. DeWind. I talked to Mr. Nathan, 
and I asked him why these rumors persisted, and why he had used 
my name. I talked to other people about it. About that time I went 
down to Florida with Mrs. Caudle. I remember that on my return, 
L just made up my mind that [ was not going to be embarrassed any 
further about these rumors. And I just began to divorce myself 
from Mr. Nathan ina manner which I thought was adequate, because 
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I have run into him just occasionally. I was fond of him, as you 
know. But I felt like that he had been using my name, because of 
the rumors, and I felt like that I was doing the thing that 1 ought to 
do, and I did it in the way that was adequate. 

Mr. DeWrxp. You say you started to do this a year ago? 

Mr. Cavupie. No, sir. I though about it, worried about it. 

Mr. Byrnes. Well, when did you start to do something about it / 

Mr. Caupte. Sir? 

Mr. Caupie. No, sir. IT thought about it, worried about it. 

Mr. Caupte. It was after I returned from Florida, I think some- 
thing around March, Mr. DeWind. 

Mr. Byrnes. March of this year? 

Mr. Caupte. Yes, sir. 

Mr. Byrnes. Then you contend you started to sever your relation- 
ship with Mr. Nathan ¢ 

Mr. Caupie. Yes, sir; I felt like 1 had to do it. and I did. Mr. 
Nathan knows that I have seen very little of him. I have run into 
him occasionally, or a call on the phone, but that is all. 

Mr. DeWrnxp. You say you would occasionally call him on the 
phone ? 

Mr. Cavupie. No, sir, he would call me, call my phone. 

Mr. DeWinv. Haven't you made calls to him in that period ? 

Mr. Caupie. T may have, Mr. DeWind. T may have. 

Mr. DeWrinp. Well, now, how do you reconcile making calls to him 
with trying to get rid of him? 

Mr. Cavupie. Well, I may have called him at least once or twice about 
the oil investments that I had purchased, which had fallen from 
$195.50 for a small interest, down to $20, and was now—appeared to be 
valueless. And I called him, because he knew Mr. Fletcher better than 
I did. 

Mr. DeWixp. Well. did this passport business with Mr. Naster come 
up after that ¢ 

Mr. Caupie. The passport matter came up sometime last I believe, 
Mr. DeWind, sometime last winter. I am not sure. Late winter, last 
March. or—I just don’t know. 

Mr. DeWixp. When did Mr. Naster’s passport application come 
up? 

Mr. Caupte. I do not know. 

Mr. DeWinp. Well, wasn’t that after March ¢ 

Mr. Caupie. I do not know. 

Mr. DeWinp. When was it that you went aboard Mr. Naster’s yacht 
down in Florida ¢ 

Mr. Caupie. That was the first time I met Mr. Naster. 

Mr. DeWrinxp. When was that ? 

Mr. Caupie. It must have been about a year ago. I am guessing 
now. I don’t know. 

Mr. Byrnes. You said you had a regular rumor factory down there 
at the Justice Department. Did I understand you correctly ? 

Mr. Cavpwe. Yes, sir, sometimes it appears that way, Mr. Byrnes, 
rumors about something. 

Mr. Byrnes. Were there a Jot of rumors about fixes in tax cases / 

Mr. Caupie. No, sir. 

Mr. Byrnes. Any other rumors about shake-downs in tax cases? 
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Mr. Caupie. No, sir. No, sir, a rumor will start about something, 
and it will start almost anywhere, about a case. 

Mr. Byrnes. Were any as serious as a rumor that there was a clique 
operating that could adjust tax eases? 

Mr. Caupie. No, sir. 

Mr. Byrnes. When you got that rumor, I should think then that it 
wasn’t just an ordinary rumor and it might be of some concern. 

Mr. Caupie. Yes, sir, that was a serious thing, but I tell you, that 
day, Mr. Byrnes, when I heard my name mentioned about this matter, 
about Mr. Teitelbaum, L was concerned about my reputation. 1 was 
enraged about my name being used, more than anything else. 

Mr. Byrnes. Yet you do practically nothing to find out whether it 
is true or false ? 

Mr. Cav ~ gE. I did not know. I went only on what Mr. I. ‘T. Cohen 
toll me. I did not go any further except to call Mr. Nathan over 
the phone, and gave him a good going over and a good laci ing. 

Mr. Byrnes. And that had to do with an actual crime, didn’t it? 

Mr. Caupte. Mr. Byrnes, that is all I did. That is all I did, sir. 

Mr. Byrnes. Well, if someone was going around saying he could 
fix tax cases and attempting to get money from people who had tax 
troubles, that is a crime, is it not ¢ 

Mr Caupie. Yes, sir. Now, Mr. Byrnes, let me tell you this, now, 
sir. I know that Mr. Cohen and myself talked there, sir, and I know 
he told me this story, probably in better detail up here than he told 
ittome. And I will tell you, at the moment my name was mentioned 
as involved in that thing, I just lost sight of everything, it worried 
me so. I wanted to sever my interest in that tract of land, I wanted 
Mr. Nathan to know how badly I felt toward him for having bandied 
my name around. 

Mr. Byrnes. Well, it was a crime even if somebody was using somie- 
body else’s name, was it not, to try and extort money on that basis? 

Mr. Caupte. Yes, sir. 

Mr. Byrnes. Would that not be something that the Justice Depart- 
ment would be concerned with ? 

Mr. Caupie. Ought to be, Mr. Byrnes, no question about it. 

Mr. Byrnes. Should they not go out and find out whether that was 
being done? 

Mr. Cavpte. They should find out whether that was being done. 

Mr. Byrnes. And somebody should be prosecuted, should they not ¢ 

Mr. Caupie. If they were guilty, unquestionably so. 

Mr. Byrnes. And yet you just dismissed it completely, practically ? 

Mr. Cauptr. I didn’t dismiss it completely. I know I didn’t do 
anything about it. 

Mr. Byrnes. You never talked to Mr. MeGrath ¢ 

Mr. Caupie. I never talked to Mr. McGrath, no. 

Mr. Byrnes. Did you know whether Mr. MeGrath ever heard about 
these rumors ? 

Mr. Cavupte. No, sir. 

Mr. Byrnes. Why did you not talk to Mr. McGrath about them ? 

Mr. Cavupte. I didn’t talk to him because it just didn’t occur to me. 

Mr. Byrnes. Does it not occur to you when you find a law is being 
violated that you ought to do something about it so that the person is 
prosecuted for a v iolation ? 
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Mr. Caupte. Well, Mr. DeWind—I mean, Mr. Byrnes, I have tried 
to answer the questions the best I can. 

Mr. Byrnes. Well, that is all we are asking you to do, answer the 
questions, 

Mr. Caupte. I did not pursue the matter any further. I know that 
I was very bitter toward Mr. Nathan. I know I wrote the letter to 
Mr. Larson. 

Mr. Byrnes. I am talking about what you do as far as law enforce- 
ment down there in the Justice Department. 

Mr. Caupie. Well, sir, ordinarily, Mr. Byrnes, it seems to me that 
if you got a report with some substantiation in facts, it should have 
been brought to the proper attention of those who would investigate it. 
But I did not do that. 

Mr. Byrnes. You did not even mention it to the person who was 
over you in the Department, did you? 

Mr. Caupie. No, sir, not that I recall. I sure didn't. 

Mr. Byrnes. Well, letting a thing like that ride: does that not give 
the whole Department a bad name? 

Mr. Cavupie. I do not know whether it would or not, Mr. Byrnes. 
You hear these things so often sometimes. And when Mr. Cohen 
came in and told me this — 

Mr. Byrnes. “Hear these things so often”? I do not want to inter- 
rupt you, but you say you “hear these things so often.” You mean 
it is just an everyday occurrence, so you dismiss them, now ? 

Mr. Cavpie. No, sir. It is not an everyday occurrence. 

What I should have done was to have taken time out to send a 
memorandum to Mr. McInerney bringing this to his attention, because 
he was in charge of the Criminal Division. But, Mr. Byrnes, I didn’t 
do it. TI had no purpose in not doing it, either. I simply didn’t do 
it. Because I was sick at heart that my name had been used around 
like it had been used, as Mr. Cohen had related it to me. 

Mr. Byrnes. Would it not be the best way to clear your name, to 
get to the bottom of it and find out whether it was true and who was 
responsible, and if there was a shake-down, prosecute the guy and 
put him in jail? 

Mr. Caupie. Yes, sir; probably so, sir. But T didn’t call anybody. 
I cidn’t talk to a soul about it. I didn’t even call the Bureau up, 
did not talk to Mr. Oliphant. I didn’t talk to anybody about it but 
Mr. Cohen. Ltalked to Mr. Nathan, like I told you. 

Mr. Byrnes. You are acquainted with the fact, of course, that the 
Department has a Bureau in it that does not do anything but investi- 
gate, are you not? 

Mr. Cavupie. Yes, sir. 

Mr. Byrnes. But no reference of it was made to the Bureau of 
Investigation ? 

Mr. Caupir. No, sir; none was made, Mr. Byrnes. 

Mr. DeWinp. What other similar charges of crime had_ been 
brought to your attention ? 

Mr. Cavpitr. What other similar crime had been brought to my 
attention? I do not know of any, Mr. DeWind, right now, sir. 

Mr. DrWixp. You say this happened so often. It was just a 
rumor factory ? 

Mr. Caupie. Well, I do not mean to say that the Department of 
Justice is a rumor factory. I know that we have cases that are sent 
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out into the district, and rumors will come up on the cases, and the 
district attorney will call you up, disturbed about something. They 
may want some lawyer to assist them. Or some other rumor may 
start again in the Department. It is not an unusual thing for it to 
happen. It doesn’t happen very often, but it does occur. 

Mr. DeWinp. Now, what do you do when these things occur ? 

Mr. Cavupier. Well, sir, oftentimes you don’t do anything, because 
you don’t have anything to go on. 

Mr. DeWinp. Has anybody else ever come to you with this sort of 
information ¢ 

Mr. Caupte. I don’t believe so, because I would not be the proper 
one for them to come to, Mr. DeWind. 

Mr. DeWinp. This was a unique occurrence, in your experience / 

Mr. Caupte. Yes, sir, it really was. 

Mr. DeEWinb. On the other hand, you said you ignored it, because 
it is the sort of thing that happened all the time. And next you 
say it is unique. 

Mr. Caupie. Sir? 

Mr. DeWinp. First you say vou ignored It because it happened all 
the time. 

Mr. Caupte. No, I didn’t mean that. 

Mr. DeWinp. I would like to get what you do mean. 

Mr. Caupte. I didn’t mean that, sir. I did not ignore it. 

Mr. DeWinp. Well, vou ignored it to the extent of doing nothing 
about it. 

Mr. Caupte. Well, sir, I did not do anything about it, sir. Yes, 
sir. [had the impression that when Mr. Cohen stopped by, he wanted 
to do me a favor. IT remember when IT was in Rome he wrote me a 
letter, if 1 remember, that he had heard something wlile going to 
Chicago; not to be disturbed about it. but he wanted to tell me. And 
then when I got home, the gentleman came by miy office to see me and 
told me. And when he did, it seemed to me that the rumors about 
what had been said about Mr. Nathan was confirmed. And it wor- 
ried me so that I disassociated myself from the tract of land and called 
him up, just like I tried to explain it to you. 

Mr. DeWinp. Well, now, when this happened, you say it never 
happened before that somebody came to you and said, “I have been 
talking to a man who says he has been shaken down by people who 
are using your name or names of other people in the Department. 
Has that ever happened to you before ? 

Mr. Caupzie. I don't believe so, Mr. DeWind. T do not recall it. 

Mr. DeWrinp. Then vou had no cause to ignore this thing because 
it happened all the time. 

Mr. Caupce. It didn’t happen all the time, Mr. DeWind., 

Mr. DeWinp. In fact, it had never happened before / 

Mr. Cavpie. There may have been instances which were brought to 
my attention. I cannot recall any, to save my life. 

Mr. DeWinp. Well, it was entirely unique so far as you know ¢ 

Mr. Caupie. Yes, sir. 

Mr. DeWrnpv. You also say you couldn't do anything because you 
had nothing todo on. Is that right? 

Mr. Caupie. I didn’t mean that, now. Mr. Cohen could have given 
me a memorandum. If I asked him, he could have permitted me to 
send a memorandum to the Bureau giving him as an informant. But 
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the impression I got from Mr. Cohen was that he was telling me 
confidentially about it. And that is the way I treated it. That was 
the understanding I felt like I had with hun. 

Mr. DeWrnp. You felt that you had an understanding that you 
would do nothing about this? 

Mr. Cavpte. No, not that, Mr. DeWind. It was not that. But 
he was doing me a favor to tell me about the way my name was being 
used. and I appreciated it. 

Mr. DeWrnp. Well, now, in connection with your feeling about 
the matter, you had already said that you had heard about Mr. 
Grunewald, and his experiences with the Senate District Committee 
investigating wire tapping ¢ 

Mr. Caupie. Yes, sir. 

Mr. DeWinpb. But still vou felt you shouldn't do anything about it? 

Mr. Caupre. I did not do anything about it, Mr. DeWind. I sure 
didn’t. 

Mr. Byrnes. How often did you see and talk with Mr. MeGrath 
about problems in the Department ¢ 

Mr. Caupte. I kept Mr. MeGrath informed of what was going on, 
Mr. Byrnes, periodically during the month. 

Mr. Byrnes. Well, now, periodically? What do you mean by 
that ? 

Mr. Caupte. I mean I always sent him a monthly report saying the 
cases we had sent out for indictments, the number of cases we had 
won. I would talk with him frequently over the telecom. If 1 
thought something would come up that would embarrass him. 

Mr. Byrnes. What do you mean, something that would embarrass 
him? 

Mr. Caupie. Well, what [ mean—I don’t mean, now, to reflect 
upon the Attorney General, you understand. But what I mean, Mr. 
DeWind—anything that the division could not handle itself or the 
office of the Attorney General ought to know about it. It was always 
our policy to notify him about it or to notify someone in his office 
about it. 

Mr. Byrnes. I still do not understand what kind of a thing you are 
talking about. 

Mr. Caupte. Well, what I mean is—if a situation arises and be- 
comes notorious, we feel that the Attorney General ought to know 
about it. And I would tell him. 

Mr. Byrnes. What kind of a thing would become notorious ? 

Mr. Cavpte. Well, you go back to your Ripps-Mitchell case. 
That was an instance, there, sir, where a thing had gained a great 
deal of notoriety. I did not tell Mr. McGrath about it, but T talked 
to Mr. Ford about it, though, sir. 

Mr. Byrnes. I am trying to find out what kind of thing you talked 
to Mr. MeGrath about. 

Mr. Cacpie. Well, I will tell you, Mr. Byrnes. IT would talk to 
the Attorney General about something we felt like that he ought to 
know about it. Now, T don’t know how to explain that to you, and 
I «clon’t want you to just give up and stop asking your questions. I 
will just answer as long as I have the strength. Yes, sir. 

Mr. Byrnes. The tendency is sometimes almost to give up, Mr. 
Caudle. 

Mr. Cavpie. Well, sir, [am sorry, Mr. Congressman. 
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Mr. Byrnes. But you said that vou sent him a monthly memoran- 
dum on the status of things in your section, or division. 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. And you also talked to him on the intercom, did you 
sav é 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. About things that might be of embarrassment to him 
or to the Department ¢ 

Mr. Caupie. Not embarrassing to him, but to the Department. 

Mr. Byrnes. You mean some case that needed attention, or 
something / 

Mr. Caup ie. Yes, sir, some case that needed attention or something. 

Mr. Byrnes. But you did not talk to him about this? 

Mr. Caupie. No, sir, I did not talk to him about this. I did not 
talk to anybody about this. 

Mr. Byrnes. How often would you have these intercon: conferences ? 

Mr. Caupte. Well, I would not call the Attorney General on the 
intercom unless | felt like that I should do so. 

Mr. Byrnes. Well, I imagine that would be true. 

Mr. Caupir. Yes, sir. 

Mr. Byrnes. I mean, when would you’ How often would vou? 

Mr. Cavupte. Well, whenever something would arise. 

Mr. Byrnes. How often would that be, about ¢ 

Mr. Cavpie. Mr. Byrnes, the Tax Division is a pretty quiet place 
normally. Eighty-five percent of our work over there is civil work. 
And it was not a place like in the Criminal Division, where you are 
on fire and at the back end of a jet all the time. We would give a 
monthly report to the Attorney General. 

Mr. Byrnes. In other words, did you see him at a!l from month to 
month ¢ 

Mr. Caupie. Yes, sir. T would see him very often. He kept up 
with the division very closely. We kept him informed about it, sir. 

Mr. Byrnes. All right. Now, did you have weekly conferences 
with him on the work of the Department? Or did vou have monthly 
conferences, outside of these memorandums / 

Mr. Caupie. No, sir, we did not have any weekly conferences, be- 
cause none were necessary. 

Mr. Byrnes. You had no set-up for conferences with him on the 
operations of the Department, or the Division, rather / 

Mr. Cavupie. You see, I can't speak for Mr. McGrath. 

Mr. Byrnes. He will speak for himself. 

Mr. Cavupie. Yes. But IT would say, Mr. Byrnes. that I talked to 
Mr. McGrath about the work of the Division pretty often, and would 
keep him posted about it. T was anxious for him to know that every- 
thing was moving along satisfactorily, which it was. TI talked to 
him several times about the lack of manpower we had in the Civil 
Division, which disturbed me tremendously. 

Mr. Byrnes. Would you talk to him once a week about matters in 
the division ? 

Mr. Cavupie. Yes, I suppose I would talk to him once a week, cer- 
tainly once every 2 weeks. 

Mr. Byrnes. Now, vou talked to Mr. McGrath after the time that 
Mr. Cohen came to see you about the Teitelbaum affair, did you not 

Mr. Cavpie. I do not know whether I did or not. 
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Mr. Byrnes. Well, if you talked to him every week or at least every 
2 weeks, you must have. 

Mr. Caupte. I probably did. I probably talked to him. But | 
never mentioned it to him. I know I never mentioned it to him, Mr. 
Byrnes. 

Mr. Byrnes. I understand that is your answer to that. But you 
did talk to him, though, about other matters? 

Mr. Caupte. I probably did, but I can’t reeall any now, sir. I just 
don’t know. IT was so busy down in my place. The work had accumu 
lated on me while I was away—that I just did the best I could. [saw 
no necessity about calling the Attorney General about things we 
could do. 

Mr. Byrnes. You could do nothing about this Teitelbaum affair? 

Mr. Caupte. You probably should censure me about it, and [ prob 
ably should have done something about it. but I didn’t. 

Mr. Byrnes. Did the Attorney General make inquiries on his own 
accord ¢ 

Mr. Caup.e. No, sir, he would see me and would ask how we were 
doing in our division. We would send him a monthly report on the 
work of the Department. 

Mr. Byrnes. And your report was that everything was doing fine / 

Mr. Cavupie. We would tell him what we accomplished, yes, sir. 

Mr. Byrnes. Would you tell him what you were not accomplishing 
and why ¢ 

Mr. Caupze. If it happened to be that way, we would tell him, ves. 
sir. It’s just diffienlt to answer the question that you ask me, because 
we were so engrossed in our work down there. We had such a heavy 
case load. We were so confined with it. Our burden was to keep 
the work moving and progressing off your desk and out into the field. 

Mr. Byrnes. After you had these conferences with Mr. MeGrath, 
where you call his attention to things that might be embarrassing to 
te Department, or various other things, would you make a memo- 
randum about those conversations ¢ 

Mr. Cavpie. With the Attorney Genera] / 

Mr. Byrnes. Yes. 

Mr. Caupie. No, sir. I would not. 

Mr. Byrnes. The only memorandums that you had were really 
your monthly reports. Is that right ? 

Mr. Cavpie. Yes, sir, our monthly reports. But oftentimes there 
Were communications passing in between the Attorney General’s Office 
and our oflice about matters; almost daily on some matter. 

Mr. Byrnes. Now, these matters that you called the Attorney Gen- 
eral about, you said, were generally very important matters. Other 
Wise you would not bother. Was that correct ? 

Mr. Caupie. That is correct, sir. 

Mr. Byrnes. Now, is there any reason why, if they were that im- 
portant, you would not write some kind of a memorandum about your 
conversation with the Attorney General ? 

Mr. Caupie. About having a conversation with the Attorney 
General ¢ 

Mr. Byrnes. Yes. 

Mr. Cavpie. No,sir. Ido not believe, Mr. Byrnes, in the years I had 
been in the Department I ever made a memorandum reporting a con- 
versation T had with the Attorney General. 
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If he gave me some instructions to do so, L would prepare a memor- 
andum, and it would go down to those that had the matter in charge. 

Mr. Byrnes. But you would not make a memorandum to the effect 
that you had called the Attorney General’s attention to a specific thing, 
and put it in the file? 

Mr. Caupie. No, si 

Mr. Byrnes. Even ‘eed that was a very important matter and 
a matter that vou thought ‘night be embarrassing to the Department 
and should have departmental action from the top level 

Mr. Cavupie. Yes, sir, if the Attorney General would bring any- 
thing to my attention that I didn’t know, that he wanted done, a 
memorandum would be prepared, and it would be looked after 
immediately. 

Mr. Byrnes. I am talking about the other way around, where you 
talked with Mr. MeGrath to tell him about these things that might 
be embarrassing to the Department or to him. 

Mr. Caupte. Yes, sir. 

Mr. Byrnes. You did not feel that those required a memorandum for 
the files to show that the Attornel General's attention had been called 
to them ¢ 

Mr. Cavpte. Mr. Byrnes, when you don’t have your files with you, 
and so much work was being done, to tell you what I did—I prepared 
many, many, Many me lreds of them, I suppose. 
Whether they were to the Attorney General or whether they were to 
those doing different work, I cannot remember. 

Mr. Frosr. I don’t think he quite has in mind your question. 

Mr. Byrnes. Maybe vou can help him out there. 

Mr. Frosr. Yes. 

He wants to know whether when the Attorney General talked to you 
about a matter, you would go back to make a memorandum for your 
personal files. 

Mr. Caupte. Whenever the Attorney General would talk to me 
about a matter that he wanted something to be done about some case 
to be urged to prosecution, T would prepare a memorandum and send it 
to the head of the Fraud Section. 

Mr. Byrnes. What about cases where you had called himup’ You 
testified that on a lot of these occasions you would call him on the inter- 
com and talk about things that might be embarrassing to the Depart- 
ment ortohim. What did you do? 

Mr. Caupir. Well, it has been rare times that T have called Mr. 
MeGrath about that inthe Tax Division. If I were down in the Crim- 
inal Division, that would probably happen pretty often. T remember 
when I was down there, I was almost in communication with Mr. Clark 
all the time. But in the Tax Division, Mr. Byrnes, it is a different 
place entirely. 

Mr. Byrnes. Then you did not have frequent intercom conversations 
with Mr. MeGrath ? 

Mr. Cavupte. I did not have frequent ones: no, sir. 

Mr. Byrnes. What did you have, really, besides your monthly re- 
port to the Attorney General / 

Mr. Caupte. We had statisties, I think, showing the status of our 
civil cases in the cireuit courts. 
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Mr. Byrnes. That you said was your monthly memorandum, did 
vou not ¢ 

Mr. Cavour. Well, sir, that was a different report entirely. 

Mr. Byrnes. Well, was that another monthly report ‘ 

Mr. Cavcpie. Yes, sir. That shows you the work of your Civil Sec- 
tion and what it was doing in the courts. 

Mr. Byrnes. Fine. Well, I want to get away from the monthly 
reports and find out what contacts you had with the Attorney General, 
and the Attorney General had with you, other than in the monthly 
reports. , 

Mr. Caupir. Well, they were rather infrequent, Mr. Byrnes, very 
infrequent. Because I tell you, the Tax Division is an unusual divi- 
sion. It has 91 very capable attorneys in the Division. And the work 
moves along on its own. We have hot sessions among ourselves. We 
were continuously in conference among ourselves. 

Mr. Byrnes. But you do not have many things that have to have the 
Attorney General's attention ? 

Mr. Caupie. It was very rare that we would bring anything to the 
Attorney General about it. 

Mr. Byrnes. And when vou would, would you write a memorandum 
then on those? 

Mr. Caupie. Yes, sir, we would send a memorandum on up to him. 

Mr. Byrnes. And where would that be filed, those memoranda ¢ 

Mr. Caupie. Well, that would be filed with the Attorney General 
to make a notation on it and see what was going on and send it back 
to you. 

Mr. Byrnes. Where would you file your copy ¢ 

Mr. Cavupie. My copy? 

Mr. Byrnes. Of the memorandum. Yes, you said, a memorandum 
to the Attorney General. What would you do with your copy ¢ 

Mr. Cavupie. It would all depend on what case it was, whether it 
was a civil ease or a criminal case. It would go to the file of the case 
that the subject matter pertained to. 

Br. Byrnes. You did not keep a personal file of just conversations 
between yourself and the Attorney General ? 

Mr. Cavupie. No, sir, never did, no. There were a lot of memo- 
randums coming down from the Attorney General’s Office, a lot of 
letters that came to him involving tax matters that he wanted answered 
rromptly. Just a multitude of things that seemed to flow every day 
Into your office and over your desk. 

Mr. Byrnes. What if there wasn’t any case file? What if it was 
something outside of a specific case? Where would you file a memo- 
randum dealing with a subject like that ¢ 

Mr. Cavour. If there was not a case file? 

Mr. Byrnes. Yes. 

Mr. Caupte. About something other than a tax case ’ 

Mr. Byrnes. Yes. 

Mr. Cavpier. I don't believe we would have any such file in our 
Department, in that Division. It would have to come into the 
Division 

Mr. Byrnes. You never write a memorandum on any matter that 
there wasn’t a file on? 

Mr. Caupie. I do not recall of any. 
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Mr. Byrnes. Did the Attorney General ever talk to you about any 
tax cases pending / 

Mr. Cavupie. Any tax cases pending ¢ 

Mr. Byrnes. Yes. 

Mr. Cavpie. Mr. Byrnes, I have talked to the Attorney General 
about the general work of my Division many times. Sometimes | 
would go up to his office and give him a report. Sometimes I would 
perhaps drop by his house and see him. Sometimes 1 would see him 
in some other place and tell him about it. Because the work of the 
Division, I thought, was beautifully run. The system and the proce- 
dures that were prescribed there and followed were lived up to in a 
very fine way. And it was a division that would not cause any trouble 
for him or for anybody else, because it was a place where it was quite 
different, having been in only two divisions, where if you are in the 
Criminal Division the matter can come up and be blown up by the 
press. The press can be pressing in on you for the facts. You are 
trying to keep it out of the press. You are trying to investigate it. 
And then you have a very unusual sitation, there, that you bring to 
the Attorney General's attention, which I brought so many to “the 
attention of Mr. Clark when he was Attorney General. 

Mr. Byrnes. Do LT understand, then, that the Tax Division pretty 
much runs itself and does not require the attention of the Attorney 
General, the personal attention / 

Mr. Cavupte. The Tax Division does not require but very little of 
the personal attention of the Attorney General, because it is a beau- 
tifully balanced Division. 

Mr. Byrnes. You did not have any problems that would embarrass 
the Attorney General in the Tax Division ¢ 

Mr. Caupte. No, sir. IT never did, sir, that I know; none. 

Chairman King. Mr. Caudle, I only had two or three questions to 
put to Mr. Teitelbaum when he was a witness here, and the questions 
had to do entirely with why he, as an attorney at law, with full knowl- 
edge of what should be done under certain circumstances, cid not, 
when he was confronted with the shake-down that he described, im- 
mediately go to the local office of the Federal Bureau of Investigation 
or to the district attorney or to the Attorney General of the United 
States. 

Mr. Caup.e. Yes, sir. 

Chairman Kine. And I must be frank. 

I have been concerned that a man with his knowledge would have 
overlooked an immediate remedy that he could have taken advantage 
of on the scene in Florida. 

It quite naturally now strikes me that you, in your position, having 
come upon this knowledge, however, not as graphic and as startling 
as it may have been to him, did not immedi: itely set the usual wheels 
in motion in the Justice Department to appropriately take care of 
the situation. I believe that we are entitled to have the best of your 
reasoning as to why you, as an officer in the Justice Department, did 
not immediately see that the appropriate officials of your Department 
were put on the case immediately. 

Mr. Caupie. Mr. Chairman—excuse me. Go ahead, please, sir. 

Chairman Krne. I feel that that should be made clear to you and 
that the record should be made as clear as possible, simply for the 
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reason that there could be the belief, in view of the testimony, credible 
or incredible, that it may have involved you. And for that reason 
perhaps you did not do it. 

Mr. Caupie. How is that, sir 

Chairman Kina. So I think you should go to some pains to make 
the record reflect as best you can your reasons for not immediately 
referring this matter to the appropriate or proper officers. 

Mr. Caupte. Mr. King, the best I can remember, the best I can 
possibly remember, Mr. Cohen had this information which I under- 
stood was confidential, which is what the fellow Teitelbaum had said. 
Now my name was involved in the matter because of his peddling my 
name around. That was No, 1. 

And, No. 2, my name was peddled around because of the fact that 
I had an interest in this tract of land. I tell you, Mr. King, that had 
Mr. Cohen insisted on it or had it occurred to me to get his permission 
to do so. | would have done so, but I didn’t do it. IT was so distraught 
because my name was peddled around, because I did not know Teitel- 
baum, I did not know who he was. Mr. Cohen said he was formerly 
Al Capone’s lawyer. I just did not know, sir. 

If it was a question of judgment, it may have been an error of judg- 
ment: no doubt perhaps in your mind it is an error of judgment, no 
doubt in fact it probably is. But I tell you T did the thing that I 
naturally would have done. T wish I had sent a memorandum about 
the matter to have it investigated. I wish that I had. but IT tell you 
one thing, Mr. Chairman, when Mr. Cohen told me these things I 
did not go into it in as much detail as was given here, as | remember. 
When he told me just almost a sprinkling about this story I stopped 
in my tracks right then and there and told Mr. Nathan and wrote 
that letter to Mr. Larson. I probably should have kept on but I didn’t. 
It worried me and concerned me. 

Chairman Kine. Mr. Nathan denied he had done any such thing 
or had been a party to any such thing ¢ 

Mr. Cavpie. When I talked to Mr. Nathan over the phone I do not 
believe the man had much chance to talk, Mr. King, on account of 
what I was saying to him. 

Chairman King. You just told him ¢ 

Mr. Cavpie. I told him how I felt about it. I felt deeply hurt 
about it. Ido not believe that the man hardly said much to me at all 
except that he was very sorry that he had caused me any embarrass- 
ment. [Twas so upset about it that I probably was, I should have done 
the thing that Mr. Byrnes has inquired about, why I shouldn't do 
it, but IT do know that I didn’t grasp the details of the whole story 
like Mr. Cchen so ably gave you here on the microphone today. He 
told me these things, and when IT saw that my name was involved in 
the matter, particularly about my land and my name being bandied 
around—l never did get it straight about the alleged clique, and so 
forth. I don’t remember that from Mr. Cohen so clearly. IT just don’t 
remember, ' : 

But when T saw my name was being bandied around, Mr. King, I 
was out to put a stop to it. It may not have been the procedure you 
would have followed or what Mr. Byrnes would have followed, but I 
did what I thought was best. I certainly did. 

Chairman Kine. Mr. Candle, I have found the best way to do a 
thing is todo it fast, to do it how, ’ 
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Mr. Caupie. Yes, sir, that is what I did. 

Chairman Kine. Very well. 

Mr. DeWinp. You just testified that on the telephone Mr. Nathan 
told you he was sorry. 

Mr. Cavupie. Yes, sir, he said he was sorry that he caused me this 
embarrassment. I do not remember, Mr. DeWind. what Mr. Nathan 
told me over the phone. Like I told the Chairman. I was so busy 
going after him I didn’t care to hear anything he had to say. 

Mr. Byrnes. Is that the conversation that 1 quoted to you this 
morning where vou told him that “If you get to using my name like 
this, people won't understand it, and they will affect Mr. Larson,” and 

“T just simply would rather for you to cuss me out and say Tam a 
rascal than to say Tam a good fellow. I know that you won't hurt 
me, and | know you are a ood friend of mine, and IT believe that, but 
I just can’t let my name be bandied around like this” / 

Is that the same conversation ¢ 

Mr. Cavcpie. That is not the same conversation. 

Mr. Byrnes... That is different / 

Mr. Caupir. That is a different occasion back when Mr. Turner 
Smith was talking to me, several months before. 

Mr. Byrnes. That had to do with an oil transaction, the use of 
your name in connection with an oil transaction ¢ 

Mr. Caup.ie. I think so,sir. I don’t remember now. 

Mr. Byrnes. You said that was true even though vou told the sub 
committee that this conversation was had just before vou wrote Mr. 
Larson canceling out the oil deal in August ¢ 

Mr. Caupir. Yes, sir, the conversation Thad with Mr. Cohen hap 
pened just a few minutes before | wrote that letter. 

Chairman Kine. The subcommittee will recess for 10 minutes, 

(A short recess was taken. ) 

Chairman Kine. The subcommittee will come to order. 

Mr. DeWinv. Mr. Caudle, do you recall an occasion when you were 
down at the Nathan home in Miami taking moving pictures of the 
Nathan grandson ¢ 

Mr. Caupier. 1 remember, Mr. DeWind. Mrs. Caudle and I had 
heen invited to a house next door. An attorney whom IT had met, I 
did not know very well, was having a cocktail party on the eve of a 
municipal election in Miami. They called up and wanted us to come 
over. A lot of the city officials of Miami were there, | remember, and 
I remember going by the Nathan home for just a few minutes with 
her. When I was there with her I think L took some mov ing pictures 
of the child. 

Mr. DeWtinp. When would this be. in the morning or in the after- 
noon ¢ 

Mr. Caupte. It was real late in the afternoon. It was almost dark. 

Mr. DeW inv. While you were there you took some motion pictures 
of the Nathan grandson ¢ 

Mr. Cavoie. Yes, sir. 

Mr. DeWrnp. It could not have been very dark, then ¢ 

Mr. Cavpie. Sir? 

Mr. DeWinp. It could not have been very dark if you were taking 
motion pictures. 

Mr. Caupie. Yes, sir, it was too dark, because when the pictures 
were developed they weren't very good. 
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Mr. DeWinp. It was late? 

Mr. Caupie. Very late; yes, sir. 

Mr. DeWinv. Do you remember when you were there Mrs. Teitel- 
baum came in and was introduced to you ¢ 

Mr. Caupte. I do not remember Mrs, Teitelbaum at all, sir. 

Mr. DeWinp. A Mrs. Menkin testified before this committee and 
said she dropped in while you were taking motion pictures of the 
grandson and she was introduced to you as Mrs. Teitelbaum or Mr. 
Teitelbaum’s wife. 

Mr. Caupie. No, sir, I do not remember meeting that lady. I do 
not remember ever having seen her before. I saw her the other day 
when she was testifying. 

Mr. DeWinv. Do you remember anybody coming in while you were 
there t taking these pictures ¢ 

Mr. Caupie. No, sir, I don’t, because everybody had gone over 
to the house next door, if I remember, Mr. DeWind, over to ) the home 
next door on the corner there. I never saw this |: ady. 

Mr. DeWinp. Was Mrs. Caudle there with you? 

Mr. Caupie. Yes, sir, she was with me, sir. I think this lady testi- 
fied it was in November, did she not ¢ 

Mr. DeWinv. No, I do not believe she specified what time it was. 

Mr. Caupie. I believe it was November. I don’t think we ever had 
our child down there in November. 

Mr. DeWinp. This was not your child; this was the Nathan child. 

Mr. Caupte. Yes, sir; it was the Nathan child, but, as [ remember, 
our little girl was with us, our little daughter. 

Mr. DeWinp. When you were taking these pictures? 

Mr. Cavote. I think so. 

Mr. DeWinp. You do not remember a lady coming in and being 
introduced as Mrs. Teitelbaum ? 

Mr. Caupte. No, sir, I sure don’t. I never heard of Mr. Teitel 
baum’s name before until Mr. Cohen told me that story that day, never 
heard of the name before. 

Mr. DeWinp. Can you be sure that while you were there nobody 
came in? 

Mr. Cavpte. [I do not know, Mr. DeWind. We came by the house 
just fora few moments and we left. It was getting dark. 

Mr. DeWinp. It is certainly strange, is it not, that Mrs. Menkin. 
who may have been introduced to vou as Mrs. Teitelbaum, should have 
known of the incident of your taking pictures if she did not come in 
and meet you ¢ 

Mr. Cavupie. | don’t know, Mr. DeWind, how strange it is or how 
truthful the lady is or what she had in mind or anything like that. 1 
lid not see that lady. 

Mr. DeW inp. You say you did not see her? 

Mr. Caupie. I did not see her. 

Mr. DeWinp. She said, I believe, that she dropped in informally. 
I believe she was dressed in a sun suit and dropped in for a few minutes 
and saw you taking pictures. 

Mr. Caupte. I don’t remember seeing her. 

Mr. DeWinp. You state flatly that you did not see her? 

Mr. Cavupie. I didn’t see Mrs. Menkin there or Mrs. Teitelbaum or 
whatever her name is. She may have been peeping in—I don’t know. 
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Mr. DeWinp. You are also very sure you did not say, “Oh, you are 
Abraham Teitelbaum’s wife.” 

Mr. Cavupte. I know I didn’t. I never knew that Teitelbaum had 
the name Abraham—Abraham Teitelbaum, such a thing—I never 
heard of Abraham Teitelbaum until Mr. Cohen told me about it. 
Abraham, I never heard of any Abraham. I heard what she said. 

Mr. DeWinp. Now you were talking earlier about learning of this 
Teitelbaum matter for the first time while you were in Europe; is 
that right ? 

Mr. Caupie. No, sir. I got a letter from Mr. Cohen in Rome that 
he had heard something on his way to Chicago, that he would tell 
me about it on my return, but it was not anything to worry about, it 
was not anything to disturb me. It was just a short note he wrote me. 

Mr. DeWinv. Did you have any communications from Mr. Nathan 
while you were in E urope ? 

Mr. Cavpte. No, sir. 

Mr. DeWinp. No letters? 

Mr. Cavupte. No letters. 

Mr. DeWinpv. No telephone calls / 

Mr. Caupe. No telephone calls. 

Mr. DeWinp. You never heard from him at all? 

Mr. Caupte. I didn’t hear one word from him, no, sir. 

Mr. DeWinxv. Where did you stay when you were in Paris? 

Mr. Caupue. In Paris I stayed at the George Cinq Hotel—that is 
George V. I stayed there for a couple of days and went on down to 
Rome. We did not have any long distance calls at that hotel, none, 
didn’t know anybody there. I was worrying about how we were going 
to pay the bill when we got out. 

Mr. DeWrxp. When did you make up your mind to stay at that 
hotel? 

Mr. Caup.e. Sir? 

Mr. DeWixp. When did you decide to stay at that hotel? 

Mr. Cavpie. When we were on the boat going over. We were trying 
to get reservations and we had the steward to cable, to wire the hotel 
if they could take care of us for a couple of days. 

Mr. DeWinpv. Are you saying that nobody in the United States 
knew where you were stay ing at “that time? 

Mr. Cavpre. At that time? 

Mr. DeWrnp. Yes. 

Mr. Cavupte. I tell you I don’t know unless my family, I told my 
family that we would try to stay at the George Cinq Hotel, I think. 
That is the one that Mr. D’Agostino knew, but I didn’t know where 
we were going to stay. I know I told Mrs. Caudle to be sure she had 
better write me in care of the French Embassy because we didn’t 
know where we were going to stay or where we could stay. 

Mr. DeWinp. Mr. Nathan knew your family. Could he have known 
where you were going to stay? 

Mr. Cavupte. I do not know, sir. 

Mr. DeWrvxv. He could have learned where you were going to stay 
in Paris? 

Mr. Cavptr. He could have if he had called, if my family knew. 

Mr. DeWind, I am going to tell you, I don’t believe we even knew 
where we were going to stay when we got on the boat. We ran across 


a friend on the boat, a friend that Mr. D’Agostino knew. He knew 
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the manager of the hotel and sent a cable out there in the ocean, sent 
him a wireless. After a while we got a response back and we spent 
a couple of nights with him. I asked him what kind of hotel the 
George Cinq was. If we stayed more than 2 days we would have to 
vive a mortgage on something, and I didn’t care about going to the 
lace. 

| Mr. DeWinp. Mr. Cohen did not know where you were going? 

Mr. Caupte. I don't eee he did, but he had been in Paris himself 
and stayed at the ‘eo ge Cing Hotel, I think. 

Mr. DeWixp. A great many people had done that, but you had 
not told Mr. Cohen you were going to stay there ? 

Mr. Caupie. Not that I know of. 

Mr. DeWinp. If Mr. Cohen had heard about the George Cing Hotel 
and you were staying there, he could only have learned of that from 
Teitelbaum ? 

Mr. Cavpie. Teitelbaum would not have known where T was stay- 
ing. Is this the Chicago Teitelbaum ? 

Mr. DeWinp. Abraham. 

Mr. Cavpte. Abraham, yes. Well, I tell you one thing, Abraham 
didn’t know where I was staying, that is sure. 

Mr. DeWrxp. You know he managed to tell Mr. Cohen you were 
staving there ¢ 

Mr. Cavupte. I understand Mr. Cohen told him he was going to 
write to me, write to me at the George Cing Hotel, but I got Mr. 
Cohen's letter when I got to Rome. 

Mr. DeWinv. No; Mr. Cohen says that Mr. Teitelbaum told him 
vou were staying there. 

Mr. Cacvpte. Mr. Cohen? 

Mr. DeWisxp. That he had learned it from Mr. Nathan. 

Mr. Cavptr. Well, it is a mystery to me, Mr. DeWind. They knew 
where IT was going to stay better than I did and we didn’t even have 
reservations. 

Mr. DeWrnp. It turns out that the information was correct. 

Mr. Cavupie. I stayed at the George Cing Hotel. Now whatever 
information they had T just don’t know, sir. 

Mr. DeWixv. Mr. Cohen learned it from Mr. Teitelbaum. 

Mr. Cacpir. Well, if he did, Mr. Teitelbaum sure did find out from 
somebody where I staved. 

Mr. DeWinxp. Mr. ‘Teitelbaum could only have learned that from 
Mr. Nathan. 

Mr. Cauptr. Ido not know. I did not tell Mr. Nathan where T was 
voing to stay. 

Mr. DeWinpb. He may very well have found out. 

Mr. Cavupte. He could have. He probably could have found out 
from my house, I don’t know. I have no idea. 

Mr. DeWrixp. This past summer how did you happen to be in 
Europe, Mr. Caudle ¢ 

Mr. Caupie. How did Ih: appen to be in Europe? 

Mr. DeWinp. Yes. 

Mr. Caupte. I went over, Mr. DeWind, with Mr. Carmon D’Agos- 
tino. I took leave of absence and went over. 

Mr. DeWrxp. How did you happen to go with him? 

Mr. Cavupte. Shall I just tell you the whole story / 

Mr. DeWixp. Tell us how you did happen to go, 
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Mr. Caupie. Mr. D’ Agostino has an aged father, 84 years old, who 
is an American citizen and has a home in Coral Gables. His father 
also has a villa down in Sicily. Mr. D'Agostino saw me in May or 
June, probably June or July, and wanted me to go with him. T told 
him that I could not afford to go to Europe, that Thad to stay home, 
and | had three children in college, that would be in college, and 
that I had to make provision for them to be there without fail. My. 
D'Agostino told me that there was something about his father’s estate 
in Italy that he would like for me to go over and to be a friend and 
consult for, but the main thing was he wanted me to go to see the 
infiltration of communism in Italy, see it eye to eve, and see whiat 
the love of Christianity Was up weainst in that cOUnLTY. I told 
Mr. D Agostino that I simply could not oo because L could not 
afford to go. 

Mr. DeWINp. Did D’ Agostino mention to you there was also a 
matter of getting him some lira released so they could be exchanged 
into dollars / 

Mr. Caupie. As I remember. Mr. DeWind. IT do not know whether 
it was clear to Carmon D'Agostino about that. His father had writ- 
ten him that he was vexed about something and wanted lis boy to come 
over, his son to come over, and TI did not get the full story about the 
dollars that Mr. D'Agostino had put in some bank there in Rome 
until we got in the hotel in Rome. 

Mr. DeWInp. Do IT understand vou to say, then. at the time you left 
your impression was that it was solely to make a survey of communism 
in Italy ¢ 

Mr. Caupie. That was the main thing. 

Mr. DeWinp. What else was mentioned / 

Mr. Cavupue. He mentioned also that there was some matter about 
his father’s estate. he wanted to help his father. 

Mr. DeWinp. He mentioned there was some matter? 

Mr. Caupie. A matter about his father’s estate. 

Mr. DeWind, I never did understand it until I got there, and the 
way that Italian lawyer was carrying on, and Mr. W’Agostino trying 
to mterpret it, Lam trying to get an interpretation from him, it was 
really something, a eood while after I talked to them before I under 
stood what the problem was. Mr. d’ Agostino may have mentioned to 
me before I left, but I do not believe that he really fully understood 
the everlasting thing until we got there. 

Mr. DeWinp. Now, he said he would like you to go with him / 

Mr. Caupue. Yes, sir. 

Mr. DeWinp. And he would pay your expenses / 

Mr. Caupue. He said his father wanted him to come and his father 
would pay our expelises,. | told Mr. A’ Agostino that | simply could 
wot go because Thad in mind sending my children to college. He told 
me, he came over to see one night or one day and talked to me and Mrs. 
( ‘audle ana said if ] would vO he would lend ne the money, would lend 
ittome,and I could pay him back when I sold my property and home, 
as I planned to do had IT not gone. We talked the thing over and then 
I decided that if I didn’t goto Europe then, I probably never would go 
to Europe, so T went. 

We went on the ue eH Mai Y. left here on July 1%). We were out on 
the ocean about D lay s. 
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Mr. DeWinv. Let me understand this. 

Mr. Cavupie. Yes, sir. 

Mr. DeWixp. Was Mr. d’ Agostino lending you the money ? 

Mr. Cavpie. Lending me the money. I owe him the money now. 

Mr. DeWinv. You say you do owe it to him? 

Mr. Cavupue. | owe it to him. 

Mr. Byrnes. How much? 

Mr. Caupie. 1 owe him $2,000, Congressman. 

Mr. DeWinp. Let me get this straight. He loaned you $2,000 4 

Mr. Caupte. He loaned me $2,000 after I got back. 

Mr. DeWinxp. Who paid the expenses while you were away 4 

Mr. Cavour. Now L carried some money with me, but the expenses 
were paid by him and his father. He was reimbursed by his father, 
as L understand it, 

Mr. DeWinv. Then when you got back he gave you 32,000 ¢ 

Mr. Caupur. Yes, sir. I got back 3 days before college opened up. 
He came to the house and said he was living up to his promise and 
wanted to lend me the $2,000. He lent it to me. It is a debt, a debt 
which IT owe and one which | will have to pay. 

Mr. DeWinxv. Now do you also owe him for the expenses of the trip 

Mr. Caupie, No, sir, 

Mr. DeWinp. He paid for your trip to Europe and loaned you 
S2,000 besides ¢ 

Mr. Cavpie. That is exactly right, Mr. DeWind. Mr. d’Agostino 
spearheaded the campaign in 1948 for the Italian people in this coun- 
try to support the Italian Government against communism in Italy. 
I assisted him back at that time some and he was more concerned 
about communism in Italy than anything that I know of. We talked 
about it incessantly on the boat and while there. We had many con- 
ferences. | spent most of my time going around in the areas of Tivoli, 
Ostia, and Frascati, seeing what the ECA had done and at the same 
time seeing first hand how communism was just threatening the 
country and punching holes in it through and through. 

Mr. DeWtnpv. Now before you went on this trip did you undertake 
to get approval from the Attorney General ? 

Mr. Cavupie. Yes, sir, I did. I went to the Attorney General's of- 
fice and told him that I had not had a real vacation since I had been 
in the Government service. I told him about my plans to go with 
Mr. d’Agostino. I told him that it was mainly about communism, 
that there was something about his father’s estate. 

Mr. DeWinp. You say you told the Attorney General you were 
going a make a survey of communism ¢ 

Mr. Caupte. I think I did, Mr. DeWind, I don’t remember. It 
was not a long conversation, It was just really a short conversa- 
tion, but I got permission from the Attorney General to go. 

Mr. DeWtnp. In fact, did you mention anything more than the 
so-called estate matter ? 

Mr. Caupte. I do not reeall, but I think I told Mr. MeGrath about 
communism. I know when I returned I reported to him in detail. 

Mr. DeWtnp. This was prior to your going? 

Mr. Cavupte. Prior to my going, my best recollection is that I told 
the Attorney General the purpose of my trip, the main thing we were 
voing for was to see the communistic infiltration of Italy first hand. 
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Mr. DeWtnp. You said at that time that was the only thing you 
knew you were going for? 

Mr. Cavptr. Now I didn't say it that way. Well, there were really 
three reasons, if I have to say it. His father and mother se parated 
und he wanted to try to bring back the two old couple together. One 
was 54 and one was 75. 

Now the second reason was this estate matter that his father was 
interested in. 

And No. 3, and the main thing, certainly one of the main things, was 
the infiltration of communism in Italy. 

Mr. DeWinp. And you mentioned all of these things to the At- 
torney General ¢ 

Mr. Cavupie. I do not believe that I did mention that personal thing 
of Mr. d@’ Agostino. 

Mr. DeWinp. You did mention communism ? 

Mr. Caupte. I think I did, but [ am not for certain sure. I aim 
not sure for a certainty. 

Mr. DeWinv. But you did mention the estate matter for certain ¢ 

Mr. Caup.e. I think I did mention some matter about Mr. d’Agos- 
tino’s father’s estate. 

Mr. DeWinv. Was it an estate matter or a matter of getting lire 
released / 

Mr. Cavuptr. It was a matter involving an agreement that old Mr. 
d’ Agostino had with the bank in Rome in 1922, that when he put his 
dollars in the bank he contended that the bank obligated itself to re- 
turn to him dollars instead of lire, with interest, just like our banks 
over here. 

Mr. DeWinp. Now then, did you tell the Attorney General that 
your expenses were to be paid on this trip / 

Mr. Cavupie. I do not know whether I did or not, but if the Attor- 
ney General knows my fin: ‘ ial condition as well as I do, 1am sure he 
would certainly know that I did not have the means to pay my way 
to Europe and support a family of four and have three children in 
college. 

Mr. DeWinpv. Did the Attorney General know your affairs as well 
as you! 

Mr. Cavupte. Well, sir, I think that Mr. MeGrath knows that T am 
not a wealthy man. I don’t believe I went into that, Mr. DeWind, 
at all with the Attorney General. 

Mr. DeWixv. You do not think you mentioned it / 

Mr. Caupie. I don't think I did. I dont remember. lt didn't 
occur to me, because 1 was taking annual leave, it was my time to go 
away Whenever L pleased. 

Mr. DeWixv. W hy did you feel you had to get his approval ¢ 

Mr. Cavupie. It was a courtesy that I would pay to my chief. 

Mr. DeWixp. To get his approval to go on vacation / 

Mr. Caupie. Well, any other subordinate in the Government 
wouldn't have done so, but the head of the Tax Division, if I had not 
done what I did I would say I would reflect no “raising” at all, as we 
say it down home. 

Mr. DeWinp. Had you ever asked the Attorney General for ap- 
proval on other occasions / 

Mr. Cavupie. Mr. DeWind, I tell vou the fact, 1 don’t remember 


when I have had a vacation since I have been with the Government. 
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Mr. DeWinv. Have you never? 

Mr. Caupie. I started to have one with my family, I remember back 
during the Eightieth Congress, and that was two summers. By the 
time I landed down at the beach, then the Ferguson committee sub- 
penaed me back and then wouldn't let me testify, just kept me hanging 
around. 

Mr. DeW inp. How about all these Florida trips we are hearing 
about? Were these not vacations / 

Mr. Caupie. Week ends, leaving Friday afternoon late, fishing Sat 
urday and Sunday, and being back here Monday morning. 

Mr. DeWinp. Did you ask for approval ¢ 

Mr. Caup.e. No, sir. 

Mr. DeWinxv. How about the trip to Texas you took with a number 
of members from the Tax Division? 

Mr. Cavupie. Yes, sir, that was a trip in the plane of Mr. Toddie 
Lee Wind. 

Mr. DeWinp. I mean the trip which was purely a vacation trip. 

Mr. Cavupie. That was reaily not a vacation trip. That was an 
educational trip for the lawyers who did not have the opportunity to 
come to the Department of Justice from the Midwest and know the 
affairs and our procedures. I hac been invited dow Mh, Mr. DeWind. 

Mr. DeWinxp. This was an educational trip to the Gulf of Mexico 4 

Mr. Cavupte. No. You see, there were two. 

Mr. DeWiunxp. IT am talking about the one to the Gulf of Mexico / 

Mr. Cavpie. You mean the one on the island ? 

Mr. DeWiunp. Yes. 

Mr. CAUDLE. Mr. DeWind, that was made on the week end. 

Mr. DeWinp. That was just a week end? 

Mr. Cavpie. I think it was,sir. Ithink that was a week end. You 
see, this ship of Mr. Wind’s 

Mr. DeWixp. You do not need to go into that. Did vou get ap- 
proval to go on that trip? 

Mr. Caupier. No, sir. 

Mr. I) Wiunp. Why did you feel when vou wanted to volo Kurepe 
that you had to get approval to go? 

Mr. Caupie. Mr. DeWind, when you are going to be gone for 30 
days, for at least 50 days, don’t you think that the decent thing for 
me to have done was to vo to the Attorney General and tell him I 
would be away and where I was and who was in charge when I left ? 

Mr. DeWinp. Entirely, and I assume you would do so, but what 
was the matter of asking for his approval ? 

Mr. Caupite. Well, it was not a question of asking for his approval. 
It was a question of being polite, | being a typical southern gentle- 
man, and telling him where you were going and how long you were 
voing to be vone. 

Mr. DeWinxp. Then you now say you did not tell the Attorney Gen- 
eral that this was an expense-paid trip? 

Mr. Cacpir. An expense-paid trip / 

Mr. DeWinp. Yes. 

Mr. Cavpie. I don’t believe I did, Mr. DeWind. T didn’t have to 
tell him that. Our Government was not involved in anything. It 
was purely a personal matter between an aged father and his son. 
They wanted me to go, and T do not know of anything that T enjoved 
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more, and I would be under everlasting obligation to Mr. d°- Agostino 
for having made it possible for me to go. 

Mr. DeWtnp. Did you not say before that you did seek to get ap- 
proval so there would be no question about the propriety of having 
your expense- paid trip? 

Mr. Caupie. No, sir, I don’t think I did, Mr. DeWind. That was 
such an immaterial thing. 1 wanted to tell my chief where LT was go- 
ing, Where | was going to stay, so if the building fell in while I was 
away they would know where to cable me. I didn’t think it would. 

Mr. DeWinp. It was simply a notification, “I am going to be away 
and this is where [am - inning to go” 4 

Mr. Caupie. Yes, si 

Mr. DeWixp. How ‘lid you get around to discussing this estate 
matter and communism ¢ 

Mr. Cavpte. Mr. DeWind, I don’t know. My conference with Mr. 
MeGrath was a very short one. I know that he is a very devout 
Catholic, he has been honored highly by his church. 1 knew he would 
be interested in my going because I certainly would have an audience 
with the Pope, His Holiness, which T did, and I told him about that. 
It is the first time that I have ever taken so much time away from home 
since I have been a lawyer in private practice and with the Govern- 
ment, the first time. And I will be glad to tell you about the bank 
matter, if vou want me to. 

Mr. DeWtinp. About the what / 

Mr. Caupie. About the bank matter, the dollars and the lire. 

Mr. DeWinxp. Let me ask you this: While vou were in Italy did 
you help Mr. @ Agostino to get the lire released 

Mr. Caupie. No, sir. Mr. WVAgostino, the old cventlemman, had an 
attorney over there. and he is a pre ~ stubborn old character. When 
we arrived we found, [ think Mr. d’Agostino found something in the 
mail from his father, three or four pages written in Italian. We had 
it translated and found out that the lawyer was petitioning the Italian 
Government to sue the old man for services rendered, he wouldn't pay 
anything, and the voung lawyer wanted his money, and so Mr. 
d’ Agostino found this young man and he came up there to the room 
in the hotel and he was carrying away in this Italian language so 
that IT couldn't understand anything. After a while, Mr. d’Agostino 
told me what he meant, and after he did and T saw what the lawsuit 
was about—vou have to get permission to sue over there. Over here 
you can take out after anybody any time you want to. So I told Mr. 
WVAgostino to wire his father to bring with him when he came all his 
bank records, that the Italian attorney said that the records of the 
Roman Bank did not reflect any understanding that he was to have 
dollars for dollars instead of dollars for lire. So the old gentleman 
came up with an attorney, brought these old bank books, [ think back 
in 1922, and when the thing was translated for me—it was translated 
for him—the agreement that the bank was under obligation to perform 
was reflected in those old bank books, and I told Mr. d’Agostino that 
if the bank had any honor or integrity at all, if it had the policy of 
living up to full promises to those who patronized the bank, that all 
they had to do was to show that bank book to the president, whoever 
was in charge, and they would get the dollars back. 

And T went sightseeing, dismissed the idea. IT was never consulted 
about it any more. Mr, d’Agostino and his Italian lawyer went 
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down and I understand they were down about 30 minutes when the 
bank agreed to give the money back to the old man; and when they 
did, the old man didn’t want it, after all that ya-yaing and trouble. 

Mr. DeWinp. Was there not also a matter of getting the Italian 
Government to release the money ¢ 

Mr. Caup.e. No, sir, not that 1 know of. 

Mr. DeWinp. Did you discuss the matter with any officials of the 
American Embassy ¢ 

Mr. Caupie. None that I know of. One day, Mr. DeWind, Mr. 
WAgostino had some gentleman over there from the Embassy to 
advise him on the banking laws of Italy. I only heard just a short 
part of the conversation, never did understand it, because I was 
leaving, I was going out sightseeing. 

Mr. DeWinxp. You appeared at this meeting with the American 
Embassy official and then you left; is that right ¢ 

Mr. Caupze. I did not appear. You see, we had a suite there. I 
had a bedroom and so did Mr? d’Agostino, and betwixt and between 
there was this little living room. The temperature was about 110 or 
115 in the shade, and I walked in there and met this gentleman, who 
was a very able fellow, and talked to him for a few moments. I did 
not even enter into the discussion that was going on between him and 
Mr. d’Agostino. 

Mr. DeWinp. You do not think there was any purpose in your 
meeting him to have Mr. d’Agostino show that he had an Assistant 
Attorney General of the United States with him ¢ 

Mr. Caupie. No, sir, Mr. DeWind, because when the bank saw the 
bank books, when they saw the bank books and saw there was a 
solemn obligation—Mr. d’Agostino’s father is a famous Italian. He 
has done much for Italy. He has been knighted and everything else 
over there, and he built a church down in Messina, a large church, a 
town that was shot to pieces during the war. He is a very respected 
gentleman. He was very peeved. 

You see, the trouble about it was that when he put the dollars in 
the bank there was only $12,000 involved, those dollars were worth 
212,000 lire then in 1922. Today $12,000 is worth about 12,000,000 
lire. According to this Italian lawyer, the bank wanted to return 212,- 
000 lire and that would be worth just about 8200 or 8300, which was a 
very foolish thing, it seemed to me. But I didn’t go to the bank. I 
had no conferences with them. I tried to see the town. 

Mr. DeWinp. The only arrangements you had then were that your 
expenses would be paid and you were to get a loan of $2,000 in addition 
when you got back? 

Mr. Caupie. Yes, sir. 

Mr. DeWinp. Has that loan been repaid ? 

Mr. Caupie. No, sir. 

Mr. DeWinp. Is there a note of any kind? 

Mr. Cauptie. | offered him a note but he didn’t care for it. He 
didn’t care for a note, but it sure is a bona fide obligation that I must 
pay, and if you gentlemen will ever let me loose I would like to go 
home and sell my land and pay the thing. 

Mr. DeWinp. You never did get around to selling the land? 

Mr. Caupte. No, sir; I haven't been out of Walbiaten, Mr. De- 
Wind. Ihave been home or here all the time, I sure have. 

Chairman Kine. The committee will now recess until 7:30. 

(Thereupon, at 5: 10 p. m., a recess was taken until 7: 30 p.m.) 
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EVENING SESSION 


(The hearing was resumed at 7:40 p. m., upon the expiration of the 
recess. ) 

Mr. DeWinpv. Mr. Caudle, in connection with this trip that you 
made to Europe, this summer, with Mr. d’Agostino, do I understand 
in summary that what you are saying is this: that Mr. d’Agostino paid 
your expenses for the summer? 

Mr. Cavupie. For the summer? Or the trip/ 

Mr. DeWtnp. For the summer trip. 

Mr. Cavupie. Yes. 

Mr. DeWrnp. And, in addition, agreed in advance that he would 
loan you $2,000 when he got back ¢ 

Mr. Cavupie. He told me that his father would pay the expenses of 
he and myself, and that he would loan me the $2,000 to assist me on 
my return. 

Mr. DeWinp. And the sole purpose of this, or the sole purposes, 
were to have you survey communism in Italy, help out in a family 
reconciliation, and perhaps be of some assistance in connection with 
the lira transaction / 

Mr. Caupie. That was the three things; yes, sir. The lira transae- 
tion—I found out what that was when | got there. I never did under- 
stand that over here. 

Mr. DeWinp. You understood in advance you were to help him on 
that transaction ¢ 

Mr. Caupie. I understood that his father had some difficulty of some 
kind and wanted me to help him out, and [ went along as a friendly 
consultant. 

Mr. DeWinp. You went along to help on the lira transaction; is 
that right / 

Mr. Caupir. Yes: but the main thing I went on was communism, 
and I would like to tell you about it if you would let me. Because 
when we got over there, and we had many conversations with the Min- 
ister of Defense of Italy and other people in the Government—— 

Mr. DeWinp. You said you had many conferences with the Minister 
of Defense / 

Mr. Caupie. We had several. And on my return, on our return, the 
matters which later on the Minister of Defense of Italy came to this 
country to the Ministers’ Conference in Ottawa—and he came to 
New York, and Mr. d’Agostino wanted me to go up and further talk 
with him. I did. 

Mr. DeWrxp. What was your function in all these talks? What 
were you supposed to do? 

Mr. Caupie. Well, now, what was done, Mr. DeWind, is classified, 
and I cannot tell vou. sir. But IT want you to know that what was 
done was reported to Admiral Sowers, to Gen. Bedell Smith, to Mr. 
Alan Dulles, and to Mr. Gordon Gray. 

Mr. DeWinp. Well. were you in any sense an official——— 

Mr. Cyupie. No, sir. 

Mr. DeWinp. Of the United States Government, acting officially ? 

Mr. Cavupte. No, sir. No official status whatsoever. 

Mr. DeWrnp. Did you prepare any written report on this? 

Mr. Cavupte. No, sir. 

Mr. DeWrnp. You just talked to people? 
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Mr. Cavupte. I talked to people, and I arranged a conference for 
the Minister of Defense here in Washington. 

Mr. DeWinp. You say vou arranged a conference / 

Mr. Cavpte. I did, at his request. He wanted to meet Mr. Gordon 
Gray, the head of psychological warfare, and he did. 

Mr. DeWrinp. You mean the Italian Minister of Defense had to 
arrange that through you / 

Mr. Cavpie. Yes: he is a warm friend of Mr. d’ Agostino, and Mr. 
d’Agostino knew him when he was in exile in New York, when he 
had a little Italian paper there and his wife worked in a millinery 
store. 

Mr. DeWinp. So you had these conferences with the Minister of 
Defense and came back and talked to people, but you prepared no 
report ¢ 

Mr. Cavpur. No, sir. 

Mr. DeWixpv. You were not officially delegated for the purpose? 

Mr. Cavupie. Not a bit in this world. I went over there as an 
American citizen without any status whatsoever. My passport shows 
I went over there as a citizen and not as an Assistant Attorney Gen- 
eral. And we went and we studied the situation, because Mr, d’Agos- 
tino had had an obsession about Italy. His father has had a lot of 
property over there, but sold most of it, except one small tract down 
in Sicily, because he was afraid that the country may go Communist, 
and he would lose it. His father was concerned about it, and Mr. 
d’Agostino had been identified with this movement, and they made 
me, before I left here—I had helped a let. Mr. DeWind with the 
Italians, and they elected me honorary chairman of the Italian Com- 
mittee for Democracy, succeeding A. P. Giannini on the west coast 
who died. And that was one of the main reasons why we went. 

Mr. Byrnes. Excuse me. [ wonder if vou could tell me: Was that 
before or after vou made this trip? 

Mr. Cavoie. That was before. 

Mr. Byrnes. It was before you made the trip? 

Mr. Cauptr. Yes. sir. The Italian Congressman on this commit 
tee—they had to have a new committee, and they were planning that, 
and they were planning on the drive in this country to bring pressure 
on the Italians to support the De Gasperi government. 

Mr. Byrnes. How long before you made the trip did vou get that 
honorary position ? 

Mr. Cavpir. | believe— I clo not know exactly. It must have heen 
about a month before—I am not sure—or 2 weeks before. T just 
don’t remember. 

Mr. Byrnes. Before vou left. did vou contact the State Department 
and vet information from them as to what they thought the situation 
was in Italy? 

Mr. Cavpier. No, sit 

Mr. Byrrenes. With the Communists 7 

Mr. Cavorir. No, sir. 

Mr. Byrnes. Did vou check with them as to the propriety of what 
vou intended to do while vou were over there in this anti-Communist 
activity ? 

Mr. Cavpte. No, sir. T went over there just as an American citizen, 
accompanying a dear friend, whose father lived in Sicily part of the 
time and in this country part of the time. 
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Mr. Byrnes. You are not telling me that vou made your official 
position as Assistant Attorney General a secret over there / 

Mr. Caupte. [ want vou to know that I went into Rome incognito, 
just “Lamar Caudle.” 

Mr. Byrnes. Just what? 

Mr. Cavpte. “Lamar Caudle and nothing more. Not anything 
more, ] would say. 

Mr. LyRNFESs. Nobody kne owevou were an Assistant \ttornes Gener: al? 4 

Mr. Cavpie. T want you to know that I didn’t even pay my respects 
to Ambassador Dunn until the last 2 days before I left, because 1 did 
not want to be invited to cocktail parties and things and to distract 
us from going around Rome seeing what the situation was. And I 
dont see how there could be anything wrong with that. Mr. 
Congressman. 

Mr. Byrnes. I do not know whether there is or not. as far as that 

concerned, but T do wonder why vou did not check with the State 
Department and find out what your position would be and whether 
your act ivities coincided with the other activities of this Government. 

Mr. Cavpie. I will tell you one thing. IT made no statement in 
Rome to the press. The newspapers found out T was over there, I 
think. the last 2 or 5 days. 

Mr. Byrnes. This fellow that came over from the Embassy to 
your hotel and you met: he certainly knew who vou were 4 

Mr. CAUDLF. Yes, sir. Mr. dV’ Agostine introduced me. 

Mr. Byrnes. Did he introduce vou as Lamar Caudle or as an As- 
sistant Attorney General / 

Mr. Cavpie. 1 do not know how he introduced me. Mr. Byrnes. I 
think he introduced me as Mr. Caudle, who enme with him. I just 
don't remember. 

Mr. Byrnes. Do vou have any belief that he did not know what 
your official capacity was, over in this country / 

Mr. Caupie. I do not. He may have known, Mr. 13\ res, He may 
have known.’ ‘To be sure, he must have known. 

Mr. Byrnes. You, I understand, made a call upon the Pope? 

Mr. Caupte. Yes, sir. 

Mr. Byrnes. And it ts my understanding, from what vou have testi 
fied. thi: at you delivered to the _ a message from Mr. MeGrath. 

Mr. Caupie. That’s right. s 

Mr. Byrnes. Now, vou did that in vour official capacity, did you not, 
is Assistant Attorney General / 

Mr. Caupie. I did that. The Friends of the Holy Ghost Fathers 
here, up on Manchester Lane, are dear friends of mine, and they wrote 

i. letter over there. which I never did read, but it was addressed to 
Father pam oad the Order of the Holy Ghost Fathers—and T am a 
Baptist. by the way—there in Rome. 

And when I got there, I called up Father Murphy, but he was away; 
and Father Streick, a Dutchman. was in charge of this order at this 
place. And I did not know how to arrange an audience with the 
Pope. 

Mr. Byrnes. Well. the Vatican knew vou were an Assistant Atter 
nev General, did they not ? 

Mr. Cavpte. They may have. Mr. James McInerney—he was over 
there, an Assistant Attorney General, at the same time. and T think 
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he told the people there in the Vatican that I was an official of the 
United States. But to be sure, you would not hold it against me 
because I wanted to see the Pope / 

Mr. Byrnes. Oh, no, no. I would want to see him myself, if I was 
over there. 

Mr. Caupte. I will tell you he is a strong personality. 

Mr. Byrnes. What I was questioning was this incognito aspect 
which you are trying to tell the committee you assumed. 

Mr. Cavupie. Well, I will tell you. I didn’t go there tiptoeing 
around, Congressman, but Mr. d’Agostino and myself felt like that 
if we went over there and did not become engaged in meeting every- 
body socially and going to cocktail parties, which you would be in- 
vited to every afternoon, which would take up your time—we felt 
that every bit of the time we had to spare we ought to study the very 
thing we went over there to see, to our satisfaction. And that is 
exactly what I did. 

Mr. Byrnes. It would not surprise you, though, would it, that 
people over there knew that Mr. Caudle, in addition to being Mr. 
Lamar Caudle, was also Assistant Attorney General? 

Mr. Caupie. Well, sir, probably they did find out I was, before I 
left, but I didn’t tell anybody that I was. I went over to pay my 
respects to Ambassador Dunn. Imet Mary Pickford and her husband, 
Buddy Rogers, who, she being a friend of my mother’s—I kissed her 
before I left, in the presence of her husband. 

Mr. Byrnes. Well, whom did you talk with among the Italian 
officials, while you were over there ‘ 

Mr. Caupte. Well, you see, the only one who could speak English 
would be the Minister, Mr. Pechardi. 

Mr. Byrnes. You had an interpreter with you, did you not? 

Mr. Caupte. Mr. d@’ Agostino understands Italian very well. 

Mr. Byrnes. That is what I mean. 

Mr. Cavupie. With great difficulty. 

Mr. Byrnes. Well, whom did you talk to in the Italian Government ? 

Mr. Caupie. Ido not remember. We were out for dinner or lunch 
once or twice as their guests, as the Minister’s guests, old friends of 
Mr. (Agostino. We were there for dinner once or twice. We had 
them out for dinner. And then we saw very little of them. We were 
busy out in these outlying sections of Rome where the poorer classes 
were. We got a pretty good picture of Italy and what they are up 
against over there, sir. 

Mr. Byrnes. Did you consult with the Italian Minister of the 


Interior? 
Mr. Caupie. No. sir. We did not consult with the Italian Minister 


of the Interior at all. 

Mr. Byrnes. Well, whom did you consult with in the Government 
to find out what the problems of the Government were as far as a Com- 
munist threat ? 

Mr. Cavupie. Well, we talked to the Minister of Defense, Mr. Pe- 
chardi, and he is the Minister of the Defense, the same thing as Mr. 
Lovett is over here. He has the Army, and the Air Force, and the 
State Police under him. He knew what his problem was. 

Mr. Byrnes. T will grant that he probably knows what the problem 


was. 
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Mr. Caupie. He knows more about it than anyone else would know, 


I think. 
Mr. Byrnes. But you did not talk to any other Government official, 


then ¢ 

Mr. Caupte. No, sir. We met some, but I couldn't talk to them. 
I couldn’t understand them. 

Mr. Byrnes. You could not even understand the Minister of De- 
fense, could you? 

Mr. Caupte. Yes, sir; he could speak English. 

Mr. Byrnes. Oh, he could ~ pm English. 

Mr. Caupie. He had a little trouble understanding me, because I 
am from the South. We both tried to break even as best we could. 

Mr. Dr Winp. How long were you over there, Mr. Caudle ¢ 

Mr. Cavupte. We were in Italy, I would say, for about 12 to 14 days. 
From there we went back to Paris. 

Mr. DeWrnv. How long were you in Paris? 

Mr. Caupie. We were there, I'think, for about 20 days and went to 
London. I was glad to get to London, Mr. DeWind. 

Mr. DeWtxp. How long were you in London ¢ 

Mr. Cavupver. I think for 3 days. 

Mr. DeWinv. How long were you in Paris the first time you went, 
when you first went over? 

Mr. Cavupie. I would say about 2 days and a night. Didn’t stay 
there long enough. 

Mr. DeWinv. Where else did you stay ¢ 

Mr. Cavupir. Sir 

Mr. DeWinxp. Where else did you go? 

Mr. Caupie. Well, I just went from Paris to Rome, to Paris and to 
London. 

Mr. DeWixp. Then about half the time on this trip you were not 
in Italy atall. Isthat right? 

Mr. Caupie. Well, let’s see. About 5 days on the boat going, o days 
on the boat coming. That is 10 days out of 20. Then Mr. d’Agostino 
won't fly: so we didn’t miss a drop of water going back or a foot of land 
going down where we were going. It took up a lot of time, just rid- 
ing. We got back over to London broke. 

Mr. DeWixp. You say vou were broke ? 

Mr. Cavpie. Yes, sir. We got to Paris broke. 

Mr. DeWixp. You were broke’ Or Mr. d’Agostino was broke ? 

Mr. Caupie. Both of us. I think I had to borrow some from one 
porter to pay another. 

Mr. DeWinp. Well. now, outside of a lunch and a dinner with the 
Italian Minister, did you do anything else about communism ¢ 

Mr. Cavpir. Yes: we went over to Frascati, where they make 
Frascati wine, a trip of about 38 kilometers. 

Mr. DeWenp. Is communism rampant over there ? 

Mr. Cavpie. Oh, my golly. They have a Communist school over 
there. They have a regular trunk line to the Kremlin at Frascati and 
back. I never did see anything else like it. 

Mr. DeWrxpv. Where else did you find outcroppings of communism / 

Mr. Cauprer. I tell you, in Rome—you see, we didn’t get up to Milan. 
It was too hot to go down to Sicily. But, I tell you, that country is 
in a bad shape, Mr. DeWind. T was just a pygmy to try to do any- 
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thing for Italy, but T think we have accomplished something for 
Italy. 

Mr. DeWixn. “We” meaning who? 

Mr. Cavpie. Mr. Agostino and myself. 

Mr. DeWinp. What do vou figure vou accomplished for Italy / 

Mr.Cavupie. Tean’t tell youthat. [talked to General Bedell Smith. 
If he will tell vou, it will be all right with me. 

Mr. DeWinp. This is your oral report you made to him, you mean? 

Mr. Cavour. Yes, sir. 

Mr. DeWinp. So, this was about a 10-day trip to Italv? Was that 
it ¢ 

Mr. Cavour. Yes, sir: 10 to 14 days. I do not know exactly how 
long. 

Mr. DeWinvo. How lang were vou gone, altogether ? 

Mr. Cacore. IT was gone for 30 days. 1 left on July the 19th and 
returned on August the 20th, [T think. 

Mr. DeWinp. And you felt that, everything considered, that was a 
proper arrangement, to have Mr. d’ Agostino pay yvour expenses and 
loan you 82,000 for that? 

Mr. Cavpie. Mr. DeWind, I want you to know that [ was delighted. 
I thought it was all right. His father paid the expenses. I think he 
wants us to come back. His father paid the expenses at the hotel 
there in Rome, and then compensated his son, [ understand it, for 
eXpetises | believe he did—on the trip going over, 

It was about the most harmless trip to be criticized for, | think, I 
ever have had anything to do with. 

Mr. DeWixp. How long have you known Mr. d’Agostino? 

Mr. Cavpie. I have known him ever since I have been in Wash- 
ington, 

Mr. DeWinxp. That is what—1946, you met him? 

Mr. Caupie. About 1945, 1 would say, or 1946; ves, sir. 

Mr. DeWinp. How did you happen to meet him ? 

Mr. Caupie. He was introduced to me by someone here in town. I 
don’t remember. I forget just where the introduction was. 

Mr. DeWinp. You just have no recollection of that? 

Mr. Cavpie. No, sir: just a social introduction. 

Mr. DeWinp. Could it have been Mr. Nathan that introduced you ¢ 

Mr. Cavpie. Sir? 

Mr. DeWinp. Could it have been Mr. Nathan who introduced you / 

Mr. Caupte. No, sir. I reckon Mr. d’Agostino knows Mr. Nathan. 
I don’t know, sir. 

Mr. DeWinp. You say you suppose he does ? 

Mr. Caupte. I imagine he does. 

Mr. DeWtnv. Why? 

Mr. Cavupie. Well, I think he has met him. 

Mr. DeWinxp. What makes vou think so4 

Mr. Caupie. T don’t know, sir, Mr. DeWind, but T am almost sure 
the two men know each other. 

Mr. DeWinp. Well, you are probably quite sure about it. But how 
do you know it? 

Mr. Cavpoie. Well, I feel sure that they do. IT have heard Mr. 
d’Agostino speak of Mr. Nathan. T have heard Mr. Nathan speak 
of Mr. d’ Agostino. 

Mr. DeWinp. How did they come to meet ? 
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Mr. Caupte. I do not know, sir. I may have introduced them my- 
self. I do not know. 

Mr. DeWtnp. You think you did introduce them ? 

Mr. Caupte. I do not know, Mr. DeWind. I just don’t remember, 
sir. 

. DeWixp. When do you think that you may have introduced 
Mr. Nathan to Mr. d° Agostino ¢ 

Mr. Cavupie. 1 don't have the slightest idea. I do not have the 
slightest idea. 

Mr. DeWinp. When did you return to Washington ¢ 

Mr. Caupte. I returned to Washington—you mean from this for- 
eign trip? . 

Mr. DeWunp. Yes. 

Mr. Caupue. I came back, I think, about August the 20th or there- 
abouts. Iam not sure. 

Mr. DeW inp. Do you happen to know—have any former Federal 
Government officials become employed by the d’Agostino company ¢ 

Mr. Caupte. Sir? 

Mr. DeWinp. Have any former Government officials been employed 
after leaving the Government by the d’Agostino company, that you 
know of ¢ 

Mr. Cavupie. None that I know of. 

Mr. DeWinp. None that you know of ? 

Mr. Caupir. Yes, sir. 

Mr. DeWinxv. When you arrived back from Italy, did you arrive 
in New York? 

Mr. Caupte. Yes, sir. 

Mr. DeW inp. Where did you go from there, you and Mr. d’Agos- 
tino? 

Mr. Caupie. Right straight to the train. 

Mr. DeWinxp. To Washington ? 

Mr. Caupue. Yes, sir. 

Mr. DeWinpv. You both came to Washington ¢ 

Mr. Caupie. Came just as fast as we could come. We were home- 
sick, 

Mr. DeWinxv. You got back here on the 21st, as far as you can 
recall? 

Mr. Caupte. I think so, sir. The boat docked about 7 o'clock, and 
we were off around 10. 

Mr. DeWinp. Did you run over and see Mr. Nathan as soon as you 
got back ¢ 

Mr. Caupie. No, sir. 

Mr. DeWinp. You were not at his hotel room ¢ 

Mr. Cavupier. No, sir. 

Mr. DeWinp. Where did Mr. d’ Agost' no vow hen you got back ? 

Mr. Caupte. He came straight home, and our wives met us at the 
station. He went to his home at Silver Spring, and I went to my 
home up on Connecticut Avenue. 

Mr. DeWinv. How soon did you see Mr. Nathan after your return ¢ 

Mr. Cavpte. Mr. DeWind, I don’t know whether I have seen Mr. 
Nathan—don’t know when I saw Mr. Nathan. IT ran into him some- 
where, sir. 

Mr. DeWrnp. You sav vou did run into him someplace / 

Mr. Cavupie. I think I did, sir. 
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Mr. DeWtnv. Where did you run into him? 

Mr. Cavupte. I know I didn’t seek him out. 

Mr. DeWrnp. Now, look, Mr. Caudle— 

Mr. Cavoie. I really don’t know, sir. 

Mr. DeWrnp. Mr. Caudle, we are talking about a period about 2 
months ago now. 

Mr. Caupte. Yes, sir. I know it, sir. 

Mr. DeWrnp. Can’t you recall ‘where you saw Mr. Nathan? 

Mr. Cavptr. No, sir; I do not. In fact, I haven’t seen Mr. Nathan 
in a long time. 

Mr. DeWrnp. Well, you saw him after you came back from Italy; 
didn’t you ? 

Mr. Caupte. I think I saw him ence since I came back from Italy. 

Mr. DeWtxpv. Where do you think you saw him once? 

Mr. Cavupte. | think, when the story broke in the papers, Mr. 
Nathan called me over the phone and told me that he was sorry that 
he caused me so much embarrassment. Whether I saw Mr. Nathan 


or not, I don’t remember. 

I told him I was sorry, too, sir. I haven’t had anything to do with 
Mr. Nathan. 

Mr. DeWinp. But you have seen him; haven’t you? 

Mr. Cauptr. Yes, sir. I have just seen him; that’s all. 

Mr. DeWrnp. Where did you see him? 

Mr. Caupte. I don’t remember, sir. 

Mr. DeWrnp. Did you see him at his hotel? 

Mr. Caupie. No, sir. 

Mr. DeWinp. Did you see him at your home? 

Mr. Cavptr. I believe that Mr. Nathan called up my house and 
wanted to come out to my home, and he came out there with Mr. Sam 
Cohen, I believe it was, to tell me that he was sorry for the embarrass- 
ment that he had caused me. I told him I was sorry, too; that he had 
caused me much embarrassment. He went out the door, and I haven't 
seen him since’ Just saw him up here, sir. 

Mr. DeWrnp. Did you tell him using your name in a tax-extortion 
attempt was pretty embarrassing to you? 

Mr. Cavpter. I told him that what he had been doing had been very 
embarrassing for me, had been very embarrassing for my family, very 
embarrassing for me officially in every way. 

Mr. DeWtnp. Those are the words you used?—“This is em- 
barrassing” ? 

Mr. Cavupte. I don’t know what else I said, Mr. DeWind, but I felt 
deeply hurt. 

Mr. Daw’ inp. Mr. Nathan just said, “I am sorry I caused you that 
trouble” 

Mr. Padiiles He said that, sir. He said he never would see me 
again. I told him that would have to be the way it would have to 
be, because I hadn’t been seeing Mr. Nathan in a long time. I have 
not had anything to do with him, and he knows it. I divorced myself 
from him, and had to. 

Mr. De W inp. Now, you remember, Mr. Caudle, the other day we 
were inquiring about the Aaron and Freidus case ? 

Mr. Cavpie. Yes, sir. 

Mr. DeWrxp. And we had a memorandum, you may recall, from 
Mr. Richard Schwartz in the Treasury to the files—— 

Mr. Cavupier. Yes, sir. 
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Mr. DeWinp (continuing). Which stated that he had been in- 
formed by Mr. Oliphant that you and Mr. Oliphant had agreed on 
no prosecution. 

Mr. Cavpie. Yes, sir. And I told you T never had such an agree- 
ment at all, and I never did, Mr. DeWind. 

Mr. DeWinp. Now, do you recall that in October of 1950, in fact 
on October 4 of 1950, you telephoned Mr. Oliphant while he was over 
in the Treasury Department, where he was taking Mr. Lynch’s place 
while Mr. Lynch was away, and that you spoke to ‘him at length about 
the Aaron and Freidus case and suggested that the case be dropped 
from prosecution ? 

Mr. Cavupir. No, sir: I do not, Mr. DeWind. I donot, sir. I told 
you that up here, sir, that I do not, sir, and I never vote deg agreed to 
doso. Ipursued that case. The men were guilty. 

Mr. DeWinp. Well, now, just a minute. Do you recall speaking 
to Mr. Oliphant in the Treasury on the telephone / 

Mr. Cavpte. I do not remember talking to Mr. Oliphant in October. 
Mr. DeWind. 

Mr. DeWinp. October of 1950? 

Mr. Cavpir. 1950. I do not remember talking to Mr. Oliphant at 
all. I know I had no understanding with him. You showed me the 
mimeographed memorandum, there, sometime ago. And I did not, 
under no circumstances. Why. the only one in the world who could 
pass on that would be the judge of that court, and we would not inter- 
fere with it. 

Mr. DeWinv. I remember that is what you said before, when we 
showed you the Schwartz memorandum. 

Mr. Cavupie. Yes, sir. 

Mr. DeWinp. Now, on October 4, 1950, Mr. Oliphant, over in the 
Treasury Department, called Mr. Schwartz on the telephone, and 
a record was made of the telephone call. 

Mr. Caupir. I can’t help what he called him for, sir. It didn't 
reflect an agreement with me, because I wouldn't agree to such a thing. 

Mr. DeWinp. Now, this note, this record of the call, states: “Re 
Samuel EF, Aaron.” This is to Mr. Schwartz. 

Mr. Caupte. Yes.sir. You read it before, here. 

Mr. DeWtxp, No, no. This is a different one. This is a note kept 
in the Treasury Department, of the call that Mr. Oliphant made. 

Mr. Cavupie. Yes, sir. 

Mr. DeWinp. Kept by Mr. Lynch’s office in Mr. Lynch’s absence. 

Will you make a note that I talked with Caudle? We went to some length on 
the testimony by the physician, and both agreed that the fellow should not stand 
trial. 

Mr. Cavpir. I never did agree to that, Mr. DeWind. I never did 
agree to it. You had a letter here about Dr. Danzig or Dr. Danhig. 
and Mr. Oliphant says he has no record of it, that someone must have 
read it over the telephone, and I know I did not read it over the tele- 
phone. 

Mr. DeWrnp. Well, now, on October 5, 1950, Mr. Rothwacks made 
a call to Mr. Leming in Mr. Oliphant’s absence, at the Treasury De- 
partment, and a record was made of that call, too. 

Mr. Cavuptr. I couldn’t help Mr. Rothwacks’ calling. I didn’t 
direct him to call. 


91550—52—pt. 2——46 
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Mr. DeWunv. Well, now, Mr. Rothwacks is recorded as having said 


this: 

Charlie Oliphant’s secretary tells me you are handling his desk. Our letter in 
the Jacob Freidus case—we sent it over yesterday—Samuel Aaron, That was 
sent over by special messenger yesterday after a telephone conversation between 
Mr. Caudle and Mr. Oliphant, and I wonder if you are going to handle the mat- 
ter. Trial is set for this coming Monday, and the question is whether it is a 
health matter. We sent over the materials for Mr. Oliphant’s look-see and for 
lis Views, 

To which Mr. Leming said: 

This is a letter from Mr. Caudle to Mr. Oliphant 

Mr. Caupie. A letter / 

Mr. DeWinp. A letter. 

Mr. Caupie. Who signed the letter ¢ 

Mr. DeWinp. We discussed it earlier. 

Mr. Cavupie. Yes, sir. That was a letter Mr. Rothwacks said he 
wrote himself And signed himself. I know L didn’t cdo it. 

Mr. DeWinp (reading) : 

Phe letter was received and went down to Riley. 

I assume that is Mr. Riley Campbell. 


Mr. Roruwacks. Time is of the essence. 

Mr. Leming. We have your telephone number here? 
Mr. RorHwacks. It is 454. 

Mr. Leming. O. K. I will call you. 


Now, just a minute. Tam not finished. 
Then there is a telephone conversation between Mr. Leming and 


Mr. Oliphant, Mr. Oliphant still being over in the Treasury Depart- 
ment. Mr. Leming says: 
How about Jacob Freidus and Samuel Aaron? 


Mr. Caupie. Who said that? 
Mr. DeWinp. Mr. Leming said it to Mr. Oliphant. 


Rothwacks called. 

Mr. Caupte. I don’t know these things, Mr. DeWind. 

Mr. DeWrnp. Just a minute. 

Mr. Ovipuanr. I said yesterday, all right with me, no prosecution. 

Mr. Caupte. Yes. Well, I didn’t agree to it. That is one thin 
sure and certain. I know I didn’t agree to it. And neither did 
know the letter that Mr. Smith, Mr. Turner Smith, read during my 
absence, and which he prepared. L never had heard of that letter 
nor seen that letter before until it was read up here in this committee 
roo. 

Mr. DeWrnp. Well, I am not talking about the letter. I am talk- 
ing about these telephone conversations. You called Mr. Oliphant, 
and Mr. Oliphant tells at least two people that “I agreed with Mr. 
Caudle, no prosecution.” 

Mr. Caupie. Well, Mr. DeWind, as I told vou up here that day 
when you asked about this thing heretofore, [ did not agree with 
Mr. Oliphant not to prosecute Mr. Aaron on account of his ill health. 

Mr. DeWtnp. No, that wasn’t the point. The point was you called 
Mr. Oliphant and asked him that if a recommendation were made 
against prosecution, would he agree. Isn’t that what happened ? 
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Mr. Cavuptr. T do not remember that, Mr. DeWind. I just can’t 
help it. 

Mr. DeWinp. In the light of this very extensive record that was 
made of the telephone calls, how do you deny it ? 

Mr. Caupte. Well. let me tell you something. Mr. Rothwacks 
wrote some memorandums himself. 

Mr. DeWrnp. We are talking about this record of phone calls 
from you to Mr. Oliphant. 

Mr. Cavupte. I don’t know. I say to you that I don’t remember 
talking to Mr. Oliphant. But one thing I sure do know. If I did 
talk to him, I did not agree ¢o not prosecute Aaron, whatever his 
name is. 

Mr. DeWinp. Well, now, let me read you something else, then. 
Mr. Leming then calls back Mr. Rothwacks, and he says: 

Here is n letter we are just starting to you by messenger, and see if it con 
forms to your ideas 
Then he reads the letter that in fact went over. 

Mr. Rorawacks. | think that conforms with the understanding 


Now, that is the letter that says that the Bureau of Internal Revenue 
will have no objection to dropping the case if that recommendation is 
made by the Department of Justice. And Mr. Rothwacks savs: 

I think that conforms with the understanding. 

Mr. Caupte. Well, vou see, he thinks it. But there was no under- 
standing. ‘That is the point. 

Mr. DeWinxp. Mr. Rothwacks thought there was an understanding, 
Mr. Oliphant thought there was an understanding, Mr. Schwartz re 
ceived the word from Mr. Oliphant, Mr. Leming received the word 
from Mr. Oliphant, but you never said it. 

Mr. Cavpie. But just like Mr. Rothwacks told vou right here, sir, 
that such a thing would have been preposterous, that the judge had 
already passed upon the health of this man, and this case was set 
for trial, They had passed on that issue. They had passed on the 
issue. The case was set for trial, sir. 

Mr. DeWinp. We went into that at length. 

Mr. Cavupnie. | know we did. 

Mr. DeWinp. And it seemed it wasn’t entirely preposterous, It 
may have been unwise and unlikely to achieve its purpose, but it was 
not preposterous. ‘The point is: Did vou call Mr. Oliphant and ask 
him to agree with a recommendation not to prosecute / 

Mr. Caupter. No, sir, | never did ask Mr. Oliphant for no prosecu- 
tion, because T wouldn't agree to it with anybody. Nobody. 

Mr. DeWinxp. Are vou saving vou didn't even telephone about it ¢ 

Mr. Cavupie. 1 do not remember talking to Mr. Oliphant now, but 
I may have talked to him. But if I did, I tell vou IT would not agree 
to such a thing. 

Mr. DeWixp. Well. now, listen. Why would vou call Mr. Oliphant 
and read him excerpts from the medical report ¢ 

Mr. Cauptr. | did not read him any excerpts from the medical 
report. 

Mr. DeWinp. You deny that ? 

Mr. Cavoie. I deny it. And he didn’t say T did, either. 

Mr. DeWinp. Yes. he did. 
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Mr. Cavpir. No, he didn’t. He said someone must have read it to 
him. But I never read it to him. 

Mr. DeWinp. Just a minute. Let me read you this again. This is 
the note. Mr. Oliphant, talking on the phone to Mr. Schwartz: 


Will you make a note— 
he is saying to Mr. Schwartz. 

Will you make a note that I talked with Caudle? We went to some length on 
the testimony by the physician, and both agreed that the fellow should not stand 
trial. 

Now, did Mr. Oliphant just dream that 5 Mh 

Mr. Cavpie. Well, there is one thing about it. If Mr. Oliphant 
wrote that, he sure misunderstood me, because I never did agree to 
do such a thing. And I will tell you one thing. I would not have 
any control over it at all. None whatsoever. 

Mr. DeWrnp. That may or may not be. 

Mr. Cavpie. Well, it is so. 

Mr. DeWinp. But why do you suppose Mr. Oliphant should say, 
“We went at some length into the testimony by the physician,” if you 
didn’t read him the testimony ¢ 

Mr. Cavpte. I know I never read it to him. It would have been 
the most unorthodox statement in the world for me to bring up a 
question of health like that. 

Mr. DeWrnp. You think this was just a piece of insanity on Mr. 
Oliphant’s part? 

Mr. Cavupte. I don’t know, but I know I didn’t do that, sir. 

Mr. DeWrxv. Why did you talk to him on the case? 

Mr. Cavpte. I never did talk to him. 

Mr. DeWrnp. You think this was a figment of four people’s imagi- 
nation / 

Mr. Caupte. But I know he said up here that day he had no record 
of a conversation with me. 

Mr. DeWrxp. We happened to find some record. 

Mr. Cavpte. The man’s health may have been discussed, but I tell 
you I don’t remember it. 

Mr. DeWixp. Why would you have been discussing the man’s 
health? 

Mr. Cavupie. I don’t know, sir. 

Mr. DeWrnp. I don’t know either, unless you wanted to drop the 
prosecution. 

Mr. Cavpie. No, sir, I wasn’t going to drop any prosecution; under 
no circumstances drop no prosecution. And the letter that was written 
by Mr. Smith—I was out of town, did not know about it, did not 
know the letter was written, and never even heard of the letter until 
it was read up here in this room. Not even in the city. I wouldn't 
agree not to prosecute him. 

Mr. DeWinp. Well, were you in town the day these phone calls 
were made ? 

Mr. Cavpte. I do not know, sir. I know I was out of town the time 
Mr. Smith said he wrote the letter. I don’t know what that date 
was. If you are trying to imply to me that I tried to stop that man 
from being prosecuted, Mr. DeWind. you are mistaken. 

Mr. DeWrnpv. You realize I didn’t make this record. This rather 
extensive record was written at the time. 

Mr. Cavnur. Yes, sir. 
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Mr. DeWrnp. You can readily understand that what you say, in the 
light of this record, is somewhat difficult to reconcile, don’t you / 

Mr. Caupie. Well, Mr. DeWind, you may interpret it that way, sir, 
but I did not have an understanding with Mr. Oliphant not to prose- 
cute this man or to do anything to even impede the progress of the 
prosecution. Not a thing. 

Mr. DeWinp. Why would you call Mr. Oliphant and discuss the 
medical findings with him at all? 

Mr. Caup.e. I did not discuss any medical finding with him. 

Mr. DeWrnp. You deny this statement, then ¢ 

Mr. Caupte. | know | did not read that letter to him. 1 know for 
a fact I didn’t do it. 

Mr. DeWinp. I don’t say you read it. “We went to some length,” 
was Mr. Oliphant’s statement, “on the testimony by the physician.” 
He doesn’t say you read it to him. He says you went to some length 
on it. 

Mr. Cavupie. Well, sir, 1 did not. I didn’t read it to him. I know 
that. Mr. Oliphant may have called me; I don’t know. But I know 
one thing, sure and certain. I never agreed with the Bureau not to 
prosecute Aaron because of his ill health. The court had already 
passed upon the question of health. Passed on it. 

Mr. DeWinp. It is certainly an extraordinary record to reconcile 
with what you say. 

Mr. Caup.e. Well, I tell you, Mr. DeWind, you may think so, sir, 
but one thing I know, I did not agree not to prosecute Aaron, and had 
I even wanted to, it would have been impossible, because the court 
done passed on it already. 

Mr. DeWrnp. Can you suggest any way by which both Mr. Roth- 
wacks and Mr. Oliphant got the impression that you had called Mr. 
Oliphant and reached this understanding / 

Mr. Caupte. What were those memorandums that Mr. Rothwacks 
said there were on October 4 or somewhere in there / 

Mr. DeWrnv. He called Mr. Leming on October 4, or October 5, I 
should say. 

Mr. Caupze. I will tell you one thing. LT never did agree to it. 

Mr. DeWinp. Well, he says: 

That was sent over by special messenger yesterday after a telephone conversa- 
tion between Mr. Caudle and Mr. Oliphant. 

Mr. Caupte.. You know, the only thing I remember about a health 
report about that thing, Mr. DeWind, was back in June some time 
when they filed a petition with all the affidavits from five doctors say- 
ing the ordeal of a trial would probably cost this man his life. And 
that was sent through regular channels, and that was when I belteved 
Mr. Saypol called me over the phone, if I have got some recollection 
of it, and said that the health policy would be handled on his level 
and with his judgment by his ollice, and I told him that was the way 
it would be done. Don’t you remember that? Isn't that right 

Mr. DeWixp. What are we talking about—— 

Mr. Cavpie. But I want you to answer my question. 

Mr. DeWinv. Mr. Caudle, you are not here to ask any questions. 

Mr. Cavoie. But [ think to be fair—— 

Mr. DeWinp. It makes no difference what I recall about the testi- 
mony. That is not relevant. What I am asking vou is how it can 
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possibly be that Mr. Rothwacks thought you talked to Mr. Oliphant, 
Mr. Oliphant thought you talked to him—— 

Mr. Cavupte. I do not know, Mr, DeWind. 1 just simply do not 
know. I know one thing. There was no understanding between me 
and Mr. Oliphant that either the Bureau or the Department of Justice 
would do anything that would stop the trial of Aaron. 

Mr. DeWrnp. Did you and Mr. Oliphant agree on the telephone 
that this medical report would have justified dropping the prosecution 
if the man had not yet been indicted and the case was in the Depart- 
ment of Justice / 

Mr. Caupir. No, sir; I never have talked to Mr. Oliphant about 
that if Lean recall. I can’t recall any conversation on that. I never 
read the medical report about it. 

Mr. DeWinp. You just never talked to Mr. Oliphant at all about 
the matter ¢ 

Mr. Caupir. LT may have talked to Mr. Oliphant, or Mr. Oliphant 
may have talked to me about it after some one had sent it over to him, 
but I never agreed with him. 

Mr. DeWinp. What did Mr. Oliphant call you about ¢ 

Mr. Caupur. You referred to the memorandum, there, about some 
conversation he had with me. But there is some big mistake about 
that, si 

Mr. DeWinxp. What was that conversation / 

Mr. Cavupie. I do not know about the conversation. 

Mr. DeWinp. You have no recollection of talking to Mr. Oliphant 
at all? 

Mr. Caupie. No, sir, Tam not denying that Mr. Oliphant may not 
have called me. But LT tell you one thing. There was no agreement 
oll my part to do anything hot to prosecute Auron. 

Mr. DeWinp. That was all just a dream that Mr. Rothwacks and 
Mr. Oliphant had ¢ 

Mr. Cacpie. Whatever it was, it didn’t reflect my sentiments or my 
feeling or my judgment, either, or the soundness of the decision in 
the matte ce eithe ‘7. 

Mr. Byrnes. Would you have ais explanation, Mr. Caudle, for 
this record that counsel has referred to, of the memorandums of the 
telephone calls, all referring to an conversation vou had with Mr. 
Oliphant and an agreement between yourself and Mr. Oliphant 4 
Can you explam that in any way 4 

Mr. Cavupie. Mr. Byrnes, I will tell you. 1 know for a solid fact 
that l nevel did neree with Mr. Oliphant not to prosecute 

Mr. Byrnes. That is not the question Tam asking. My question is, 
Can you give any explanation for these records 4 

Mr. Cavour. TI cannot remember back to October 1950 to save my 
life. LT eannot remember back there. sir. You have these records here, 
sir. and JT cannot remember back there, sir. 

Mr. Byrnes And you cannot think of any possible justification 
for that record ¢ 

Mr. Cacpue. No, sir, TL ean’t. Not to save m) life. Lean't. I know 
I wouldn't agree to it. The health issue had already been passed on by 
some Federal judge. And this doctor's report that you referred to 
there, if LT remember, was a court-appointed physician, and that physi- 
clan was Wishywashy, one way or another, and the court heard the 
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doctor and found fora fact that Aaron was physically fit to stand trial. 
And he set the case down for trial for October the 9th, if I remember. 
And | think the thing was heard on September the Sth, as I remember 
the other cha up here, sir. 

Mr. Byrnes. How could something like that go in the Department 
that you had supervision over without your knowing about it ¢ 

Mr. Cavpur. Mr. DeWind—TI mean, Mr. Byrnes, vou would be sui 
prised, the memorandums that evo out from that Department that 
would never be known to the Assistant Attorney General. All the 
memorandums from the Civil Division that goto the Bureau are never 
brought to me, but my name is signed to them. 

Mr. Byrnes. This was a pretty important matter. 

Mr. Caupte. Well, it was important. It certainly was. 

Mr. Byrnes. And us ing your name all through the thing. 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. How can that happen without your knowing any 
thing about it? 

Mr. Cauptr. Mr. DeWind. I will tell you—I mean, Mr. Byrnes. 
I did not agree with Mr. Oliphant. No: Mr. Oliphant is honestly 
mistaken about it. 

Mr. Byrnes. I understand that is your position. Now Tam getting 
down to some of this administrative problem that you have down 
there. and I want to know if that happened a lot. where your name 
would be used and it would be understood that vou had agreed with 
somebody else on a certain proposition, and you not know anything 
about it and never make such an agreement. 

Mr. Cavupie. I will tell you, Mr. Byrnes. There are so many 
memoranda written, so many short ¢ alls made on the telephone, so 
many times someone would meet you in the corrider and say this to 
you or say that to you and fo back and write a memorandum and sig} 
your namie to It. You haven't had a chance to think things out at 
the time. Sometimes one of the attorneys would stop you in the 
corridor about a case. 

Mr. Byrnes. That is a pretty sloppy way to run a Department, is 
isnot? Isit nota sloppy way to do something 

Mr. Cavupte. Yes, sir. 

Mr. Byrnes. I thought you said this morning that everything in 
the Tax Division was run very fine, that nobody should have any 
worry about it. 

Mr. Caupte. Well. I will tell vou. It gets pretty hot in there some 
times, sir. It sure does. But as a rule, the Division moves along 
pretty good on its own motion. 

Mr. BYRNES. Until somebody moes in and finds something: isthat it? 

Mr. Caupie. Sir? 

Mr. Byrnes. Until somebody goes in and finds out where a case 
did not go according to the files. 

Mr. Cavupie. Yes, sir. Then something happens. But I will tell 
you. Sometimes, Mr. Byrnes. when we have these cases there—we 
have statutes of limitation that are about to end—sometimes you see 
so much confusion going on, vou meet vourself going through the 
door. There is no question about it. And I don’t remember this 
conversation with Mr. Oliphant, Mr. DeWind. 

Mr. De WInp. You deny if ever took place : 
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Mr. Caupie. I don’t deny that we talked. I don’t deny that, sir. 
I den’t deny that, because he may have called me, and I may have 
called him. But I tell you one thing 

Mr. DeWinp. Just a moment. You say he may have called you, and 
you may have called him? 

Mr. Caupie. 1 am just surmising. 

Mr. DeWrnp. Just a minute. We have made a little progress, 
You say you may have called him. 

Mr. Caupte. 1 know you may say that, sir, but I tell you right now 
Mr. Oliphant may have called me, and I do not remember calling him, 
but one good thing I did remember. I did not agree to prosecute 
Aaron. That would have been the most stupid thing on earth to have 
done. 

Mr. DeWinp. Now you think you may have called Mr. Oliphant ? 

Mr. Cavupie. | don’t know, Mr. DeWind. 

Mr. DeWinpv. Now do you think you may have discussed the medi- 
cal testimony with him ¢ 

Mr. Caupue. I know I didn’t read that letter. 

Mr. DeWinp. Justa moment. Don’t get fancy. L asked you about 
the medical testimony, not the letter. 

Mr. Caupie. You say “don’t get faney”¢ I don't know what you 
call being fancy. 

Mr. DeWinv. Answer the question directly. You are a lawyer. 
My question was, Did you discuss the medical testimony with him? 

Mr. Caupie. I know I didn’t discuss that letter with Mr. Oliphant. 

Mr. DeWtnpb. Did you discuss the medical testimony with him ¢ 

Mr. Caupte. What medical testimony ¢ 

Mr. DeWunp. The medical testimony in the Aaron and Freidus 
case. 

Mr. Caupie. You mean the one that was filed in June, the petition ? 

Mr. DeWinp. Any medical testimony. 

Mr. Caupue. I know I didn’t. I can’t remember discussing with 
Mr. Oliphant anything of medical testimony about that case. 

Mr. DeWinxp. So when Mr. Oliphant hangs up and calls Mr. 
Schwartz and says, “We went into some length on the testimony by the 
physician,” he is just daydreaming? 

Mr. Caupie. Well, 1 tell you one thing, Mr. DeWind, like I told you 
up here that day. Mr. Oliphant said he couldnt remember it either. 
He didn’t remember. He didn’t remember. 

Mr. DeWinp. Fortunately, over in the Treasury Department, they 
make some records of calls of this kind, even if they don’t in the De- 
partment of Justice. And those records came to light. 

Mr. Cavpie. All right, sir. Whatever the records are, that is what 
their records are, but I know what I would not agree to. 

Mr. DeWixp. Do you make any records of telephone calls in the 
Department of Justice? 

Mr. Caupte. Do we make any records? 

Mr. DeWinpb. Yes. Apparently you transact very important busi- 
ness by telephone. Do you make records? 

Mr. Cavupte. Sometimes they make a record. I know I never have. 
I don’t think [have. Perhaps I have. 

Mr. DeWinpv. You customarily made important decisions by tele- 
phone without a record? 
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Mr. Cavpte. You would call in the one that was handling the case 
and tell what the decision would be, perhaps, if the Bureau would 
call you up. 

Mr. DeWrnp. Well, now, is your position on this record of tele- 
phone calls in any way based on the fact that just a few days before 
you got a $5,000 commission on this thing? 

Mr. Cav pte. Mr. DeWind, I declare, you know, you ought not to 
say that. You see, you have been slanting th: at thing that way two 
or three different times. And about that commission, let me tell you 
something now. When Mr. Walter A. Stonnell, who sent the com- 
mission, had brought the commission to my house, he and his wife, and 
I went up to see the Attorney General and told Mr. Clark that Mr. 
Knohl had organized this oil company out in Kansas, and they had 
no tax troubles and he had none and Mr. Walter Stonnell had none. 
but that Mr. Stonnell had two close friends that were indicted and 
the case was set for trial 

Mr. DeWinp. That is what you told the Attorney General / 

Mr. Cavupte. Yes, sir. And they were going to be tried in a few 
days’ time, and I asked him would it be improper to accept the com- 
mission, and he told me that he could not see anything improper about 
it, because it was a separate transaction. And had he not told me that, 
I would not have accepted it. That is why I went to see the Attorney 
General. And that is exactly why I went up there. 

Mr. DeWrxv. When you went up to see the Attorney General, did 
you have a notion that this was Freidus’ money ? 

Mr. Cavpie. I know it wasn’t. The idea ofthat! Freidus’ money! 

Mr. DeWrnp. And yet that was September 19, and 2 weeks later 
Mr. Oliphant gets the impression that you called about the medical 
testimony and agreed that there should be no prosecution. 

Mr. Cavpte. Well, sir, I did not agree. 

Mr. DeWrnpv. He agreed with you is what he said. 

Mr. Cavpie. I did not agree. He said that, I think they said that 
under their policy that letter that was written. had they considered 
it before it was sent over to the Department of Justice, they would 
not have recommended prosecution. 

Mr. DeWinp. No, that isn’t what they said. 

Mr. Cavpir. I can’t remember, because I don’t have the record. 

Mr. DeWinxp. What they said was that if the Department of Justice 
wished to recommend against prosecution, they would not object. 

Mr. Caupir. Well, sir, we did not recommend against prosecution. 
I know IT didn’t. 

Mr. DeWixp. And Mr. Rothwacks said, “That represents the 
understanding.” 

Mr. Cavcpie. Well, Mr. Rothwacks didn't reeall it the other day 
when he was up here, sir. 

Mr. DeWinp. Well, that is not the significant point. The point is 
we now have contemporaneous records that were made at the time. 

Mr. Cavpie. The point is if it was, it did not reflect my judgment. 
That is one thing sure and certain. It didn't reflect my judgment. 

Mr. DeWixp. How often did you hear from Mr. Knohl about this 

case in the early part of 1950 ¢ 

Mr. Cavpie. Mr. Knohl talked to me about that case one time. 

Mr. DeWinp. And one time only ¢ 
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Mr. Caupie. One time. He talked to me about that case one time 
in my office. 

Mr. DeWixp. Did Mr. Knohl make telephone calls to you? 

Mr. Caupte. Mr. Knoll has made telephone calls to me, but he never 
has mentioned this case, never. 

Mr. DeWinxp. What did he call you about ? 

Mr. Cavupie. I do not remember, Mr. DeWind. Probably two or 
three calls in 2 or 3 months. 

Mr. DeWinp. Well, what did he call about ? 

Mr. Cavupie. I do not remember, sir. 

Mr. DeWinp. When did these calls take place ‘ 

Mr. Caupie. I do not know, sir. 

Mr. DeWinv. Well, now, in April, May, and June—just a minute. 
In April, May, and June of 1950, that is, 4 or 5 months before the 
commission, or 3 or 4 months before the commission, April, May, and 
June of 1950, did Mr. Knohl call vou constantly ¢ 

Mr. Caupur. No, sir. 

Mr. DeWinxp. Did he make a number of calls to you then ¢ 

Mr. Caupie. I do not remember but one enll that Mr. Knohl mace, 
sometime, about this man. He was afraid this man was going to die, 
and he said a 

Mr. DeWinxp. Who’ Mr. Aaron / 

Mr. Cavoitre. Mr. Aaron. And he said that he had heard that Tur 
ner Smith had made a speech at Notre Dame setting forth the health 
policies of the Department of Justice, and that he wanted to send the 
doctor's certificate down with the attorney so they could be considered, 
And I advised him that it would have to be sent over to the Bureau 
ind the Public Health Service would have to pass Upon it, and the 
enly eood that would do would he to just assist the judge who would 
have to pass upon that decision, And when that was done, if I re 
member, from what you told me the other day, it was reported by the 
Penal Division to the regional counsel's office in New York, and Mr. 
Saypol called me on the telephone and stated that he would handle his 
own health policy and that the judge would pass upon the health of 
this man. And there is a memorandum, if T remember, a memoran 
dum there, in which T said I told—I believe you read that I teld Mr. 
Savpol that T was loathe to interfere with this matter, or something to 
that effect. Andthat isthe truth. That whole matter was before the 
‘court. "The court had passed on it and denied the findings of that doe- 
tor there. 

Mr. DeWrxp. Now, you say that Mr. Knohl called you on just that 
one oceasion / 

Mr. Cavpie. I do know that he called me one time, in my best reco! 
lection. That is the only two times the man ever discussed the case 
with me, sir. 

Mr. DeWrxp. And one time on the telephone and once in your office ? 

Mr. Cavupir. Yes, sir. 

Mr. DeWixp. Now, if he called you on other occasions, as he ap- 
parently did, what did he call you about ¢ 

Mr. Cavnrie. I do not remember, Mr. DeWind. 

Mr. DeWinp. But vou do remember getting the calls? 

Mr. Cavore. Ido remember he called me two or three times, I think. 
I do not know. T never did see the memorandum. 

Mr. De Winn. What in heaven's name would he call vou about ? 
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Mr. Caupie. I have no idea. Maybe he liked me. I don’t know. 

Mr. DeWrnp. Well, maybe he did. But what did he say when he 
called you? Not just “I like you.” 

Mr. Caupte. I don’t know, sir. I don’t remember the man calling 
me up, sir. I have some vague recollection other times, but I can't 
remember back here more than a year ago about a telephone call, to 
save my life. 

Mr. DeWixp. Well, now, has Mr. Knohl ever written vou any let- 
ters / 

Mr. Caupie. No, sir. 

Mr. ])t WIND. You have never received n letter from him ¢ 

Mr. Cavcpire. Never received a letter from Mr. Knohl that T can 
remember. 

Mr. DeWtnp. Either personal or official 4 

Mr. Caupuir. Personal or official. His attorneys came in to see Us 
often about the case. And TI remember every time the attorney came 
in to see me, TL told him LT couldn't see how on earth he could afford 
to try that cnuse, because ] couldn't see how they could resist a convic- 
tion, and they onght to plead guilty: every single time they talked to 
me. And since IT told) them the strange things about these amend- 
ments—about the alleged agreement between me and Mr. Oliphant. 
Because IT never cid agree to it, wouldn't agree to it. 

Mr. DeWinxp. Now, vou remember when we were talking about 
the Ripps-Mitehell case that Mr. John Mitehell had two memoranda 
of conversations he had had with Mr. Turner Smith. in which Mr. 
Turner Smith said that he had the distinet impression that vou did 
not want that case prosecuted ¢ 

Mr. Cavour. Yes, but TP tell von, Mr. Turner Smith had a dis- 
tinethy wrong impression. 

Mr. DeWiwnp. And now we have Mr. Rothwacks and Mr. ‘Turner 
Snoith, vetting a wrong pression, 

Mr. Catpore. That just shows vou how they can be wrong, because 
Mr. Smith ought to have known- Mr. Riles Campbell Wits up here. | 
think he testified before you gentlemen. L dont know. But when 
Mr. Mitchell sent mea memorandum saving that he ana Mr. Hi}! and 
Mr. Ledbetter and Mr. MeNatt and Mr. Coe, all five. unanimously 
recommended the case be not prosecuted and settled pom aeny 1] basis, | 
was the one who kept up with the case with the Bureau, called up Mr. 
Riles Campbell several times. He said he was going to bring his men 
from. out in the Held and see what in the world Was Wrong with the 
ease. Six or seven men had approved the case. And L begged him 
to return the case to the Department of Justice as quickly as he could 
do, sir. 

Mr. DeWinxp. Apparently vour conviction about these cases was 
that vou could never get into the cases vourself and make up your 
own mind, is that it ? 

Mr. Cavupir. Yes, sir, P could make wp my mind, 

Mr. Di WINp. Why didn’t you do it on that case / 

Mr. Caupuer. I did do it. Did you read the letter that Mr. Mitchell 
wrote, himself, anal signed mV lade to it. closing out the Ripps- 
Mitchell case? Did vou read that letter, Mr. DeWind ? 

Mr. DeWinp. Yes. Mr. Mitehell testified that he agreed at the 
outset that there was no case there. 

Mr. Cavunur. Ah-hah 
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Mr. DeWinp. But it was afterward, 6 months or so afterward, when 
he undertook to change his mind and try and present the case that 
you seemed to become so irritated about it. 

Mr. Caupie. He changed his mind when Mr. Drew Pearson had an 
investigator to go down there to Mobile and find out all the rife and 
the stink that was coming from this case. And when they wrote that 
article, that is when Mr. Mitchell changed his mind. 

Mr. DeWinp. Don't you know that the Bureau of Internal Revenue 
referred the case back to the Department of Justice, the file arriving 
in the Department of Justice on November 30, which was long prior 
to the time when Mr. Drew Pearson came anywhere near ¢ 

Mr. Cavpzie. If that is so, we did not hear one murmur from Mr. 
Mitchell, not a murmur. Not a murmur. 

Mr. DeWinp. But when the matter did come up, and it was a mat- 
ter of changing that earlier decision, that is when you seemed to find 
it hard to change your mind. 

Mr. Caupie. How’s that ¢ 

Mr. DeWinp. That is when it seemed difficult for you to go ahead 
and say, “Let’s prosecute.” At least Mr. Turner Smith got that im- 
pression. Let’s put it that way. 

Mr. Caupie. Well, now, I want you to know this, that Mr. Turner 
Smith’s impression was wrong. His impression was wrong. Mr. 
Smith did not know that I had several conversations with Mr. Riley 
Campbell. 

Mr. DeWr1np. Some 6 months earlier. 

Mr. Caupite. Whenever it was. Everybody recommended not to 
prosecute, every single one. All the Bureau men, the district attorney, 
and the man I sent down there, recommended no prosecution. And 
yet you won't give me any credit at all for trying to push the case and 
prosecute it. 

Mr. DeWinp. Well, vou will recall that there was nothing in that 
file showing that you urged prosecution of that case. 

Mr. Cavpie. Well, I tell you one thing. IL urged it orally. I urged 
it orally. 

Mr. DeWtnp. I will agree that it would be a very good thing in 
the me, sparen of Justice to make records of what is urged. 

Mr. Cavpte. Mr. DeWind. I will tell you. When these cases are 
handed to the attorney, they have time to make the memorandums. 
But the man who runs that division, with all the pressure on him, with 
the door being opened every time it closes, and everybody coming in 
wanting something, and you can’t give him something—every time the 
door opens, When you go out for lunch, you find 15 or 20 files on your 

desk, and your secretaries are groaning because they have to work 
h: irder—bringing them in by the armloads—and you have time to write 
these person: al memorandums? When you tell these men something 
to do, you expect them to do it. 

Mr. Byrnes. Is that the efficiency and the smoothness that you re 
ferred to this morning ? 

Mr. Cavpie. That is an unusual situation, Congressman, that the 
office gets into pretty often. 

Mr. Byrnes. I thought you were explaining to Mr. DeWind that 
that was the usual state of affairs, and that is why you never could 
write any memorandums. 
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Mr. Caupte. I tell you, I have written a lot of memorandums, just 
scores and scores and scores of memorandums. But about the Ripps- 
Mitchell case, I had many conversations. I had many conversations 
with Mr. Mitchell about it, after he had written this prosecution 
memorandum. Then he convinced me, talked to me and said that 
he had not any case to send out, 

Mr. Byrnes. Well, if you were so convinced and so insistent that 
this case had to be prosecuted, and nobody else seemed to agree with 
you, why did you not make a memorandum to that effect and put it 
in the file, insisting upon prosecution ¢ 

Mr. Cavupie. Well. if you will look at the memorandum, if you will 
look at the memorandum that Mr. Mitchell signed, where he and 
everybody unanimously recommended no prosecution—— 

Mr. Byrnes. He has admitted that. 

Mr. Caupte. Ah-hah. That's right. And then down at the bottom 
you will see a memorandum that I wrote out in longhand, that 1 had 
talked with Mr. Riley Campbell about the case and sent it over to the 
Bureau for their suggestion, and Mr. Mitchell closed the case out in 
the letter. He closed it. He wrote the letter and signed my name on it. 
I never saw the letter until the thing finally got over there. 

Mr. Byrnes. But you have been testifying to your oral orders su 
sequent to that time. 

Mr. Cavupie. Yes, sir. 

Mr. Byrnes. Where you were insistent that that case be prosecuted— 
now, why is it that nothing appears in the file? Was that just an 
awfully busy period over there in the Bureau, so that you did not 
have time? 

Mr. Caupie. Mr. Byrnes, it may be. It may have been. But I will 
tell you, when your lawyers are coming in the door one time after 
another, and sometimes calling up for appointments, and you can't 
see them until 2 or 3 days later— 

Mr. Byrnes. But you just said now, that that was an unusual 
situation. 

Mr. Cavupte. It was an unusual situation. 

Mr. Byrnes. Did you not have any normal period during the time 
that this Mitchell case was not being prosecuted but you were insisting 
that it be prosecuted ¢ 

Mr. Cavupier. Yes, sir, IT wanted the case prosecuted. Let me tell 
you something. Mr. Mitchell, if I remember—if I remember: and I 
don’t have any files before me. And this has been a long time ago. 
And you have to be charitable with me when it comes to my recollection 
and memory. When Mr. DeWind laid so much stress upon a memo- 
randum that Mr. Mitchell had prepared recommending prosecution, 
Mr. Mitchell talking to me several times was trying to convince me 
that we didn’t have evidence sufficient to send to the grand jury. IL 
didn’t question the young man. I did not question his sincerity about 
the thing. 

Mr. Byrnes. That was before certain evidence turned up, though, 
was it not? 

Mr. Cavupte. Yes, sir, but that is exactly the time I sent the case 
down to Birmingham and told him that file had to be gotten out of 
that building and into the hands of the United States attorney. 

And I was the one that caused it going down there. 
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I was the one who set up the conference and called Mr. Hill for a 
conference. 

Mr. Byrnes. There is nothing in the file to show that, is there? 

Mr. Cavupte. Well, sir, nothing i in the file to show it, but God knows 
itisthe truth. Yes,sir. They went down there and ¢ called me on the 
telephone. Mr. Hill called me on the phone, and Mr. Mitchell called 
me on the phone, both of them. 

Mr. DeWtixp. Mr. Caudle, are you not referring to the occasion 
when you sent that case out after Mitchell had ree ommended prosecu- 
tion’ You sent the case down to Mr. Hill, with the suggestion that 
he look it over and see if he thought prosecution would be feasible? 

Mr. Caupie. No. 

Mr. DeWinp. We got this far with you the other day: You said, 
“Well, Mr. Hill wasn’t prosecution-minded, I'll tell you that.” 

Mr. Caupie. I think John Hill is an honorable gentleman; no ques- 
tion about it, but I must say that I do not think he ‘had the prosecution 
complex. 

Mr. DeWtnp. Is that the way you thought you could get the case 
prosecuted, not to send it out to ask prosecution, but to ask John Hill, 
whe was against prosecution, what he thought ? 

Mr. Cacpie. No, Mr. DeWind. Tam under a terrible disadvantage 
here, because vou ask about one of a hundred cases. I do not even have 
the file in my hands. The only time I saw the file the other day was 
when you loaned it to me for just a few minutes. But I remember 
so well about this case. I remember that Mr. Mitchell did not feel we 
lad evidence to send out and that I insisted that case be sent down to 
the United States attorney. 

Mr. DeWinxp. When did you last see that file? 

Mr. Caupte. I saw that file probably before your executive session 
began over here. 

Mr. DeWinv. You mean that you have seen that file within a week 
or two?! 

Mr. Caupie. My soul, I have been coming up here about 414 weeks, 
haven't I 

Mr. DeWinp. You saw that file after we first discussed the Ripps- 
Mitchell case ¢ 

Mr. Cacpie. No, sir: I do not think so. 

Mr. DeWixp. Was that before we discussed it ? 

Mr. Cavpite. Mr. DeWind, I got a glimpse of that file for a few 
minutes one day in the office, about 4 weeks ago, and then a Mr. 
Mitchell sent for the file, and he wanted to see the file. Then the file 
went down to his office for him to review. Then I don’t: remember 
that I saw the file any more, sir. But I tell you. I was so bent on 
prosecuting that case—and, Mr. Chairman, I called up Mr. Linden in 
your absence the other day, sir, and because of the fact that Mr. Drew 
Pearson had worked on this case, had sent down an investigator, and 
Mr. Pearson told me that he would be glad to come up here and testify 
wbout the case, that he would be glad to do so, because that would clear 
up this hiatus in there, where they say I didn’t want to do it, when I 
was the one who was pushing the thing all the time. 

Congressman Boykin was calling me and said they were about to 
jump out of the window. I was telling him we were going to push 
that case and push it down in his home town. in Mobile. He said, “Do 
your duty, if vou see it that way,” and I told him I saw it that way. 
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Il talked to Mr. Mitchell before he left my office. The last thing I 
said to him, I said, This thing here has more odors than you can think 
of. Everybody on the street down in Mobile believes the case is going 
to be fixed, and not prosecuted,” and I said, “Please go down to Mobile 
and go through Birmingham, and if Mr. John Hill will not agree to 
cooperate with you and present the case to the grand jury, then go on 
down to Mobile and present it there, under the statute of aiding and 
assisting in the filing of a false return.” 

And that is where they went and presented it to the grand jury. 
You know the story about indicting two wives, two women, and dis- 
inissing the women and the men pleaded guilty and got long sentences, 
and one of the women took a pistol and blew the top of her head off. 

Mr. DeWinp. Mr. Caudle, you have brought up the name of Mr. 
Pearson here. Did you hear Mr. Pearson’s report of last night ¢ 

Mr. Caupir. Yes: | heard that. 

Mr. DeWtxp. What do vou say about that / 

Mr. Cavupie. What part of it do vou mean / 

Mr. DeWixp. That was the report that you had sold Larry Knohl 
10 tables at $1,000 apiece. 

Mr. Cavupir. No, sir: that is the wrong thing. I never sold Mr. 
Knohl a table. Mr. Knohl probably bought some tables and wanted 
to give me credit for it. There was a big drive in New York for that 
dinner. I was up in New York at that time, made a talk to some of 
the men, told them the Democratic Party did a great deal for them, 
told them they ought to support the Democratic Party and buy tickets 
to the dinner. 

The only thing I heard about that was that Mr. Knohl and a lot of 
friends had bought some tables. and | got the eredit for it. That was 
all right. I didn’t ask for any eredit. IT made no effort about the 
thing. 

Mr. DeWixv. Why do vou think that Mr. Knohl would want to give 
you credit / 

Mr. Cavupie. I don't know, Mr. DeWind. He probably gave several 
of us credit for the same amount. 

Mr. DeWinp. | beg your pardon / 

Mr. Caupte. I will have to talk to the Democratic Committee. l 
don't know whiy he wanted to vive me eredit for it. | know that he 
as been active in polities in New York. 

Mr. DeWinxp. Mr. Knohl apparently felt you should get eredit for 
~ome SLOOOO, 

Mr. Caupie. I don't know what he did. [don’t know: just what I 
heard on the radio laSt night. 

Mr. DeWinp. You heard it before. I judge ? 

Mr. Caupie. Sir? 

Mr. De WInp. You had heard it before / 

Mr. Cavupie. I heard back there during that campaign, a lot of 
people—I know that Congressman Boykin got up some tables, and 
wanted me to help him, and there were ether friends of mine who did 
the same thing. That is the way they did. They raised money for 
these dinners. Congressmen, and then they gave somebody credit for 
t. I didn’t do anything about getting them up and pushing them. 

Mr. DeWinp. You are saving that Mr. Pearson's statement about 
the matter is not accurate / 
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Mr. Caupte. Well now, Mr. DeWind, I really don’t know, sir; for a 
fact, 1 don’t know. I just really don’t know. I know this, the dinner 
was at the Waldorf Hotel and everybody from here to Georgia was 
there. 

Mr. DeWinp. Can you here now, today, without involving your 
memory, tell whether that statement is right or wrong? 

Mr. Caupter. I can’t tell about a statement like that, whether Mr. 
Knohl gave me credit for it, wanted me to have it or not. There was 
certainly no money coming to me. It was going to the Democratic 
Committee. The man may have been inspired by a talk I made up 
there toa group of them; I don’t know, sir. 

Mr. DeWinxp. You say this was in the 1950 campaign; is that 
right ¢ 

Mr. Cavupie. Ido not remember when it was, Mr. DeWind. I don’t 
remember, sir. They have held a dinner up there every year. They 
bun everybody crazy. 

Mr. DeWixp. You remember the Aaron-Freidus trial began just 
after the election in 1950 ¢ 

Mr. Cavupie. It began on October 9, 1950, 

Mr. DeWinp. October 9; that is correct. Now when did you get 
credit for this contribution ¢ 

Mr. Cavpie. I do not know, Mr. DeWind, whether I actually got 
credit for it. I don’t know. I will have to consult the Democratic 
Committee. 

To be sure, you wouldn't hold it against me if someone gave me 
credit for something because I didn't deserve it, but I couldn't afford 
to get out here and raise money for these things. I got through a 
drive out in San Francisco. 

Mr. Byrnes. Did they ask you to spend a lot of time on those 
drives ¢ 

Mr. Caupie. No, sir. 

Mr. Byrnes. You said they almost drove you crazy. 

Mr. Cavupte. I didn’t mean almost drove me crazy, but they put a 
drive on, Congressman, and they are after everybody to buy tickets. 

Mr. Byrnes. Are they after you to sell them, too? 

Mr. Caupur. No, sir. 

Mr. Byrnes. Did they not ask you to buy them ¢ 

Mr. Caupie. Ask you to buy them, call up friends, and all chip in 
and buy a table. 

Mr. Byrnes. Who puts the heat on you for that, the national com 
mittee ¢ 

Mr. Caupie. No, sir: the national committee calls you about it, to 
see what you can do to help out, but they never put any heat on. 

Mr. Byrnes. They do not make life uncomfortable for you? 

Mr. Caupie. No, sir. 

Mr. Byrnes. That is one group that does not, then ? 

Mr. Caupie. Sir? 

Mr. Byrnes. That is one group that does not make it uncomfortable / 

Mr. Caupie. Well, I must say about the Democratic National Com- 
mittee, they certainly have not bothered me about cases pending. They 
have been wary of having anything to do with me there. 

Mr. Byrnes. Who would call you, for instance, on these tickets? 

Mr. Cavupie. I don’t know, sir. It would be all who would be in 
charge of the dinner. 
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Mr. Byrnes. Do you remember any particular one ¢ 

Mr. Caupie. No, sir; I don’t remember any right now. It looked 
like to me everybody was calling to help out. You have a chairman 
of the dinner and under the chairman you have a group of people who 
are working together, you know, for the dinner, and they contact you. 

Mr. Byrnes. Not just one contacts you ¢ 

Mr. Caup.e. No, sir: not just one; several of them get after you 
about them. 

Mr. Byrnes. It was not just a mere telephone call / 

Mr. Caupte. No, sir. 

Mr. Byrnes. They put on a little more pressure than that ¢ 

Mr. Caupie. They remind you several times. 

Mr. Byrnes. They do not ever let you forget ¢ 

Mr. Cavup.e. No, sir. 

Mr. Byrnes. There are a few questions. Mr. Caudle, I would like 
to inquire about in order to make the record complete. 

It is my understanding from reading newspaper reports that you 
were asked to resign. 

Mr. Caupie. Yes, sir: | was requested to resign. 

Mr. Byrnes. Who made that request of you‘ 

Mr. Caupte. That request was communicated to me by the Attorney 
General. Twas at my home. I got a call from Mr. Banning to come 
down to the Department. I was up there working on what you all 
were after me about down here. He said that the President had re- 
quested my resignation. I had about 30 minutes’ notice, so I gave it 
immediately. 

Mr. Byrnes. Did vou talk to the Attorney General at that time? 

Mr. Caupte. Yes, sir. 

Mr. Byrnes. Personally ? 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. It was not a telephone conversation / 

Mr. Caupie. No, sir. 1 was in his office. 

Mr. Byrnes. You were in his office 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. Did he tell you why you were being asked to resign ? 

Mr. Caupte. No, sir: he did not. 

Mr. Byrnes. You were not at that time given any bill of partie 
ulars ¢ 

Mr. Cavupie. No, sir. 

Mr. Byrnes. Have you been given any since / 

Mr. Caupte. No, sir. 

Mr. Byrnes. What was the reason that they gave at the time? 

Mr. Caupie. There was no reason given to me, Mr. Byrnes; none 
were given to me. 

Mr. Byrnes. Did the Attorney General give you any reason, or 
what he thought were the reasons / 

Mr. Caupie. No, sir. I talked to him. IT asked him what in the 
world had I done? I had the cleanest Division. Every file that 1 
had in the Division, and every decision that had been made, I was 
proud of. We were all proud of it; we had been working as long 
as we had been there, under tremendous caution, so that no one could 
attack us, as we were prepared to take those files—and I would be de- 
lighted for the committee to see every file; let the public see them, 
as far as I am concerned. 
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Mr. Byrnes. You did ask him why he was requesting your resig- 
nation ? 

Mr. Caupue. Yes, sir. 

Mr. Byrnes. What did he answer? 

Mr. Caupie. Well, he didn’t give any answer for it, Mr. Byrnes. 
I was so upset, and I knew that the President had requested my resig- 
nation; so, there was nothing more that I could do. I knew that in 
just a few minutes’ time it would be on the ticker; and I told the 
Attorney General that, if he would excuse me, I would like to go home 
and be with Mrs. Caudle. 

I went home, and I never have seen such an avalanche of photog- 
raphers and reporters in all the days of my life that hit my house at 
one time, just like a cloudburst. 

Mr. Byrnes. Have you subsequent to that visit to Mr. McGrath 
asked him or anyone else as to what the reasons were ¢ 

Mr. Caupie. No, sir; I have not seen Mr. McGrath in person, nor 
have I talked to him on the telephone since that time, 

Mr. Byrnes. From that time until now, you still have not received 
any bill of particulars as to why your resignation was asked ¢ 

Mr. Caupir. No, sir: I haven't. 

Mr. Byrnes. Is that the usual situation in a department or in the 
Government ¢ 

Mr. Cavour. Mr. Byrnes, 1 don’t know. It is the first time I have 
ever been fired. I don’t know. 

Mr. Byrnes. You have had other people down there, 1 suspeet, in 
the Department, or in the Division, whose resignations have been re- 
quested: have you not ¢ 

Mr. Cavupie. No, sir; I do not believe that 1 have ever requested 
the resignation of anyone in my Division at any time. What you 
do when you have something that goes along, where you can’t get 
along. or they are not satisfied with the work, you try to effect a trans- 
fer forthem. And, you see, on that credit rating—this comes up every 
once in a while, on eredit ratings, where an attorney complains and 
says he ought to have a very good rating or he ought to have an ex- 
cellent rating and got a good rating—good, that is about third class 
well, he can take issue with that and go before the Civil Service 
(Commission. 

Mr. Byrnes. I am talking about cases, though, where a man is 
discharged, or his resignation is requested, or severance from the 
service is requested. Have you had any cases in your Division ? 

Mr. Caupte. No, sir; none that I know of. 

Mr. Byrnes. Not in the Tax Division, nor in the Criminal D:- 
vision ¢ 

Mr. Cavpie. None that 1 know of. The only case T recall is Nor- 
man Uttell. I think his resignation was requested for alleged in- 
subordination to the Attorney General. 

Mr. Byrnes. In that case, was there a bill of particulars given 
to him? 

Mr. Caupie. Insubordination was the reason given for it. I read 
that in the press. I was in North Carolina then. 

Mr. Byrnes. All Mr. MeGrath told you was that the President had 
contacted him and asked him to secure from you your resignation ? 

Mr. Caupie. Yes, sir. 

Mr. Byrnes. That was all? 
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Mr. Cavupte. Yes, sir; that was all. Mr. McGrath said he would 
try to help me but he couldn’t. I think he said that. 

‘I tell you, when the news came to me, Mr. Byrnes, I was so shocked 
that I can hardly remember any of the conversation that took place 
in the Attorney General's office. I was just simply lifted off my feet, 
shocked to death, and I haven't gotten over it yet. 

Mr. Byrnes. That is all, Mr. Chairman. 

Mr. DeWinp. That is all I have, Mr. Chairman. 

Chairman Kine. Mr. Caudle, I at least am well aware of the strain 
you have been under these past weeks, and this hearing tonight brings 
to a close your testimony on your activities while Assistant Attorne Vv 
General of the United States. 

Whatever conclusion the subcommittee may ultimately reach on 
these activities must await the filing of the committee report. I co 
believe, however, that a fair-minded person, hearing all of the testi- 
mony, could hardly escape the conclusion that vou, an occupant of 
one of the highest offices in the Government, were guilty at least 
of such indiscretions as to constitute a breach of your public trust. 

It seems to me that a person in the position which you held must 
not only possess ability, judgment, and integrity, he must in addi 
tion, somewhat like a member of the judiciary, choose his associates 
pattern his behavior, so as not to raise any reasonable doubt about his 
honesty and integrity. 

That you have utterly failed in this essential respect appears to 
me to be unmistakable. from all of the evidence now before the 
committee. 

Unintentional as it may have been on your part, Mr. Caudle, the 
damage you have done to your Government will take a long time to 


repair 

Sanaa Rurke said once—in connection with not a related matter, 
at least—that, when bad men combine, good men must associate them 
selves. And again I will say, as unintentional as it may have been, you 
allowed men who at least had nothing but a self-serving interest to 
combine and take advantage of you and, in turn, took serious advan 
tage of the proper administration of a most important section of the 
Government, of which you were the head. 

That is all. 

Mr. Caupie. Mr. King, I have been under such strain, without sec- 
retarial help—did vou promise me or did the committee promise me 
that I could file a statement to become a part of the record / 

Chairman Kine. You may, Mr. Caudle. 

Mr. Cavup.e. I would appreciate your letting me do that, sir 

Chairman Kine. I will allow you that privilege. 

Mr. Cavupie. I want you to know, Mr. King. not a single case has 
heen questioned in this matter here. Everybody has been prosecuted 
that ought to be proseented. I may have been guilty of some indiscre- 
tions, which hindsight would not let happen again, but T tell you this, 
sir: I have not done a dishonest thing, I have been proud of the record 
that Ihave. I have been very much embarrassed about this. I want 
vou to know that, sir. 

I appreciate the courtesy that you gentlemen have extended to 
me here. T do say that I think Mr. DeWind has more stamina than 
any lawyer that IT have ever known. And, Mr. Chairman, vou all 
have been courteous to me. ) 
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I do want to say this: If there is a fat man in this building who 
has net the character to live up to a diet, and to reduce, if he wants 
a sure remedy to reduce, just come before the King committee. 

Chairman Kine. I hope, Mr. Caudle, that you will rest and get 
feeling better. 

I realize that this has been a strain. I hope that you will not 
take to heart too personally the things [I have said. I merely felt 
duty-bound to make the observation I did. 

Mr. Cavpore. That is all right, Mr. Chairman. 

Chairman Kine. I might at this point state—and I have told one 
or two of your friends—that I have never felt that there has been 
anything venal in your duties, as they have been performed. 

Going back to my statement, I will have to stand on it. 

Mr. Caupte. Thank you, sir. You have a big heart, Mr. Chairman. 

Coming from a community where everybody keeps up with every- 
body, everybody in the State, when you meet someone else, “Whom 
do you know ?” is the second question. 

I have been brought up in a most democratic home, wonderful 
parents. I have four of the loveliest children that God could give 
a parent or father. 

I have not changed any of the ways that T had in my county home. 
I have not changed any of the ways that I had when I was United 
States attorney—and I know I made a remarkable record. 

And, Mr. Byrnes, you asked me—you remember you were talking 
about the tax cases—whether or not I was trying the tax cases when 
I was United States attorney. All the time I thought vou were refer- 
ring to fraud cases, which we never did. But I do want you to know 
that we tried scores and scores and scores of civil actions, successfully 
prosecuted for the Government on the civil side of the ledger of tax 
appeals. I was confused that day when you asked me that question. 

Mr. King. when can I file this statement? Within what limited 
time / 

Chairman Kine. Any time, Mr. Caudle. Take your time about it. 

Mr. Caupie. Thank you, sir, and good night to you. 

Chairman Kine. The subcommittee will adjourn until 10:30 to- 
morrow morning. 

(Whereupon, at 9:10 p. m., the subcommittee recessed until 10:30 
a.m. Tuesday, December 11, 1951.) 
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TUESDAY, DECEMBER 11, 1951 


House or Represenvrarives. 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revence Laws or rur ComMirrer oN Ways anp MEANS, 
Washington, D.C. 

The subcommittee met at 10:45 a. m., pursuant to recess, in the 
main hearing room of the Committee on Ways and Means. New 
House Office Building, Hon. Cecil R. King (chairman of the subcom 
mittee) presiding. 

Present ; Representatives King. O'Brien. Keogh, Kean. and 13\ rhes. 

Present also: Representative Woodruff. 

Comittee statl present : Adrian W. DeWind, chief counsel to the 
subcommittee; Bruno Schachner, special counsel: Donald Schapiro, 
assistant counsel: John E. Tobin. assistant counsel; Charles W. 
Davis, clerk: S. Keith Linden. administrative assistant to Chairman 
King: and William A. Silk. 

Chairman King. The subcommittee will come to order. 

Mr. Attorney General, as vou know, this committee has been going 
into all phases of the administration of the internal revenue laws 
In recent weeks we have found in the Tax Section of the Depart- 
ment of Justice conditions that we know vou are fully aware of. It 
has not been a pleasant task and it has been felt by the committee 
that no one less than vourself should give the committee the benefit 
of vour thinking and experience with the situation the committee 
has found in the Tax Section. 

Would you mind, Mr. Attorney General. describing how the top 
oflicials of the Department of Justice are selected / 


TESTIMONY OF HON. J. HOWARD McGRATH, ATTORNEY GENERAL 
OF THE UNITED STATES; ACCOMPANIED BY PHILIP B. PERLMAN, 
SOLICITOR GENERAL; JOSEPH C. DUGGAN, ASSISTANT ATTORNEY 
GENERAL; AND MEYER ROTHWACKS, CHIEF, CRIMINAL SECTION, 
TAX DIVISION 


Attorney General McGraru. T shall be glad to do that, Mr. Chair- 
man. IT take it by the top officials you mean the Assistant Attorneys 
General ? 

Chairman Kine. That is correct. 

Attorney General MeGraru. They are recommended for appoint- 
ment to the President by the Attorney General. The Attorney 
General, in turn, receives his recommendations from Members of 
Congress, primarily from Senators from the various States. 
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An effort is made to distribute representation among the Assistant 
Attorneys General throughout the United States. That is to say that 
an effort is made to see to it that the various Assistant Attorneys 
General do not all come from the same section of the United States. 

A further effort is made og ees men for these appointments who 
have some familiarity with Federal practice, and it has been found 
over the years that the best school for this purpose and the place to 
which we look in the first instance is to the in of the United States 
attorneys. There are presently throughout the United States and in 
our possessions outside of the continental United States 95 United 
States attorneys’ offices. The men for the most part have experience in 
practically every phase of the Federal practice, more so than almost 
any other practitioners before the Federal bar, because practice before 
the Federal bar is largely a specialized practice. We have admiralty 
lawyers, we have tax lawyers, and we have lawyers in other specialized 
fields, but the United States attorneys by and large have to engage in 
practically every field. So it has been found throughout the years that 
they do make an excellent group out of which to choose. 

It seems to have grown up as a custom in the United States that a 
logical step from being United States attorney was to move on up 
within the Department. I believe it is for that reason that in many 
instances the recommendations that come to us from the Senators from 
the States are following out the custom of promotion from within. 

I may say at this point, Mr. Chairman and members of the commit- 
tee, that since IT have been Attorney General of the United States I 
have strictly followed the policy of promotion from within. I have 
not at any time gone outside of the Department of Justice itself to 
make a promotion to a position as Assistant Attorney General, nor to 
the heads of the several bureaus that we have, such as the Bureau of 
Prisons, Immigration and Naturalization Service, and the Federal 
Bureau of Investigation. We regard those positions as being of 
equal standing with the Assistant Attorney General. 

I have had occasion since becoming Attorney General to name a 
Commissioner of Immigration and Naturalization. I named for the 
first time in our history a career man from that service to that position. 

I have not had occasion to fill the position of Director of the Bureau 
of Prisons. The present Director has held that position for a long 
period of time, as well as has the Director of the Federal Bureau of 
Investigation. 

The other appointments I have made as Assistants to the Attorney 
General or Assistant Attorneys General have all been promotions from 
the ranks. 

Chairman Kine. Mr. Attorney General, what investigation is made 
of the Assistant Attorneys General upon their selection and appoint- 
ment ¢ 

Attorney General McGraru. The normal course, Mr. Chairman and 
members of the committee, would be for the Attorney General to re- 
quest the FBI to bring the applicant’s FBI personal file up to date. 
If we are appointing somebody that has not previously been inves- 
tigated by the FBI, then a complete investigation is made of his back- 
ground, education, experience, and any other matters that may tend 
to reflect upon his character, integrity, and ability. 

If we are promoting from within the Department we already have 
a file brought up to the date of his last appointment and the request 
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then is to bring that file up to date. When that is presented to the 
Atorney General, he takes into consideration the recommendations 
that have been made on behalf of the candidate. His effort is always, 
of course, to try to oblige the particular Senator that may be advo- 
cating an appointee, and having weighed the sectional problems that 
I speak of. eventually he determines to make a particular recommen- 
dation to the President. 

Sometimes the President himself expresses an interest in a particu- 
lar candidate and then it becomes the duty of the Attorney General 
merely to determine whether there is anything in the record of that 
individual that he should advise the President of before the President 
goes forward in making an appointment. This has not happened 
with respect to any Assistant Attorney General. It does happen 
occasionally with other appointments, judicial appointments particu- 
larly, where the President may have some particular candidate in 
mind: he would ask us to make the proper investigation and advise 
him whether or not it is a proper appointment. 

Chairman Kine. Having been a Member of the Senate, General 
McGrath, what investigation does the appropriate committee of the 
Senate, in this case the Judiciary Committee, make in connection with 
nominations of Assistant Attorneys General submitted to them ? 

Attorney General McGraru. I would say from my own experience 
that the Judiciary Committee of the Senate makes a rather thorough 
investigation of nominees for Assistant Attorney General. I believe 
that committee regards them as next in importance to judicial appoint- 
ments. I know that was so when I served as a member of the Judi- 
ciary Committee, and since then that the chairman of that committee 
who is the one I have to deal with particularly has shown particular 
concern with the qualifications of the nominees that we have sent up. 

What we do is to furnish to the chairman of the committee with 
respect to this type of appointment and judicial appointments the 
complete FBI file on the individual. That file is not shown to the 
membership of the full committee. It is shown only to the chairman. 
The chairman is at liberty, however, if there is anything in that file 
which indicates to him that he should inform his colleagues about, 
to do so. On the other hand, as happens in most instances, after he 
goes over the file if he himself is satisfied, he is in a position to assure 
his colleagues that there is nothing derogatory in the file and as a 
rule they rely upon his word. In most every instance the nominee is 
called before the committee and personally examined. 

Chairman Kine. Then that in due course goes to the Senate floor ? 

Attorney General McGraru. Usually, Mr. Chairman, there is a sub- 
committee appointed that goes into the qualifications of the nominee. 
It, in turn, reports back to the full committee. The full committee 
votes to report the nomination favorably to the Senate. The nomina- 
tion then goes on the calendar of the Senate and in due course it is 
taken up, usually under the unanimous consent rule. If the nominee 
is not to be confirmed unanimously by the Senate, then some time has 
to be arranged with the leadership so that there will be an oppor- 
tunity to take the matter up on motion and debate it and decide the 
issue. 

Chairman Kine. In the case of Mr. Lamar Caudle, have you ever 
perused the file and have you any knowledge of reports that were ex- 
tant there in connection with his qualifications / 
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Attorney General McGrarn. Mr. Chairman, I did not at any time 
have occasion to appoint Mr. Caudle or to promote Mr. Caudle within 
the Department. When 1 became Attorney General Mr. Caudle was 
already Assistant Attorney General in charge of the Tax Division. 
So until these hearings I had no occasion, nothing ever suggested to 
me that I review the file. T assumed. which I believe I had the right 
to assume, that the reasons for the appointment of Mr. Caudle in the 
first Instance, as well as for the reasons of appointment of other per- 
sonnel of the Department, were valid reasons at the time the ap- 
pointments were made, that they had gone through the legislative 
process of hearings before the committee, had been approved by the 
Senate, so T had no occasion to look at his personal file. 

Since then I have looked at his personal file. I am prepared to 
say to the committee that the file indicates that Mr. Caudle was first 
emploved by the Department as a United States attorney for the 
Western District of North Carolina, this appointment being dated 
February 9 140. That was on the recommendation to President 
Roosevelt of the then Attorney General, now Supreme Court Justice 
Robert Jackson. 

At the time such recommendation was made, information In 
possession of the Department of Justice disclosed that Mr. Caudle 
was held in high esteem by responsible citizens in Wadesboro, N.C. 
He was then serving as solicitor for the Ansom County court, a posi- 
tion which he had held since the inception of that court in 1951. 

A survey of the members of the local bar and judges had resulted 
ina consensus of opinion that Mr. Caudle was regarded as capable, 
honest. anda man deemed to be an excellent choice for the position for 
which he was then under consideration. At that time Mr. Caudle 
was the junior member of the firm of Robinson, Pruett & Caudle of 
Wadesboro, N.C. Tnquiry as to Mr. Candle’s character revealed that 
his honesty and integrity were above reproach. 

Inquiry as to his academic background disclosed that he had at- 
tended Wadesboro High School, and graduated in 1922 with good 
grades, 

Mr. Caudle had no police record in Wadesboro, 

Mr. Byrnes. Did he have any elsewhere ¢ 

Attorney General MceGrarn. No, sir. T made the emphasis in the 
wrong place. | guess. He had no record at all. 

The records at Wake Forest College reflected that Mr. Caudle was 
an average student, received a bachelor of law degree on June 4. 1926. 
Persons immediately connected with Mr. Caudle during the course of 
his collegiate career stated he was a good student with pleasing per- 
sonality, active in school functions, and bore an excellent reputation 
for character and integrity. 

Chairman Kine. What are you reading from now ? 

Attorney General MceGrarn. Tam reading a summary T have made 
from the personne] file of Mr. Caudle in the Department of Justice, 
FBI reports. 

The North Carolina Supreme Court records reflect that Mr. Caudle 
was licensed to practice law in that State in the spring of 1926, 
Reports solicited from several judges of the then Supreme Court of 
North Carolina indicated that Mr. Caudle was favorably considered 
as to his ability and his conduct as a lawyer. 
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The families of both Mr. Caudle and Mrs. Caudle were held in high- 
est esteem throughout the community where they lived in North 
Carolina. 

Persons in the community who were in a position to evaluate Mr. 
Caudle’s cases before the Federal land bank reported that he had 
handled all legal work of the Bank of Ansom County, N. C.. for a 
period of approximately 10 years, in a capable and satisfactory manner 
and each of these persons stated he had a high regard for Mr. Caudle 
in both his personal and professional capacities. 

The investigative report received in the Department, which was 
thorough and exhaustive, was the basis upon which he was recom- 
mended for appointment as United States attorney by Attorney Gen- 
eral Jackson. 

In addition, Mr. Caudle enjoved the endorsement of all the promi- 
nent elected Federal officeholders in his State and community, Recom- 
mendations received from these persons were considered in the De- 
partment of Justice in determining the desirability of his appoint- 
ment. But the basic decision as to whether he would be appointed was 
predicated, [am sure, upon the investigative reports relative to his 
character, his reputation, and to his professional ability. 

There is no information in the file of the Department of Justice 
which states the reason why Mr. Caudle was appointed Assistant 
Attorney General in charge of the Criminal Division in 1945. If I 
may be permitted to so state, however, I assume that this promotion 
was given to Mr. Caudle because of a uniformly good record in con- 
nection with his administration of the diversified legal work in the 
oflice of the United States attorney in western North Carolina. 

Also, I wish to point out that the position of Assistant Attorney 
General is one filled by Presidential nomination and is traditionally 
based on valid constitutional and legal practices and the motives un- 
derlying the actions of the President are not open to question. But 
I have e xpi ained to this committee the process W hich indicates to you 
that the President must place, as he always does, practically full 
reliance upon the recommendation of his Attorney General. The 
Attorney General, in turn, must place full reliance upon the recom- 
mendation of those who feel they have the right, and under our sys- 
tem have had the right, to make these nominations in the first in- 
stance. 

I want to further observe, and I believe the observation is signifi- 
eant, that Mr. Caudle was singled out for the Presidential nomination 
following the recommendations as I have outlined on three different 
occasions, twice by President Roosevelt and once by President Truman. 
Upon each occasion he enjoyed the endorsement of the United States 
Senators from his State. Each time his nomination was under con- 
sideration he was approved by the Senate of the United States. 
Finally, in each of these three instances Mr. Caudle received all of 
the necessary character endorsements that are required for one aspir- 
ing to such an office. 

Mr. Caudle served for approximately 2 years as Assistant Attorney 
General in charge of the Criminal Division and was transferred to 
a similar position by intra-ageney transfer in the Tax Division on 
July 23. 1947. That, Mr. Chairman, was a considerable time prior to 
my coming to the Department of Justice as Attorney General. So 
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that here again I assumed that this transfer was made by my prede- 
cessor because Mr. Caudle had demonstrated sufficient administrative 
ability to conduct and perform the duties of that. office. 

As to why I continued Mr. Caudle in his position as Assistant At- 
torney General after my own appointment as Attorney General, I can 
only state that I assumed the reasons for the original appointment of 
Mr. Caudle were valid and still are valid; there was no evidence avail- 
able to me upon which I could presume to impugn the motives or the 
wisdom of my predecessors. 

In addition, at that time there was no discernible reason why I 
should question either his ability or his character. Until the dis- 
closures concerning his personal life, which have been made in the 
hearings before this committee, I was aware only of the very few in- 
cidents which he had related to me. On the basis of his own dis- 
closures relative to these incidents, I perceived no serious irregularity. 

I wish it distinetly understood by this committee that I hold no 
brief for any indiscretions of which Mr. Caudle may have been guilty. 
Nor do I presume to sit in judgment upon him or upon them. 

Chairman Kine. What supervision is maintained over the con- 
duct of Department officials, particularly the Assistant Attorneys 
General, Mr. McGrath? 

Attorney General McGrarnu. The Attorney General, acting largely 
through the Deputy Attorney General, maintains a constant day-by- 
day contact with each head of a Division which includes the Assistant 
Attorneys General. The Deputy Attorney General’s office is charged 
with the responsibility of coordinating the work of their departments 
with other departments and to keep himself currently informed about 
his cases, the nature and the theory of the cases upon which the Gov- 
ernment is proceeding. That is done in the office of the Deputy At- 
torney General in order that there might be one place in the Depart- 
ment where there could be complete coordination of our efforts and our 
pur OSES, 

The Deputy Attorney General and the Assistant Attorney General 
take up with the Attorney General only those matters on which they 
may have some difference between themselves or on which they may 
feel it is a situation about which inquiry might be made of him and 
about which he should be informed. The Attorney General in the 
Department for the most part is the administrative officer who has 
to concern himself with the financial affairs of the Department, with 
the over-all general policies, of course, with his work in the Cabinet, 
with special assignments that are given to him by the President, and to 
see and discuss with citizens who have business with the Depart- 
ment their problems when they feel that they are not getting satis- 
faction at a level below the Attorney General. 

The Attorney General does not attempt and could not conceivably 
attempt to follow day-by-day cases in the Department. The Attorney 
General probably does not know of the existence of more than a very 
minute percentage of the cases that are in the Department. They 
come to the Department, they are handled, they are concluded with- 
out their ever coming to his attention. 

Now if it were otherwise and the Attorney General attempted to 
inject himself into all of the cases or into major cases of the Depart- 
ment. it could result in nothing but chaos. That is the duty of the 
Assistant Attorney General. He is regarded as having final and 
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complete authority in the field to which he has been assigned, and 
he is not questioned about the exercise of that authority unless some 
evidence of misjudgment or wrongdoing comes to the attention of 
the Deputy Attorney General or the Attorney General. 

We have tried a number of methods in the Department with respect 
to being in complete touch with one another, I recall that when I 
was Solicitor General my predecessor used to hold sort of depart- 
mental meetings and there were departmental lunches at which all 
of the heads of the divisions came together. 

Incidentally, Mr. Chairman, the most important office that we have 
in the Departme nt next to the Attorney General is that of Solicitor 
General, and I should have included that office when I was reciting 
the various divisions of importance. 

We used to come together quite often for lunches. I always had 
the feeling that they were completely unproductive, that they were 
largely a waste of time, that the problems of one Assistant Attorney 
General were of no particular concern to another, and that while he 
might discuss across the dinner table with the Attorney General what 
his immediate problem was, the rest of the men were largely un- 
concerned, 

When I came to the Department of Justice I resolved not to follow 
that practice. Instead, I have followed what I like to call the open- 
door practice. I told every head of a division that no matter who 
was Waiting for me at any time of the day, or night, for that matter, 
whether I am in the office or at home, that no matter what my prior 
engagements were, they had priority. They need not call the office; 
all they needed to do is come and tell my secretary they were next, 
they would be the next one to see me. 

In this manner I think I have brought myself closer to the assistant 
attorneys general and to their problems than would have been possible 
in the so-called town hall meeting type of coordinating our efforts. 

The assistant attorneys general do come to me on occasions, not 
often. Very seldom do they come to me and discuss the case. They 
largely come on their administrative problems and personal problems 
where they are having trouble with personnel. We have in the Depart- 
ment of Justice 31.500 emplovees and they present many problems, 
many that can only be decided by myself, and my time is largely taken 
up with matters of that nature. 

Chairman Kine. What standards, Mr. Attorney General, are set up 
in the Department, standards of conduct, and how are they enforced ¢ 

Attorney General McGrarn. 1 would say, Mr. Chairman, that the 
standard of conduct in the Department is the standard that is expected 
of a member of the legal profession. We have not written out a code 
of ethics for the Department of Justice. We assume that when a 
member of a bar comes to the Department of Justice he will act accord- 
ing to the ethics of the legal profession, and we try to hold them to 
that standard. 

Chairman Kine. What rules are there with respect to outside 
activities, business or otherwise, Mr. Attorney General ¢ 

Attorney General McGrarnu. This matter has often been up for 
consideration. The statutes of the United States by implication, 
almost a direct implication, permit outside activities that do not 
conflict with the duties of the office. I want to emphasize here that 
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there is no general provision against the conduct of private business 
activities by an oflicer of the United States. Of course, this statement 
is subjec t to some except ions. Spec ial statutes prohibit defined activ- 
ities on the part of certain officers. For ex: ample, a statute as revised 
in 1948 prohibits Federal judges from practicing law at all. You will 
tind reference to that statute in 28 United States Code at 454. 

In addition, there are a number of statutes prohibiting specific 
activities by all or most Government emplovees. These relate pri- 
marily to prosecutions of claims against the United States and to 
activities respecting Government contracts. 

And apart from the statutes no public officer can engage in business 
activities that are incompatible with his public duties. 

There are, however, no special prohibitions relating to United States 
attorneys, assistant United States attorneys, and officials and em- 
ployees of the Department of Justice, including assistant attorneys 
general. 

When Congress revised and enacted the Judicial Code in 1948, by 
aet of June 25, 1948, it reenacted certain restrictions on the activities 
of Federal judges, court clerks, and United States marshals. Federal 
judges are still prohibited from practicing law at all. Clerks and 
marshals are prohibited only from practicing law in the Federal courts. 

Congress filed to impose any restrictions on the activities, any 
special restrictions on the activities, of United States attorneys, assist- 
ant United States attorneys, and officers and employees of the Depart - 
ment of Justice. Accordingly. the Department has not prohibited out- 
side business activities not prohibited by statute, but it has always 
expected its officers and jalitladlan to refrain from outside activities 
incompatible with their public duties. 

To this end the Department has issued two departmental orders. By 
Departmental Circular 3,189, dated November 1, 1958, the following is 
provided ° 

Attention is called to the fact that it is considered objectionable for any United 
States attorney, assistant United States attorney, special assistant to the Attorney 
General, or any other attorney in the Justice Department, whether employed on 
fuller part time, to accept employment in any case, civil or criminal, against the 
Government or in which the Government is directly or indirectly interested. This 
rule is applicable even to cases which have no connection with any of the matters 
handled by the attorney in behalf of the Government. 

An additional departmental regulation is contained in title I of see- 
tion 12 of Instructions to United States Attorneys. This states as 
follows: 

(a) While it is not intended to prohibit the acceptance by United States attor- 
neys of private professional engagements not incompatible with their public 
duties, such officials should be present in their present offices allotted to them 
during the regular business office hours of the day to prepare to meet the public 
and to transact official business. 

(b) They should not transact private professional business in their public 
offices. 

(c) They should not use their official titles on private letterheads or profes- 
sional cards. 

(7d) In the interest of full and cordial cooperation between prosecuting attor- 
neys of the State and Federal Governments and for other obvious reasons they 
should not accept employment to defend persons charged with crime in any State 
tribunal. 

(ce) They should net act as receiver or counsel for a receiver of a bankrupt or 
creditor in any case in the Federal court. 














INTERNAL REVENUE INVESTIGATION 1663 


The departmental circular and the United States attorney's instruc- 
tions above-quoted were designed to caution staff attorneys in the 
Department of Justice against engagement in professional activities 
which might conceivably result in conflict of interest with their official 
duties. The circular and the instructions are in reality statements o1 
a guide or norm for professional conduct, There are no other regu- 
lations or policy statements governing this particular subject matter. 

The pertinent determination here is to endeavor to ascertain whether 
Mr. Caudle violated either the letter or spirit of this departmental 
circular and the instructions in his acceptance of a commission In 
connection with the sale of an airplane. IT might address myself 
briefly to that, 

I would say at the time Mr. Caudle informed me of the receipt of 
a check for 85,000, I specifically asked him whether the Government 
Was in any Way involved in the transaction, whether the subject matter 
of the transaction was or had ever been Government property, and 
whether the parties to the transaction were involved in any way with 
any case in our Department. By involvement of course T mean to 
ask and to inquire whether they were plaintiffs or defendants in any 
case. LT received a negative answer to all of these inquiries. 

Based on the facts thus briefly disclosed to me, } coneluced that 
the transaction was a private one in which Mr. Caudle, if he saw fit, 
apparently acted in his private capacity, a capacity analogous to that 
of broker, for two persons who were in no way connected with the 
Government or involved in Government affairs. On the basis of this 
conclusion I told Mr. Caudle that acceptance of the commission by 
him did not appear to me to violate the departmental rule. 

I «clistinetly remember, however, mentioning that the ultimate deci 
sion on the matter was one which would rest in the area of his sound 
discretion and question of propriety. 

Mr. Chairman, with respect to that, Mr. Caudle came to my resi 
dence. As best T can recollect it, it went out of my mind the instant 
that it happened. T never thought about it again. I am sure the 
committee will realize that if LT had the slightest concern about it. it 
would have been the subject of further inquiry. The matter went 
completely out of my mind until it arose in connection with these 
hearings. 

As L recall it, Mr. Caudle came to my residence ostensibly to inform 
me that he would like to go to New York or was going to New York 
for a few days. We had a general discussion. I don't remember the 
topics that were talked about. It was just chatter that would go on 
bet ween two men. 

Toward the close of his visit he took out an envelope and said he 
had this check which had been sent to him by a friend for whom he 
had sold an airplane. Tsaid,"An airplane? What kind of airplane?” 
He said something about what kind of airplane it was. I believe I 
asked him the price to determine whether or not the commission was 
something in proportion to the price. IT thought that he told me 
835,000, T believe testimony before this committee is that it was 
$30,000, My recollection is that it was 835,000. It could have been 
$50,000, and this 85,000 would have impressed it on my mind as 
making it 835.000. 

I asked him these simple questions and gave him my very offhand 
opinion. 
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Mr. Chairman and members of the committee, I believe I acted in 
that case no different than any member of this committee or any rea- 
sonable man would have acted. I had every reason in the world to 
trust Mr. Caudle. I had known him, I had liked him immensely. I 
still like him immensely as a man. He has a great heart and a great 
love for people. I had every reason to feel then and now that Mr. 
Caudle would not compromise himself, no less the Department or my- 
self, that he would not engage in anything that to his conscience 
seemed wrong. If ever a man had a right to rely upon the character 
and the integrity of his fellow man, I felt from everything that I had 
known about Lamar Caudle through the years that I could rely on 
that, and I did. 

With respect to his family, there was some testimony that I spoke 
about his family. Mr. Chairman, I don’t think T ever saw Lamar 
Caudle in my life that I didn’t speak about his family in some kindly 
way because Lamar Caudle was a man who had an intense love for 
his family, and he was always talking about his family. He would 
always tell me whenever we would meet in the corridors of the build- 
ing or wherever we might be about his children and how well they 
were doing, and T might have said some kindly reference to the man’s 
family. TI couldn’t be sure, the whole incident was so trivial in my 
mind at the time that it just passed off. 

I may say, Mr. Chairman, that if any signal had been put up, I surely 
would have recognized it. I had no concern or interest to permit 
Lamar Caudle to do anything that would compromise him or myself. 
If he had come to me and said somebody had given him some cash for 
a transaction he had engaged in, of course that would have been a 
signal that it was not right. He had a check given to him by a respon- 
sible businessman, in no trouble with the Government. He was going 
to put that check in his banking account. He was going to pay his 
taxes on it. It would be silly indeed for me to place a stamp of 
approval upon a transaction of that kind if T had the slightest doubt 
or concern with respect to it. 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kean. Is it consistent with the usual practice that a high offi- 
cial of vour Department suggests that he is going to get a large com- 
mission for an outside business ? 

Attorney General McGrarn. It never happened before, Congress- 
man, nor has it happened since. 

Mr. Kean. That was a unique case? 

Attorney General MeGrari. Yes. 

Mr. Kean. In general, you have testified that the United States 
attorneys are, as always, whatever party was in control, appointed 
for their abilitv plus probably their service to their party in their 
State. Then afterward when you have made promotions in your De- 
partment vou have testified you have always done it for merit; is 
that correct ? 

Attorney General MeGrari. Tam speaking of my own conduct. 

Mr. Kean. Since vou have been the Attorney General ? 

Attorney General MeGrarn. Yes, sir: T have tried to promote on 
merit and T have tried to promote from within because T believe that 
the only way we can keep able and competent men to handle the very 
complicated legal problems of this Government on the salaries that 
they receive is that there should be some hope of advancement and 
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reward. I firmly believe that if an able and competent lawyer feels 
that there is a limit to where he can go within the Department, he 
will take the first opportunity to get out. On the other hand, he will 
endure much of privation and sacrifice of comforts for his family if 
he feels that he is not barred by some sort of a political system from 
one day having the honor of carrying the title of a top position. I be- 
lieve that sincerely and I have practiced it. 

Mr. Kean. So all the appointments you have made, promotion 
within the Department, have been made from this pool of deserving 
Democrats who were put in the lower positions ¢ 

Attorney General McGrarn. I think I can honestly say to you, 
Congressman, that I have done that. 

Mr. Kean. Do you have anything vou want to add? 

Attorney General MeGrarn. Yes. IL would have to look at the 
record, Mr. Chairman. I probably have not always given consider- 
ation to a man’s politics. I guess I could demonstrate to you that 
I have been very kind in this regard to a good many Republicans. 

Mr. Kean. But the pool generally has been a pool of deserving Dem- 
ocrats because you testified how they originally were appointed. 

Attorney General McGrarn. That is right, Congressman. We 
have over a period of now some 20 vears had Democratic Presidents 
and naturally the vast number of employees in this Department are 
Democrats. Besides it is probably in proportion to the general popu- 
lation as to Democrats and Republicans. 

Mr. Kean. Now after a man was once appointed to high office in 
your Department you made no further check at all on what he was 
doing, what his associates were. A man could fall among thieves 
and you would not know anything about it ¢ 

Attorney General McGraru. Well, in the Department we have a 
Division. It is practically a Civil Service Division, too, whose duty 
it is to make periodic examinations of all of our offices. I beheve they 
get around to do that on an average of about once every 2 vears. They 
examine the oflices of the United States attorneys and the offices 
within the Department and any weaknesses that are detected are 
reported, of course, to the Deputy Attorney General. 

Mr. Kean. That would go right up tothe people in the class as high 
as the position that Mr. Caudle held ¢ 

Attorney General McGraru. Congressmen, | would not want to say 
“Yes” or “No” to that. I am not quite sure whether these people 
operate more in the field. 1 wouldn’t want to say to you that they 
had within 2 years or even since [ have been Attorney General exam- 
ined Mr. Caudle’s office. T can say to you that in that period of time 
nothing was ever called to my attention to cause me to be suspicious 
of Mr. Caudle. 

Mr. Kean. If there had been some kind of check, they probably 
would have found that Mr. Caudle seemed to make a practice of asso- 
ciating socially with people with some unfortunate past records. Do 
you believe that one in a position such as Mr. Caudle held should have 
associated with people and be intimate friends with people who had 
been convicted of crimes in the past ¢ 

Attorney General McGraru. No, sir; I do not. I never knew; I 
never heard of the names of these people until this investigation of 
your committee started. Nobody ever called my attention to the fact 
that in his private life he was acquainted with these folks. He never 
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mentioned their names tome. I doubt very much that an examination 
of his office would have developed that. 1 think it would only be 
something that somebody who personally knew Mr. Caudle in his 
social life would know. You would have to know who they were or 
you might feel they were all right and decent people. 

You know, Mr. Congressman, it has happened to you, it has hap- 
pened to me many times in my public life, that people have traded 
on my name. There is very little one in public life can do to prevent 
that except keep good company and have good companions, and when 
vou find one isn’t good, get rid of him. | certainly say that is what 
Lamar Caudle should have done, but the fact he didn’t do it, L do not 
believe the responsibility for his failure to do that, when none of us 
had any reasonable opportunity to know about it, should be used to 
condemn the Department of Justice or myself. L do not presume to 
pass judgment upon the personal lives of my colleagues. Most cer- 
tainly if anything came to my attention that I thought was a reflection 
upon them, I would not hesitate to strongly call it to their attention. 
That didn’t happen in this instance. 

Mr. Kean. With respect to this periodic check you say you make of 
the employees, does that only go to looking over the files in their office 
and exactly what they are domg in the office, or do they check a little 
bit on their outside activities / 

Attorney General MeGrari. T think, Mr. Congressman, it is prob- 
ably an administrative audit and T doubt it goes so far as inquiring 
into the personal conduct of the employees. But if these examiners 
happen to be in an office and they learn something, they would put that 
in their report. LT do not believe they would purposely go out looking 
for it. 

Chairman Kine. Mr. Byrnes will inquire. 

Mr. Byrnes. There are two things, Mr. Chairman, first a formality 
which T would like to inquire about particularly for the record, if 
the gentlemen accompanying Mr. MeGrath could be identified for 
the record. 

Attorney General MeGrarn. 1 shall be glad to identify them. 

This is Mr. Joseph Duggan, who is the Assistant Attorney General. 
The function in his department is to work on special matters for 
Congress and for the White Tlouse Executive orders, and special opin- 
ions and the like. In other words, it is a sort of catch-all office for 
the problems that don’t fall into a particular category such as tax, 
criminal, lands, antitrust or claims. 

My neighbor here on the left is the Solicitor General of the United 
States who was associated with my predecessor. He has come with 
me today to be able to fill me in on any questions that T might not 
have fully prepared myself on concerning matters that happened 
prior to my coming in as Attorney General. 

You are acquainted with Mr. Rothwacks, who is chief of our section 
in the Tax Division. who has been liaison officer between the Depart- 
ment and your committee. 

“* Byrnes. The other thing, Mr. Chairman, I do not like to bring 
up. because T hope in bringing it up it will not be interpreted as any 
reflection on Mr. MeGrath or my respect for him, but I do not be- 
lieve that Mr. MeGrath was sworn. 

Attorney General McGraru. No; that is correct. 
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Mr. Byrnes. IT thought it was generally the policy of the commit- 
tee that all witnesses in these inquiries would be sworn. 

Chairman Kine. It has been the practice, but I have always had 
the feeling that a member of the President's Cabinet should not be 
sworn unless he so desires. 

Mr. Byrnes. Do I understand that is the determination / 

Chairman King. It has been the policy. 

Attorney General MeGraru. Mr. Chairman, I have appeared be 
fore many congressional committees and in mest instances I have 
been sworn. So TL have no objection to being sworn as a witness. | 
would rather like to have the record that way. After I have taken 
my oath TPshall just make one statement that will include all of the 
testimony that T have given. So I shall take the oath nune pro tune. 

Chairman Kine. You solemnly swear that the testimony you give 
will be the truth. the whole truth, and nothing but the truth, so help 
you Grod ¢ 

Attorneys General MeGrariu. I do. 

Mr. Chairman and members of the committee, everything that I 
have said on the record heretofore is now to be applied as though it 
were said following this oath. 

Chairman Kine. Very well. 

Mr. Byrnes. Mr. Attorney General, as a foundation, it is on you 
that the responsibility of the full operation of the Department of 
Justice rests, is it not 4 

Attorney General MeGrari. Yes: primarily with the assistance of 
those men that Congress has provided for the over-all administration 
of the Department. 

Mr. Byrnes. We appreciate that you must depend in many in- 
stances upon subordinates, but the final responsibility as far as the 
conduct of that Depgrtment is concerned rests with the Attorney 
General: in other words, with you 4 

Attorney General McGraru. That is correct. 

Mr. Byrnes. If anything goes wrong, the final responsibility rests 
with vou 4 

Attorney General McGraru. To the extent that I know about it or 
would be ina position to control it. 

Mr. Byrnes. Now how close a contact have you kept with the Tax 
Division ¢ 

Attorney General McGrarit. As T explained, Congressman, it is noi 
my function to keep a close day-by-day contact with any division. 
That is the function of the Deputy Attorney General. He works with 
them on their cases. So that my contact with any division would only 
be in special instances where they had special problems. I would 
hardly have any contact with them with respect to cases. 

Mr. Byrnes. What about the general administration, however. of 
the Division / 

Attorney General McGrarn. If an administration problem arose. 
it would be handled in the first instance by the administrative office of 
the Department and if it needed guidance beyond that point it would 
come tome. The administrative officer is Mr. Andretta. If vou were 
in difficulty administratively with any of the Division heads, they 
would then ask for a conference and the matter would then come to 
me for final settlement. 
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Mr. Byrnes. Do I understand that you concern yourself only with 
the problems that are brought to you from the Department or the 
Division by somebody within the Division ¢ 

Attorney General McGrarn. Let me put it this way, Congressman : 
That I do not concern myself with operational details, nor do I con- 
cern myself with individual cases unless they happen to be of such 
unique importance or public interest that they would be specifically 
called to my attention. In this regard I may say to you that I cannot 
remember any time that an appeal was taken to me with respect to a 
tax case in Mr. Caudle’s office. He did a good deal of work with the 
Deputy Attorney General, and the Deputy Attorney General would 
from time to time maybe mention a subject, but I do not recall a single 
instance where it came to me to make a decision. 

I can say to this committee that [ have never, since being Attorney 
General, given a direction either to the Deputy Attorney General or 
to the Tax Division as to how a tax case should be handled or how it 
should proceed. 

Mr. Byrnes. You said you do concern yourself with special cases ¢ 

Attorney General McGrarnu. If they are called to my attention, ves. 
What I mean by that, Congressman, is if the case happens to get into 
the newspapers and there is a great deal of pro and con in the news- 
papers about it, [ have to then determine what it is all about and what 
our course of conduct is and why it is that way so that I can intelli- 
gently discuss it if Lam asked about it. 

Mr. Byrnes. We had two cases before this committee in connection 
with the Caudle investigation. I do not intend to go into the details 
now because I suspect they will be covered later, but I refer particu- 
larly at this time to the Aaron-Freidus case. Did that case come to 
your special attention ? , 

Attorney General McGrati. No, sir, never. 

Mr. Byrnes. You did not consider that a special case / 

Attorney General McGraru. Never came to my attention. 

Mr. Byrnes. From within the Department or from outside the 
Department / 

Attorney General McGrarn. There was never any newspaper issue 
about that case. Nothing I know of that would have called that case 
to my attention, 

I understand there is in the record a notation that the Attorney 
General called the United States attorney at New York and suggested 
a short continuance in that case. T had that point checked, Congress- 
man. IL find that this is what happened. 

On the day that this call was authorized IT was myself in New York 
addressing the Council of Mayors, whatever it is, a national organiza- 
tion of mayors. My staff tells me that Mr. Caudle came to my office 
that day—as near as they can place it, it was some time in midafter- 
noon—and said that he had had a request from Mr. Margiotti, I believe 
it was, who was to try this case, asking if T wouldn’t call the United 
States attorney in New York and suggest, I believe it was, a 5-day 
postponement so that Mr. Margiotti could finish another case. Mr. 
Kilgus of my office was there and informed them that I was out of 
town, and Mr. Caudle then asked Mr. Kilgus if he would make such a 
calleand Mr. Kilgus refused to make such a call. He said that was out 
of his province, that he would not make it, and suggested that Mr. 











INTERNAL REVENUE INVESTIGATION 1669 


Caudle take it up with Mr. Ford. I think Mr. Caudle said something 
to the effect that Mr. Ford “won’t do it for me,” or something of that 
kind, so he asked Mr. Kilgus if he would request Ford to do it. He said 
no, he wouldn't request Ford to do it, but he would go with Mr. Caudle 
to Mr. Ford’s office and state the problem. They did that. 

Now what happened after that I don’t know. It would appear 
from this record that Mr. Ford determined that it was a reasonable 
request coming from the lawyer, and Mr. Ford either himself called 
Mr. Saypol or probably said to Mr. Caudle, “It is all right for you 
to call Saypol and say that we said it was all right.” In that event 
Caudle probably called Saypol and then put a note in the file that he 
had done it at the request or approval of the Attorney General. 

Mr. Congressman, I didn’t know anything about it. My office re- 
fused to do anything about it, because it is not our function. 1 would 
never in the world make a direct call to a United States attorney with 
respect to a case. I would instruct the Deputy Attorney General 
to look into the matter and for him to do it if he thought they should 
do it, beeause he is the coordinating officer, and for the Attorney 
General to butt into a case in this instance or that instance, he can 
do nothing but mess up the record of the case. 

I believe I can say to this committee since I have been Attorney 
General that I have probably never made a direct call to a United 
States attorney, certainly not with respect to a case that he is handling. 

Mr. Byrnes. There are other aspects of the case that I would like 
to ask you about later, but it is my understanding that that will 
probably be taken Up as a separate matter. 

Did you ever notice or take cognizance of the Ripps-Mitchell case ¢ 

Attorney General McGrarn. No, never. 

Mr. Byrnes. Not at any point? 

Attorney General McGraru. No. 

Mr. Byrnes. That would not be considered as one of these special 
cases ¢ 

Attorney General McGrarn. Mr. Ford told me one time—vyou see, 
I probably see the Deputy Attorney General 10 times a day. He is 
constantly up and down, back and forth. He has the office below me. 
He is constantly back and forth. He brings up documents and may 
speak about any number of things. 

I believe Mr. Ford told me at one time that he either had or was 
going to—I believe he said that he had—decided to take over this 
Alabama case. It was referred to more as the Alabama case rather 
than the Ripps-Mitchell case. The name was more familiar to me. 
If he had said, “Ripps-Mitchell,” I would have to ask him where the 
case was. The reason he did that was that he believed Lamar, he 
said, was under pressure, and it would be better for Lamar if he was 
relieved of that and if he was going to handle it directly. There 
again I said, “Well, if that is what you think ought to be done, it is 
perfectly all right.” 

Mr. Byrnes. There are other aspects of that case that I would like 
to go into later, but what I would like to ask you now is whether that 
Was a case that came within this special category of cases that you 
did give some special attention to. 

Attorney General McGratriu. No, sir. There never was, as near 
as I know—here was a straight out and out violation. There was 
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never any issue in the Department as to what was going to be done 
about it. They were going to be prosecuted, and that was all there 
was to it. So I know of no reason why anybody should come and 
bother me about the Ripps-Mitchell case. 

Mr. Byrnes. We will go into that aspect of it, if you do not mind, 
just a little later. 

You testified, I believe, that nothing came to your attention con- 
cerning the Tax Division that would lead you to believe that every- 
thing wasn't perfectly proper and in order in that Division ? 

Attorney General McGrarnu. That's right. 

Mr. Byrnes. | believe you also testified that you had no reasonable 
opportunity to find out anything reflecting on Mr. Caudle or his 
conduct of affairs in the Bureau. Is that correct ? 

Attorney General McGraru. Are you speaking about his outside 
activities? I never was associated with Mr. Caudle in social life. 1 
never had occasion to take any trips with him or go anywhere with 
him, except that we may have been together at parties or functions 
around here, some that he would go to that [| would goto. But IT was 
not one of those who would be ever asked to go any place special, or 
any special fuss about me. 

Mr. Byrnes. What about his operations of the Department and 
his activities in the Department, official activities ¢ 

Attorney General McGrarn. I felt, since nothing had come to my 
attention—I felt I had a right to rely on the fact that everything was 
going along well. The Deputy Attorney General, who was in daily 
touch with the situation, never had any occasion to complain to me 
about it, except this instance, of course, where he said that he had 
taken this case over in order to relieve Lamar from certain pressures. 
That might happen—well, it is not done often. It wouldn't be too 
unique if somebody in the Department was embarrassed by handling a 
certain situation, It happens to judges in our courts, that certain 
things arise, and they disqualify themselves. 

Mr. Byrnes. Well, is that the kind of a situation that came to your 
attention, that he was embarrassed and wanted to disqualify himself ¢ 

Attorney General McGraru. Oh. no. No. no. He merely said that 
he was afraid that probably he was under these pressures and talking 
too much about the case, and he thought it would be better if he 
hanelled it lirectly. 

Mr. Byrnes. So that analogy of the case where people disqualify 
themselves really does not apply to anything that we have reference to 

Attorney General MeGraru. Well, it has a similarity: yes. Lamar 
Caudle came from one of the Southern States. He had a powerful 
Member of the Congress constantly calling him and putting pressures 
on him. He might feel that so much had been said to him that maybe 
he should be disqualified. Now, Mr. Ford might have handled the 
tiatter that way. He could have. He just didn’t choose to. He 
might have gone to Mr. Caudle and said. “Now, look. T think that 
you have been talked to too much about this case. T think that vou 
ought to disqualify vourself and get out of it.” Rather than do that. 
he handled it the other way. 

Mr. Byrnes. But you never concerned yourself any further wit! 
that problem 4 

Attorney General MeGrari. Thad no cause to. TL knew that the 
was tn good hands, and T knew that the case would proceed as 

















INTERNAL REVENUE INVESTIGATION 1671 


it should proceed. And as T think this committee will find when it 
gets all through looking at the files of the Department of Justice, you 
will not find any case that didn’t proceed in a perfectly proper and 
correct manner. You miay question our judgment as to in one in- 
stance whether we should have taken one route or another. But 
all of the cases this committee has talked about have proceeded to 
final conviction and sentence. Now, T submit that since that was the 
record the Department was making, I had every right im the world 
torely upon it and feel that the job was being done. 

Mr. Byrnes. Well. again, as I say, those aspects, various details 
of these cases, T would like to come back further to, and T expect the 
chairman will too. What T would like to get now is some founda- 
tions of some understanding of just how the operation proceeds there. 

You read earlier, Mr. Attorney General, a summary of the file and 
the investigation made of Mr. Caudle at the-time he was appointed 
United States attorney. Is that when that file was prepared? Is that 
when the last information was in the file, at that time ¢ 

Attorney General MceGraru. Originally. ves. 

Mr. Byrnes. There is nothing in the file subsequent to that date ¢ 

Attorney General MeGrarn. TF wouldn't want to answer that 
question, Congressman, without looking at it. You mean subsequent 
to the date that he was appointed United States attorney ‘ 

Mr. Byrnes. Yes. 

Attorney General MeGrariu. T think the normal practice would 
be to bring that file up to date at the time that he was appointed an 
Assistant Attorney General, And that probably would be the last 
entries in the file. 

Mr. Byrnes. But you are not sure whether that is the case in this 
specific instance 4 

Attorney General McGrarni. PT wouldn't want to say it was, because 
I am not sure of my own knowledge. 

Mr. Byrnes. Who prepared the summaries that vou submitted to 
the committee / 

Attorney General MeGrariu. T examined the file and Mr. Duggan 
prepared the summary in his office. 

Mr. Byrnes. But from your examination of the file, vou don't 
now remember how current that file was? 

Attorney General McGraru. It is my impression that it was cur 
rent up to his appointment as Assistant Attorney General. 

Mr. Byrnes. Now, all of the information that you read in the 
summary was very complimentary of Mr. Caudle. Was there any- 
thing in the file of a derogatory nature? 

I do not intend at this time to ask you to go into the specifics, if 
there were. I am just asking vou if there was anything generally in 
there derogatory. 

Attorney General McGraru. There subsequently is a memorandum 
in the file. 

[To Mr. Duggan:| You probably could tell him better about that. 

I prefer to have Mr. Duggan tell you about that, because he would 
know the details more accurately than I. 

Chairman Kine. Will you rise and be sworn, Mr. Duggan ? 

Do you solemnly swear that the testimony vou will give will be 
the truth. the whole truth, and nothing but the truth, so help vou 
(rod? 
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Mr. Ducean. I do. 

Could the question be repeated / 

Chairman Kine. Read the question, please, Mr, Reporter. 

( The question referred to was read by the reporter.) 

Mr. Ducean. There was only one bit of derogatory information 
in the entire file of Mr. Caudle. That was a complaint. 

Mr. Byrnes. By an individual? 

Attorney General McGratu. The complaint was a complaint which 
had come to the attention of the Federal Bureau of Investigation, and 
the Federal Bureau of Investigation, through the Directcr. called the 
complaint to the attention of the then Attorney General. 

Mr. Byrnes. That was the only information that was derogatory / 

Attorney General McGrarnu. That is the only scrap of derogatory 
information in the entire file on Lamar Caudle. 

Mr. Byrnes. Did this complaint come in before or after he was 
appointed United States attorney ¢ 

Mr. Duceanx. It came in after he was appointed United States 
attorney. 

Mr. Byrnes. Did it come in before or after he was appointed Assist 
ant Attorney General ? 

Mr. Duaean. It came in right before he was appointed Assistant 
Attorney General. 

Mr. Byrnes. Did IT understand correctly, Mr. MeGrath, that there 
is no file on an investigation made in connection with his appointment 
as Assistant Attorney General in charge of the Crimiine! Division ¢ 

Attorney General McGrarn. No. That appears to be an intrade- 
partmental transfer. 

Mr. Byrnes. No, | am talking about his appointment from United 
States attorney to Assistant Attorney General. Ts that an intrade 
partmental transfer ¢ 

Attorney General McGrarn. No, but Lam speaking now about his 
transfer from criminal to tax. 

Mr. Byrnes. What I was inquiring about was: Was investigation 
made, was it revealed in the file that one was made. at the time that he 
was appointed Assistant Attorney General in charg: of the Criminal 
Division ¢ 

Attorney General McGrarn. I am not sure, Congressman, about 
that. Mr. Duggan informs me that the file does not reflect that any was 
made, é 
Mr. Byrnes. I thought you told the committee, however, that inves- 
tigations were made of those appointments, and quite thorough in- 
vestigations. 

Attorney General McGraru. That is correct. That is the normal 
proceeding. 

Mr. Byrnes. Is there any way to explain why there is not a file in 
this case of an investigation / 

Attorney General McGrarn. That was before I was Attorney Gen- 
eral, Mr. Congressman. I don’t know. 

Mr. Byrnes. When did you first become acquainted with the fact 
that there was not such a file available ¢ 

Attorney General McGrarn. Not until this committee started its 
inquiry. I had never looked at Mr. Candle’s file. I never had any 
question arise, and asa result I have not looked at the personnel file of 
Mr. Caudle. 
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Mr. Byrnes. When you took office as Attorney General, you did not 
check on the information that was available on the background and 
abilities of the Assistant Attorney General 

Attorney General McGrarn. No, I did not. And I think it was 
very normal that I shouldn’t. I had a right to assume that their orig- 
inal appointments were valid appointments. Until something came 
to my attention, I would have no reason to start an mquiry about it. 

In addition to that, I happened to be in the unique position of 
having been in the Department of Justice as Solicitor General on 
one occasion, also being in the Department as a United States attorney, 
but principally as Solicitor General. I had known Mr. Caudle and 
had an opportunity to observe him around the Department. I grew to 
like him very much. In the year that I was associated around there, 
I had no reason to hold him in other than highest esteem. And so it 
would hardly be expected of me to come in as Attorney General and 
immediately review his file to see if there was something wrong in it. 
That is a practice that I haven’t engaged in, not only with respect to 
Mr. Caudle but with respect to any other officer of the Department. 
I wouldn’t ask for a personnel file unless I had a reason to ask for it. 

Mr. Byrnes. Did you not check into their background as far as 
their ability to do the job that you were asking them to do as Attorney 
General ? 

Attorney General McGrarn. The job was being done to my satis- 
faction. Cases were going forward. There was no suspicion of any 
wrongdoing. 

Mr. Byrnes. But you did not make much of a contact with them or 
check on them except on matters that they specifically brought to 
you? 

Attorney General McGraru. Sir, that was the function of the 
Deputy Attorney General. 

Mr. Byrnes. How could you be sure under that arrangement that 
they were doing their job capably and thoroughly / 

Attorney General MeGrarn. Well, the Attorney General has to 
depend upon the reliability of the officers that are underneath him, 
just as the executive head of any organization has to depend upon 
that. I relied upon the Deputy Attorney General, who had been 
there some 3 years before I came, as a man of extreme competence. 
And unless he called to my attention the fact that he thought some- 
thing was wrong, | would never have any occasion to question it 
myself. 

Mr. Byrnes. You depended upon the Deputy Attorney General ? 

Attorney General McGraru. Yes, and I am sure he in turn has to 
depend upon the men down the line. 

Mr. Byrnes. And expected that it was their job to be concerned 
about the next level; is that it? 

Attorney General McGraru. I am sure if the Deputy Attorney 
General had sensed anything wrong in the Tax Division or any divi- 
sion he would not hesitate to say so, and he would not hesitate to take 
appropriate action. 

Mr. Byrnes. Are you sure he did that on all occasions / 

Attorney General McGrarnu. I am sure he did. 

Mr. Byrnes. What authority would you have to suspend or dis 
charge an Assistant Attorney General? 
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Attorney General McGraru. I have no authority todothat. T would 
have to recommend to the President. These men are Presidential 
appointees, and they serve at the pleasure of the President, and only 
the President can discharge them. 

Mr. Byrnes. You can, however, recommend to the President that 
a certain person be replaced / 

Attorney General MeGrari. Yes. If DT have cause, | could go to 
the President and say, “I have this cause, which I think justifies you 
in removing the man.” 

Mr. Byrnes. So that if vou do find a man, let us say, that you in- 
herit in the position of Assistant Attorney General, you do have the 
prerogative of checking into his abilities and background, and so 
forth, to determine whether you want to keep him on, and make a 
recommendation to the President to suspend him or dismiss him or 
ask for his resignation in the event you do not find him desirable to 
work with / 

Attorney General MeGrarn. I don’t believe that I have the right 
to question the wisdom of a Presidential appointment previously 
made. [could merely go to the President with facts that would indi- 
cate the man’s dishonesty or his iIncompetenc vy or something that 
would justify a President in reconsidering his original action of 
appointment, and bring about a dismissal. 

Mr. Byrnes. In other words, if you just found that he was not a 
man that vou probably would have confidence in as to his complete 
ability, vou would not feel that that was ground to suggest to the 
President that you would like to have him replaced 

Attorney General MceGraru. I wouldn't feel that, the President 
having made an appointment, if T had in mind somebody that I 
thought could do the job better, let us say, that would be cause for me 
to bring about his dismissal. I would have to have real cause, cause 
going to his integrity, cause running to his competency. As near as 
I appraised Lamar Caudle, he was competent, and as much as I ever 
knew or saw or could reasonably find out, he was honest: or IT never 
had cause that would justify me in going to the President and asking 
for his dismissal. 

Mr. Byrnes. In other words, you did not recommend to the Presi- 
dent that he ask for Mr. Caudle’s resignation ¢ 

Attorney General McGraru. No, sir: at no ag 

Mr. Byrnes. How did this resignation of Mr. Caudle take place? 
Can you give us any background on that ¢ 

Attorney General McGraru. My belief is that after this com- 
mittee heard Mr. Caudle in executive session and developed some 
of these points coe h T had not known before, that information was 
not transmitted to me but was transmitted directly to the President. 
The President acted upon that information, which came out of the 
executive sessions of this committee. And the committee never did 
call it to my attention. Had they done so, I might have been in a 
position to advise the President that the story warranted some action 
on his part. 

Mr. Byrnes. Did the President confer with you about it or did he 
simply notify you that he wanted vou to get Mr. Caudle’s resignation ? 

Attorney General McGraru. He suggested that T should get Mr. 
Caudle’s resignation. IT called Mr. ¢ ‘andle in and told him that the 
President was in possession of information that apparently had come 
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through this committee, and that on the basis of that I thought he 
should submit his resignation. Mr. Caudle said, “All right, if that’s 
what vou want.” 

I then advised Key West that Mr. Caudle was submitting his resig- 
nation, and T was advised that the President thought it best that he 
take direct action prior to receiving the resignation. 

Mr. Byrnes. Were vou given a bill of particulars by the President 
as to why the resignation was being requested / 

Attorney General McGrarn. No. 

Mr. Byrnes. Have vou received any since that time from the 
President. 

Attorney General McGrari. No. 

Mr. Byrnes. There is one thing that has concerned me some, with 
regard to the history of the Caudle record and the positions he has 
held has unfolded. As IT understand it. the post of Assistant Attorney 
General is a Presidential appointment confirmed by the Senate. Is 
that correct ¢ 

Attorney General McGraru. Yes. 

Mr. Byrnes. At that time that it is being considered by the Senate, 
is it being considered in the light of his serving ina particular capacity 
as head of a particular division / 

Attorney General MeGraru. Not formally so, but in effect. ves. 
The committee usually wants to know the particular spot that the man 
is going to serve in. However, the Attorney General always has the 
power to make interdepartmental transfers. He can take an Assistant 
Attorney General out of one division and assign him somewhere else, 
without reference to the President or the Congress or anybody else. 

Mr. Byrnes. That is what I was leading up to. In this case, Mr. 
Caudle in the first instance was appointed as Assistant Attorney 
General in charge of the Criminal Division. That was the appoint- 
ment that really was before the Senate, was it not, at that time? 

Attorney General McGrariu. Well, he was before the Senate as an 
Assistant Attorney General. Undoubtedly at that time the commit- 
tee was advised that if confirmed he would be put in charge of the 
Criminal Division. That is about the way it works. 

For instance, T have a vacaney now in the Tax Division, and when 
I find a proper person to recommend to the President for that, T. of 
course, would wiel ise the Senate committee that if thev confirmed this 
man, T intended to put him in the Tax Division. If I did not intend 
to do that. if I intended to transfer somebody else to the Tax Division 
and use this man in another place, T would feel it my duty to the 
committee to so advise them. 

Mr. Byrnes. But no senatorial investigation was necessary, nor was 
it made, as to Mr. Candle’s ability or capacity to handle the job re- 
quirements of the Assistant Attorney General in charge of the Tax 
Division ¢ 

Attorney General MeGraru. The Criminal Division ¢ 

Mr. Byrnes. That is what they did investigate, his ability to take 
over the Criminal Division. 

Attorney General McGrarn. The question of his going over to the 
Tax Division never reached the Congress. 

Mr. Byrnes. That is the point T am trying to make. 

Attorney General McGrarna. They must have considered his ability 
to handle the Criminal Division when he was up for confirmation. 
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Mr. Byrnes. But they would not, of necessity, check into or inves- 
tigate his capacity or capabilities of handling the Tax Division ? 

Attorney General McGraru. No; they would have no reason to 
suspect that he would ever be transferred to the Tax Division, except 
the general knowledge that the committee has that, once confirmed, 
the Attorney General can use these men wherever he chooses. And 
there is a constant—well, not too constant, but there is a pattern of 
switching around, and the Congress expects that that will be done. 
Men come into these positions, and while they are serving their tenure 
they like to get a broad experience. Very often an Assistant Attorney 
General will request a transfer, largely for the reason that he would 
like to have experience in another field. A man stays in the Tax Divi- 
sion for a year; he feels that he has got all he can out of that by way 
of experience, know ledge of its operations. and he may want to move 
over into Antitrust, may want to go down into Claims for a while. 
So occasionally men come and ask you to consider transferring them. 
When that happens, of course, it is like moving checkers around on 
the checkerboard. You have to consider the positions of the people 
who are in the other jobs, as to whether they want to move. 

Mr. Byrnes. Do you not believe that there are different capabilities 
and background required of people who would be in charge of the 
Tax Division as compared with what would be required in the case 
of the Criminal Division, for instance ¢ 

Attorney General McGraru. Well, I would say that that change has 
come about within recent years; that as of today the complications of 
our tax structure are such that it does require more than the ordinary 
experience of a good all-round lawyer. But I don’t think, Congress- 
man, that that answer would have applied only a few brief years ago. 

Mr. Byrnes. That may be true. I am speaking of the situation as 
it exists today. 

Attorney General McGrarni. I think as it exists today—and that is 
my position: That in filling this position now it is going to be very 
difficult to find a man in this field who is willing to come with the 
Government for what we can pay him and would have the experience 
and the qualifications that I think the job ealls for. We will find 
somebody that will be willing to do it. They will do it at a sacrifice, 
because of the opportunity to serve, but it is going to take some time 
to find them. 

Mr. Byrnes. In filling this vacancy that does exist down there now 
in the Tax Division, do I understand that you are going to insist that 
the person have a background in tax matters and tax law? 

Attorney General McGraru. That is my intention. 

Mr. Byrnes. That is all for now, Mr. Chairman. 

Chairman Kine. Mr. Keogh? 

Mr. Kroc. May I propound a parliamentary inquiry, now that 
our friend from Wisconsin, who is always so helpful, has concluded ? 

As T understand, the interrogation was on this one phase. There 
will be other phases on which inquiries might be made. 

I have a few questions that I would like to address to the primary 
objective, as I understand it, of this subcommittee, and I wonder if 
there is any way of the member’s knowing when he might be reached 
in that regard. It is now 2 minutes after 12, and I wondered if we 
could not come to some agreement with respect to the time that each 
member might have. 
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Chairman Kine. I think, Mr. Keogh, that it is asking too much 
of me as chairman to request that I determine how long an inter- 
rogation is going on. In my experience in the Congress I eve found 
that any guess along that line is as apt to be wrong as right. But I 
suggest that during the luncheon recess we might arrange an under- 
standing. 

Mr. Kean will inquire. 

Mr. Kean. May IL ask one question? You have spoken several 
times about the Deputy Attorney General. Now, as I gather, what 
actually occurs is that he runs the Department, and you do not know 
what is going on unless he brings it to you. You pass the responsi- 
bility on to him. Is that correct ¢ 

Attorney General McGraru. That isn’t correct, Congressman. 
That is not correct. You might regard him as the general manager 
of a large organization, who keeps his hands on the day by day, hour 
by hour operations of the plant. 

Mr. Kean. Yes. He runs it. 

Attorney General McGraru. The Attorney General concerns him- 
self with the broader problems of administration and personnel and 
Presidential work, his Cabinet duties, and also seeing the people who 
feel that they are not getting satisfaction down below and want to 
come to the Attorney General with their problem. 

Mr. Kean. I am not trying to criticize. I think that in any ef- 
ficient organization you have to have somebody run the organization, 
and that the man who is the head of the organization has to leave 
himself able to take up the important points when they are brought 
to him by the people under him. 

Attorney General McGrarn. That’s right. He has to have a lot 
of authority. We have to have one place where everything centers. 

Mr. Kean. And what is the authority of the Deputy? As I under- 
stand it, when you came in, you found Mr. Peyton Ford there, and 
he was there for a couple of years after you had been there, and then 
the present Deputy is who? 

Attorney General McGrarn. Mr. Vanech. 

Mr. Kean. Mr. Vanech. And you appointed him ?¢ 

Attorney General McGrarn. | appointed Mr. Vanech. 

Mr. Kean. From the Department ¢ 

Attorney General McGraru. Yes. He was head of the Lands Divi- 
sion, and he had been a career man in the Department. I say a “career 
man”; he had been there for 18 years. He had been in several other 
sections of the Department. He probably is the man who best knows 
the personnel and the over-all operations of the Department, that we 
had there. The Deputy Attorney General is really the alter ego of 
the Attorney General. 

Mr. Kean. He has the right, I suppose, to really send out com- 
munications under your name ¢ 

Attorney General McGraru. Yes, sir; he does. 

Mr. Kran. And sign your name and everything else? 

Attorney General McGraru. Yes, sir; he does. And he would sign 
my name when he thought that should be done, or he would prepare 
the material and send it up for my signature, or he could sign his own 
name, and the Attorney General would be expected, if he made a final 
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determination, to back him up in it unless he found that it was 
wrong. 

Mr. Kean. What is the position of Administrative Attorney Gen- 
eral, which Mr. Andretta holds ¢ 

Attorney General MceGraru. That is the business end of the shop. 
They keep the books, run the payroll, expense, accounts, pay jurors, 
the jury accounts, marshals’ accounts. It is strictly the bookkeeping 
end of the business. 

Mr. Kean. And Mr. Andretta, therefore, is not over anybody except 
the people in the administrative end ¢ 

Attorney General McGraru. That's right. He handles all prob- 
lems of requests for salary increase and problems of that kind. He 
runs a budget. We have a budget of around 160-million-odd dollars, 
and that is his job, to watch that. 

Chairman King. I think at this point the record should reflect the 
fact that in connection with the nominations of Mr. Caudle on the 
occasion of his nomination for United States district attorney for the 
western district of North Carolina, and on the occasion of his appoint- 
ment as an Assistant Attorney General, the Senate action on such 
nominations was unanimous in both instances. There evidently had 
not been objectionable material brought to the attention of the Senate 
committee or individual Senators at the time consideration was given 
to his confirmation, 

Attorney General MeGratrin. T think to be accurate, Mr. Chairman, 
when he was first nominated for United States attorney some opposi- 
tion was voiced to him. The committee heard that and discarded it. 
He was reported unanimously to the Senate and, of course, confirmed 
on the Unanimous-Consent Calendar. There was never any debate or 
discussion on the Senate floor, as near as | understand the situation. 

Chairman Kine. T have two questions, Mr. MeGrath. 

Did former Deputy Attorney General Peyton Ford provide you 
with details in connection with his concern during the preliminaries of 
the Ripps-Mitechell case / 

Attorney General MceGrarna. No: not in detail at all. As a matter 
of facet. my best recollection of it is that Mr. Ford had taken his action 
and advised me of it after he had taken it. 

Chairman Kine. Yes. Mr. Ford. I believe, testified that he had 
reason to believe that leaks were issuing from Mr. Caudle’s office on 
the case, and for that reason he barred both Mr. Caudle and Mr. 
Smith from receiving further information from the field, or from 
Alabama. 

Attorney General MeGrariu. Yes. I believe what he did was to tell 
Mr. Mitchell, who was handling the case, to handle it his way and re- 
port to Mr. Ford. 

Chairman Kine. Direct to Mr. Ford ? 

Attorney General McGrarn. Yes. 

Chairman Kine. It would normally strike one—would it not, Mr. 
MeGrath?—that an Assistant Attorney General who is considered 
untrustworthy to the point that he could not reasonably be allowed to 
officiate in his official capacity in matters directly under his control— 
that would at least be suflicient to indicate that the man perhaps would 
be a potential liability in other cases coming in the future? 

Attorney General McGraru. Well, Congressman, I think you have 
got to take into account the personalities that were involved here, the 
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particular Congressman that was talking to Lamar. You have got 
to take into account Lamar’s propensity for wanting to be overly co- 
operative with a Member of Congress, particularly one that would be 
bothering him that way. [am sure. as IT sit here, that Lamar Caudle 
never meant to do any wrong in the Ripps-Mitchell case. 

Now, he probably used poor judgment in giving to the Congressman 
as much information as he did. That is what Mr. Ford thought. But 
I need not tell you gentlemen—vyou know the characters as well as I 
do—that would hardly be sufficient to bring Mr. Caudle’s reputation 
so into question that one would consider dismissing him from service. 

Chairman Kine. In that particular case, the circumstances were 
such that an understanding could be had that it may have been for 
his own good that he be circumvented or shut out. Is that what I 
understand you to mean ¢ 

Attorney General MceGrarn, That’s right. 

Chairman Kine. Are there any further questions ¢ 

Mr. Keogh / 

Mr. Keocu. Mr. Attorney General, referring to the Ripps-Mitchell 
case, you indicated before that you had no reason but to believe that 
the matter was in good hands and was proceeding properly. As a 
matter of fact. it did proceed to conviction and sentence; did it not ? 

Attorney General MceGrarn. Oh, ves, indeed. It was complete. 

Chairman Kine. The committee will recess until the hour of 2 p.m. 

(Whereupon, at 12:50 p.m. a recess was taken until 2 p. m. this 
same day.) 

AFTERNOON SESSION 


Chairman Kine. The subcommittee will come to order. 

Mr. Byrnes will inquire. 

Mr. Byrnes. Mr. MeGrath, before we recessed for lunch the chair- 
man had questioned you somewhat on your information in connection 
with the Ripps- Mitchell case, 

Attorney General MeGraru. That is right. 

Mr. Byrnes. You referred to it generally as the Alabama case ? 

Attorney General MeGraru. Yes. 

Mr. Byrnes. There are several aspects of that case that concerned 
the committee and certainly concerned me. When did it come to your 
attention that there were leaks from the Department concerning infor- 
mation that might be of value to the defendants in the case ¢ 

Attorney General MeGraru. When Mr. Ford informed me that he 
had jurisdiction of the matter himself. 

Mr. Byrnes. Did he tell you that these leaks were occurring ¢ 

Attorney General McGrarn. He told me in a very general way. 
The way he expressed it was that he thought Lamar Caudle was 
talking too much to the Congressman, and for that reason he had 
taken over the supervision of the case. 

Mr. Byrnes. Did vou make any attempt to contact the United 
States attorneys that had charge of presenting the case to the grand 
jury or Mr. Mitchell to find out what they knew about these leaks / 

Attorney General McGraru. No, sir; that was not my function. 
That was the function of Mr. Ford. 

Mr. Byrnes. You were the Attorney General, were you not ? 
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Attorney General McGraru. Mr. Ford’s office handles the relation- 
ship with the United States attorneys and with the lawyers in the 
field. 

Mr. Byrnes. But this involved also leaks that were reported at 
least to have originated within the Department of Justice; is that 
right ? 

Attorney General McGraru. They were not in the Department 
of Justice. The way it was put, the Congressman was eliciting more 
information than he probably was entitled to have from Lamar. It 
was not a question of an official of the Department of Justice pur- 
posely leaking information. It was simply a question of maybe being 
persuaded to talk too much. 

Mr. Byrnes. Do you know that for a certainty, or is that something 
you were given by Mr. Ford ¢ 

Attorney General McGrarnu. I took Mr. Ford’s word for it that 
probably was so: therefore he had taken protective action, which 
satisfied me. 

Mr. Byrnes. But it did come to your attention that there were 
leaks ? 

Attorney General McGraru. I wouldn't refer to them as leaks. It 
came to my attention that the Congressman was eliciting more infor- 
mation than probably he should have. 

Mr. Byrnes. Did it come to your attention that the defendants ap- 
parently had information as to the details of the case that was being 
presented by the Government to the grand jury ¢ 

Attorney General MeGrarnu. No, sir: it was not put that way at all. 
It was simply put to me that the Congressman was probably getting 
Mr. Caudle to tell him more than discretion would justify Mr. Caudle 
saving to the Congressman. 

I well understand those situations, because we all meet them every 
day. We meet them in discussions with Members of Congress, and 
particularly we meet them in discussions with members of the press. 
Some of us have a propensity for talking too much. 

Mr. Byrnes. Do you have that happen quite often where you are 
presenting a case to either a court or grand jury and the information 
may be prejudicial to the Government’s case if it leaks out ¢ 

Attorney General McGraru. We take every precaution to prevent 
our information from getting out. 

Mr. Byrnes. In this instance, though, the information did get out 
did it not? Or it was getting out. 

Attorney General MceGrarn. That is not what was reported to me. 
Mr. Ford merely reported to me that he thought that Mr. Caudle was 
talking a little more than he should to the Congressman, having more 
information elicited from him. He didn’t report to me that this 
information was getting back to the defendants. 

Mr. Byrnes. Mr. Mitchell testified before this committee that it 
concerned him a great deal in the work he was doing before the grand 
jury and apparently the defendants were able to call every signal as 
far as the Government’s case was concerned, and he expressed his 
concern to Mr. Ford. Do I understand that you never got that infor- 
mation in your office ? 

Attorney General MceGrarn. Mr. Mitchell never talked to me. Mr. 
Mitchell may have been concerned with it, may have told Mr. Ford, 
and undoubtedly Mr. Ford acted on Mr. Mitchell's complaint. 
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Mr. Byrnes. Would Mr. Mitchell ordinarily go to you or to his 
immediate supervisors ¢ 

Attorney General McGraru. He ordinarily would not come to me. 
He would go to his immediate supervisor, and apparently in this case 
it was Mr. Ford. 

Mr. Byrnes. Did you do anything by way of talking to Mr. Caudle 
about this situation that arose ¢ 

Attorney General McGratu. No, sir. 

Mr. Byrnes. You just let it go at that? 

Attorney General McGraru. Mr. Ford had the matter in hand. 

Mr. Byrnes. Did you inquire of Mr. Ford as to what he was going 
to do? 

Attorney General McGrarn. Mr. Ford told me that he was going to 
be responsible for the case from there on out. 

Mr. Byrnes. What was going to be done so far as cautioning or 
disciplining Mr. Caudle for what apparently was at least an indiscre 
tion ¢ 

Attorney General McGrari. With respect to this case ¢ 

Mr. Byrnes. With respect to the leaks. 

Attorney General McGraru, With respect to this case, Mr. Caudle 
knew that the case had been taken over by Mr. Ford, and undoubted|y 
Mr. Ford advised him why. 

Mr. Byrnes. But you did not inquire of Mr. Ford as to what he was 
going to do by way of talking to Mr. Caudle or cautioning him or dis- 
ciplining him or anything else ¢ 

Attorney General McGrarnu. That was Mr. Ford’s function, and |! 
am sure he performed it. 

Mr. Byrnes. You did not think this was very important so far as 
veneral departmental operations were concerned / 

Attorney General McGrarn. What I was concerned with was the 
proper handling of the case, and when Mr. Ford reported to me I was 
ure the case was being properly handled. 

Mr. Byrnes. You took it on blind faith, in other words ¢ 

Attorney General MeGraru. No, I don’t take it on blind faith. I 
took it on my knowledge and, yes, you could say the faith that I had 
in Mr. Ford, who is a very ab le and competent attorney, and inciden- 
tally made a very excellent Deputy Attorney General. 

Mr. Byrnes. | am not questioning that aspect at all. Tam talking 
now about a situation that occurs in the Department where it is appar 
ent that the defendants in a very important case are getting complete 
information as to what the Government's case is going to be, in detail, 
and that it prejudices the work of the United States attorney and the 
work in this instance of Mr. Mitchell in representing the Department. 

Attorney General McGrarn. I told you that no information came 
to me that the defendants were getting information. The information 
that came to me was solely to the effect that Mr. Caudle, under the pres- 
sure of the Congressman’s telephone calls and conversation, was prob 
ably telling the Congressman more than he should be telling him. 

Mr. Byrnes. Now Mr. Ford testified before this committee that he 
inade no special investigation to determine exactly how and why and 
when the leaks occurred. He assumed that it was Mr. Caudle and left 
itat that. Would that be the general practice in the Depertanent ¢ 

Attorney General McGrarnu. He must have had good reasons for 
that assumption and acted upon them. 
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Mr. Byrnes. But you do not think that is a matter you properly 
should concern yourself with 4 

Attorney General McGrariu. Not so long as it had already been 
taken care of by the Deputy Attorney Ge ‘neral. 

Mr. Byrnes. Do you consider that it was taken care of by bypassing 
a person whom you suspected of giving out the leaks / 

Attorney General McGrariu. Congressman, you continue to put 
words in my mouth. Nobody ever said anything to me about leaks. 
They merely talked to me about undue conversations that might be 
going on between the Congressman and Mr. Caudle. The word “leaks” 
was never used, to my knowledge. 

Mr. Byrnes. I will use any word you want to use as far as describing 
the situation where information concerning the Government's case 
gets to the defendant and the result prejudice ‘es the Government's case 
or has the tendency to prejudice the Government's case. 

Attorney General MceGraru. 1 was not told that the Government's 
case was prejudiced. IT was merely told that Mr. Caudle in his con- 
versations with the Congressman was probably telling the Congress- 
man more than he should. What the Congressman did with the infor- 
mation, | had no way of knowing then or now. 

Mr. Byrnes. If you had known that this information was getting 
to the defendants and was making more difficult the prosecution of 
the Government’s case, would it then have concerned you ‘ 

Attorney General McGraru. I was sure that Mr. Ford had properly 
handled the situation. 

Mr. Byrnes. You still would have left it in Mr. Ford’s hands? 

Attorney General McGraru. Yes, sir; that is his job. 

Mr. Byrnes. Without any inquiry as to whether he carried out his 
job or what he did? 

Attorney General MeGrarnu. IT had no reason to suspect that Mr. 
Ford wouldn't carry out his job. He always had and always did. 

Mr. Byrnes. Have you ever had any other cases in the Department 
where information has gotten out, either by way of telephone conver- 
sation with the Congressman or otherwise, which should be reserved 
for the personnel in the Department and not become general infor- 
mation ¢ 

Attorney General MeGrarn. I don’t reeall any. 

Mr. Byrnes. This is the only case you can recall? 

Attorney General McGrarn. That is right. 

Mr. Byrnes. What would you do if you had known that the infor- 
mation was getting out and it was making it more difficult for those 
in charge of prosecuting the Government’s case? What would you 
recommend be done under circumstances like that ? 

Attorney General McGraru. If the information was being given 
over to the defendants deliberately, I would have taken steps to dis- 
miss the employee who was doing it. 

Mr. Byrnes. Would you make any effort to find out whether it 
was done deliberately or not ? 

Attorney General McGraru. There was no question of leaks. It 
was simply a question of conversations with a Member of Congress. 

Mr. Byrnes. You mean to tell me you cannot leak through a 
Member of Congress just as well as through anybody else? 

Attorney General McGraru. You surely can. 
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Mr. Byrnes. Then just because it comes by way of a telephone 
conversation with a Member of Congress, does this put it in a separate 
category ¢ 

Attorney General McGrarnu. It doesn’t put it in a separate cate- 
gory. I concluded that the steps Mr. Ford had taken were adequate 
under the circumstances. 

Mr. Byrnes. Even though there was no investigation as to whether 
it was done intentionally or not ¢ 

Attorney General McGraru. Well, you put it any way you like. I 
was satisfied that it was properly handled. 

Mr. Byrnes. You were willing to let it go at that / 

Attorney ees al McGratu. That is right. 

Mr. Byrnes. O. K. Now in connection further with the Ripps- 
Mitchell case. did it ever come to your attention that after Mr. 
Mitchell returned from presenting this case to the grand jury, that 
he was given no further work in the Department and in fact had 
no work assigned to him for over a month’s period ¢ 

Attorney General McGraru. No, sir. 

Mr. Byrnes. W hy would that not come to your attention / 

Attorney General McGraru. Well, it didnt. IT don’t know why 
it wouldnt. Mr. Mitchell didn’t tell me and nobody else told me. 
I don’t determine from day to day or week to week what every one 
of a thousand lawyers in the Department is doing or what work 
is being given to him. If Mr. Mitchell had a complaint, he could 
have gone to Mr. Ford then and could have come to me with it. I be- 
lieve he went to Mr. Ford and Mr. Ford took care of the matter. 

Mr. Byrnes. I think testimony before this committee shows that 
he took care of the matter after about a month’s time by assigning 
him to a case over which Mr. Ford was assuming complete jurisdic- 
tion rather than a case over which Mr. Caudle had jurisdiction. 

Attorney General McGrari. T don't know what the time lag was. 
I don’t know when Mr. Mitchell went to Mr. Ford, how long he 
tolerated the situation without getting any work before making any 
complaint. He probably waited around a few weeks to see what 
was going to happen. All [ can tell you is that this situation was 
not called to my attention. Mr. Ford would find these things out 
in the Department and correct them—he had the authority to do that. 
That would probably be the end of it unless he felt that was some 
thing I ought to know about. It so happened in this instance he 
didn’t tell me about it. 

Mr. Byrnes. I thought you said earlier in connection with ques- 
tions asked you by Mr. King that one of the areas that you concerned 
yourself about was personnel problems where they had difliculty 
within a division. 

Attorney General McGraru. That is correct. 

Mr. Byrnes. Now was this not very definitely a personnel problem 
within the Tax Division where Mr. Caudle refused to have anything 
to do with Mr. Mitchell? . 

Attorney General McGraru. It was, and I would have dealt with 
it if it had come to my attention. I can’t deal with personnel prob- 
lems I don’t know anything about. 

Mr. Byrnes. What have you done down there to see to it that those 
things do come to your attention ¢ 
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Attorney General McGrarn. I have time and again in addressing 
the employees of the Department invited them to come to me with 
any problem they may have. I have done that upon every occasion 
when we have assembled the employees of the Department together. 

Mr. Byrnes. Come direct to you rather than through their super- 
visor or what ? 

Attorney General McGraru. I have told them that my door is 
always open to them. I naturally assumed they were going to take 
up their problems in the first instance with their superiors. 1 think 
everybody in the Department of Justice today understands that if 
they are not getting satisfaction, they will not have any hesitation 
in coming to me, 

Mr. Byrnes. What I am wondering about, particularly in view of 
these two peculiar situations that arose in the Ripps-Mitchell case, is 
just what things are referred to your attention. It seems to me those 
are two pretty serious things, Mr. Attorney General. 

Attorney General McGraru. They didn’t happen to be referred 
to me, that is all there is to it. Why they weren’t, 1 can’t tell you. 
They just weren't. 

Mr. Byrnes. Have you made any check or made any effort to as- 
sure that things like that would be brought to your attention in order 
that corrective action would be taken from the top level? 

Attorney General McGraru. I had faith enough in Mr. Ford to 
know that if he needed my assistance in correcting a situation of that 
kind, he would come and ask for it. If he could handle the situ- 
ation himself, he would do so, which apparently he did. 

Mr. Byrnes. In other words, as long as Mr. Ford would become 
cognizant of the problem, you felt that you then did not have to con- 
cern yourself with it whatever ¢ 

Attorney General McGraru. Unless he came to me and asked me 
for some assistance with the problem. 

Mr. Byrnes. You let Mr. Ford run that aspect of the Department? 

Attorney General McGratu. That is his job. 

Mr. Byrnes. What is your job? 

Attorney General McGraru. I told you what my job was this morn- 
ing. 
Mr. Byrnes. I thought that it was to oversee the whole operation. 

Attorney General McGrarn. In those matters that are called to my 
attention. 

Mr. Byrnes. You have no responsibility to go out and make sure 
that things are brought to your attention which under the normal 
course of events should be? 

Attorney General McGraru. I can do no more than invite people to 
come to me when they have problems. When they come they get at- 
tention, always have, always will. If they don’t come, then there is not 
much T can do about it. 

Mr. Byrnes. Do you know whether Mr. Mitchell made any effort to 
see you? 

Attorney General McGraru. I am not aware that he did. 

Mr. Byrnes. Are you aware as to whether or not Mr. Caudle ever 
saw you and talked to you about Mr. Mitchell in the Tax Division ? 

Attorney General McGrarn. He did not. 
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Mr. Byrnes. Did Mr. Ford ever talk to you as to what should be 
done about Mr. Mitchell and his inability to work with Mr. Caudle or 
Mr. Caudle’s inability to work with him? 

Attorney General McGraru. Mr. Ford merely reported to me he 
was taking over the supervision of this case. I don’t believe he even 
mentioned Mr. Mitchell’s name at that time. I guess he used Mr. 
Mitchell on the case after that. When that matter was over he even- 
tually trasferred Mr. Mitchell to another position. He had work for 
him to do somewhere else and Mr. Mitchell was satisfied to take on that 
work. 

Mr. Byrnes. I am referring specifically to the personnel problem 
that arose with a man sitting around who we understand is a very high 
caliber man, sitting around for a month with nothing to do because the 
head of the Division would not assign anything to him. 

Attorney General McGrarn. I wouldn't know that. I have several 
thousand lawyers. IT wouldn’t know what they were doing or if they 
were sitting around unless somebody took the trouble to advise me of it. 

Mr. Byrnes. That particular problem was never brought to your 
attention at all? 

Attorney General McGraru. No, sir. 

Chairman Kine. Mr. McGrath, we heard from Mr, Peyton Ford, 
the former Deputy Attorney General, the details regarding the con- 
cern he had when it was brought to his attention that information of 
perhaps value to the other side of this Mitchell case was going to them. 
I do not think any member of the committee at that time was anything 
but pleased at the dispatch with which Mr. Ford settled that phase of 
it. Now L also want to learn a little bit about the conduct of each of 
the departments and I had thought that I knew something about them. 
With the Deputy Attorney General vested with the authority that you 
have described, unless a case reached an impasse where he felt in- 
capable of solving it, there would be no official reason why he should 
bring it directly to your attention; is that correct ? 

Attorney General McGrarn. Yes; it would be wholly a matter 
within his discretion as to what he felt he needed to report to me or 
ask my advice about. 

You must understand that between his office and mine we probably 
deal with 400 or 500 separate matters in the course of a day. Some 
he might think to talk to me about, some he might not. He might have 
thought this was important, 2 or 3 days would go by, and the matter 
was settled, and he would never think to bring it up again. I don't 
know what the reason is. Mr. Ford was always very careful to keep 
me fully posted on the affairs of the Department where he thought 
they might concern matters on which inquiry would be made to me. 
By the same token I was very careful not to permit anything transpir- 
ing in my office that Mr. Ford didn’t know about. There were no 
secrets between Mr. Ford and myself at any time on any subject. 
There may have been lots of things I didn’t tell him because I didn’t 
think to tell him or may not have had occasion to tell him, and the 
same with him, but between the two of us there were never any secrets. 

Chairman Kine. Approximately what is the number of personnel 
of the Justice Department within Washington ? 

Attorney General McGraru. We have 31,500 employees at the 
present time, of which about 11,000 are in the Federal Bureau of In- 
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vestigation. We have roughly about 1,700 to 1,800 attorneys. Two- 
thirds of those are here in the District. The others constitute the 
United States attorneys and their assistants in the field. We then 
have the United States marshals and their staff, and the clerical staff, 
our Bureau of Immigration and Naturalization, our Board of Parole, 
our Bureau ef Prisons, which takes care of our institutions. 

Now roughly it breaks down so that I would say of the total number 
of employees of the Department, probably 35 percent are here in 
Washington. The others are scattered throughout the field. 

Chairman Kine. A little better than a third of the 31,500. 

Attorney General McGratru. My figures are rough, Mr. Chairman, 
but I think that is about it. 

Then our lawyers from here are constantly going out in the field. 
By the same token we bring lawyers from the field into Washington. 

Chairman Kine. Iam merely attempting to clear this phase up in 
my own mind. I believe Mr. Ford testified that as soon as he became 
aware of Mr. Mitchell’s idleness he took steps to have him employed 
or have him assigned to duties. 

Attorney General McGraru. That is right. 

Chairman Kine. If within a department or section the section head 
or anyone under him were having some sort of feud, if it was not 
perforce one that would threaten a breakdown or affect the morale of 
the department it would not be necessary for Mr. Ford to bring that 
personally to your attention ¢ 

Attorney General MceGraru. No. He handles hundreds of per- 
sonnel problems. We have differences of opinion. If men cannot 
get along in the same office, he handles many of those. Now if Mr. 
Mitehell had been dissatistied with the way that Mr. Ford had handled 
it. he would have had the right to come to me about it and take an 
appeal. I say appeal—all he would have had to do is come and say 
he wanted to see me. Then it would have been my duty, and I 
certainly would have fulfilled the duty, of looking into the matter. 
I think Mr. Ford felt that he had satisfactorily settled that particular 
situation. 

There are, you must understand, in this field of operation many 
opportunities for conflicts of personalities. We try to keep them at 
# minimum. We try to straighten them out when they do arise. 
That was the situation here. 

Chairman Kine. In most departments a position such as Mr. Ford 
held is set up solely to keep the burden of minor cases, or cases less 
than major, away from the office of the Chief or the Cabinet member ; 
is that correct ¢ 

Attorney General McGrara. Mr. Chairman, a Cabinet officer has 
a deputy who has practically the full authority that he has himself, 
to whom he at least delegates that authority, because Cabinet oflicers, 
as you well know, are called upon to travel a great deal. We are all 
over the United States: we are all over the world. As of today, war 
Cabinet officers are in Europe. Their departments couldn't function 
unless they had a deputy who had full and complete authority with 
respect to them. And I never know from one day to the other what 
part of the world T may be called to, and therefore I must have in my 
Department somebody who is clothed completely with all of the 
powers that I would have myself, and that is why we have the position 
of Deputy Attorney General. 
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Chairman Kine. That is all I have. 

Attorney General McGrarn. I may say to you, Congressman, that 
when Mr. Ford took this action it was exactly the same as if L had 
taken it myself, no different. 

Mr. Byrnes. You would not have done anything different as far 
as Mr. Caudle’s giving out information that affected the prosecution 
of the case ¢ 

Attorney General McGrarn. Now again you are saying that Mr. 
Caudle gave out information. 

Mr. Byrnes. The evidence before the committee is that he did, that 
somebody in the Department did. 

Attorney General MceGrarn. The evidence, as I understand it, is 
that he was talking too much to a Congressman, but be it as it may, 
when Mr. Ford decided that he had taken effective action in the matter 
I had every right to feel that was suflicient action. 

Mr. Byrnes. You do not reprimand the Assistant Attorneys Gen- 
eral or censure them ¢ 

Attorney General MceGrarn. If they do anything wrong, yes. 

Mr. Byrnes. You told the chairman just now that you have difli- 
culty because you never know where vou are going to be the next day, 
that you have great responsibilities outside of Washington, outside 
of your office. Can you estimate for us how much time you are able 
to spend here in Washington at vour office 

Attorney General MeGrari. Ninety percent of the time. 

Mr. Byrnes. So that that really is not an awfully severe problem, 
this traveling around the country.as far as interfering with your work 
is concerned 4 

Attorney General MeGrarit. It is severe in the sense that you can't 
have any pattern or continuity. You never know when that 10 per- 
cent of the time will intervene. 

Mr. Byrnes. You are telling me that you cannot concern yourself 
with the problems that come up. 

Attorney General McGrarn. The Attorney General is called on to 
meet with and visit with bar associations all over the United States. 
In the course of the vear I think I have addressed 20 bar associations. 
I have many other organizations that deal with the work that is close 
to our Department, in the field of citizenship, juvenile delinquency, 
antitrust organizations, who I believe have a right to call upon the 
Attorney General to come and visit with them and to talk with them, 
and to the extent that I can, and at great personal sacrifice to myself— 
it is not very pleasant to have to prepare for these things and take 
the burden of traveling and the preparation of material, and go off 
amid strangers when it would be a much happier solution with me to 
be able to stay here in Washington with my family and enjoy my 
office and social intercourse that goes on here, but I have taken these 
burdens on. They are probably far more than many others, but I 
have felt in doing so I was helping my Government in fulfilling my 
duties as Attorney General. 

Mr. Byrnes. You do not feel that they are interfering with your 
duties as Attorney General ? 

Attorney General McGrarnu. I think they are definitely part of my 
duties. I think the American people have a right to have the top 
officials of their Government come to their community whenever it 
is possible and convenient to do so. There is hardly a Member of 





1688 INTERNAL REVENUE INVESTIGATION 


Congress that hasn’t with great urgency pressed upon me that I should 
visit in their State or territory. 

Mr. Byrnes. Even though Republicans, Mr. McGrath ? 

Attorney General McGrarnu. Yes; many of them, and I have gone, 
too. Many an invitation I have accepted for bar meetings that have 
come from the Republican members. I shall be glad to give you a 
list of them, 

Mr. Byrnes. That is all. 

Chairman Kine. Mr. MeGrath, I wish to question you in connec- 
tion with Mr. Caudle’s trip to Italy and his visit with you announc- 
ing his desire to go or seeking permission to go. 

Attorney General McGraru. Mr. Chairman, in the early part of the 
summer Mr. Caudle came to my office one afternoon and said that he 
had an opportunity to go to Italy with Carmen D’Agostino, that 
everything was in good shape in his office. I don’t know exactly the 
expression he used, but everything was current, that Carmen wanted 
to go to Europe in order to bring about a reunion of his family, that 
is the way he put it. He said Carmen’s mother was living here in 
this country and his old dad was living over in Italy. It was disturb- 
ing to Carmen and his sister. He wanted to try to get them together. 
He thought if Lamar would go with him he could be very helpful, 
that his dad was advanced in years, that he had some personal prob- 
lems that would have to be straightened out before there could be a 
uniting of the family. 

It was a typical Lamar Caudle mission, a typical thing that he 
would do. It was the summertime. He said he had the time due 
him, he was going to take it off. I saw no more reason why I should 
tell him not to go to Italy than I should tell him not to go to California 
or not to go to Florida, 

He never said anything to me about what the affairs of Mr. d’Agos- 
tino were that he had to straighten out. I do not believe that he 
knew at that time what they were. He predicated the whole thing 
upon his effort to help Carmen bring his family together, and his dad 
had these problems. I didn’t know anything about the nature of 
the problems at all. No mention was ever made about banks, no men- 
tion was ever made about dollars, lire, or anything of the kind. 

Chairman Kine. Did you take for granted, General, that Mr. 
d’Agostino was to defray the expenses of the trip as far as Mr. Caudle 
was concerned ¢ 

Attorney General McGrarn. He told me that Carmen was going 
to pay his expenses, pay for his fare. 

Chairman Kine. Did he tell you that he had accepted or would ac- 
cept a loan of $2,000 in addition from Mr. d’Agostino ¢ 

Attorney General McGrarn. No, sir; at no time did [ ever know, 
did he ever tell me that, or I didn’t even know he had the loan until 
it came out again, I think as a result of your inquiry. 

Chairman Kine. Did he state to you that he was to investigate in 
some capacity the Communist trends in Europe or communisin ‘ 

Attorney General McGrarn. I don’t know whether it was before 
he went or after he came back. I knew about his great interest in 
this Italian situation with respect to communism, that he had taken 
over as chairman of an American committee to combat communism, 
apparently a very worthy undertaking. I didn’t know very much 
about. it but it was one of those civic activities which once in a while 
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we are induced to get in. He did mention that he was interested 
in doing what he could to prevent the spread of communism. I 
think he had something to do with probably the letter-writing cam- 
aign. Whether he told me this before he went or after he came 
yack, Mr. Chairman, I am entirely vague. 

Chairman Kine. He did not tell you that he would assist in the 
financial affairs of d’Agostino and the exchange of lire for dollars or 
vice versa / 

Attorney General McGraru. No, not at all. He said that the old 
gentleman had some affairs that would have to be straightened out 
before they could accomplish their main purpose which was to reunite 
his family. 

Chairman Kine. Were you concerned at all, Mr. MeGrath, in the 
light of what little information you had concerning the Ripps-Mitchell 
case, that perhaps he should have been questioned as to what else he 
may have been doing in behalf of Mr. d’Agostino / 

Attorney General McGraru. You see, by that time the Ripps- 
Mitchell case had been concluded, the defendants had gone to jail. 
There was never any association in my mind between Ripps-Mitchell, 
airplanes, or a trip to Europe. I had no more right to tell him he 
could not take his vacation in Italy than I had the right to tell him 
he could not take it anywhere else. 

The only strange thing about it was he did tell me, by way, I guess, 
of explaining to me that he couldn't afford a trip to Europe himself, 
that Carmen d’ Agostino was going to pay his fare; and if they were 
close personal friends and he could help Carmen accomplish the pur- 
pose of uniting his family, probably it was worth the fare. It was not 
for me to raise questions about that. Had he told me he was going 
over to help Carmen’s father get money out of a bank or get dollars 
instead of lire, of course I would have told him he should mind his 
own business. 

Chairman Kine. If any other individual connected with the Depart- 
ment had without your permission taken such a trip, the expenses of 
which were defrayed by the host, you would not have thought it 
unusual ? 

Attorney General McGraru. Not if they had not engaged in any 
wrongdoing or anything. If a member of my Department went to 
Europe and went around throwing his weight around with govern- 
ments and business institutions over there because he was an Amer- 
ican, of course I would take disciplinary action. That didn’t happen 
in this case. 

Chairman Kine. But just the ease as it was described to you by Mr. 
Caudle did not alert vou in the least / 

Attorney General McGraru. No. He was asking me to take time 
off to take a vacation which was coming to him. 

Chairman King. He described the sort of vacation he intended to 
take? 

Attorney General McGraru. And the purpose he was going for, 
the primary purpose. 

Chairman Kine. And did not apprise you at all of his working on 
state matters as Assistant Attorney General / 

Attorney General McGraru. Merely by saying that the old gentle- 
man had to straighten out some of his affairs before he hoped to get 
him probably to come back over to this country to rejoin his wife. 





1690 INTERNAL REVENUE INVESTIGATION 


The nature of these affairs I didn’t inquire about. It seemed to me 
that they weren’t particularly important. The old gentleman, nat- 
urally, if he is going to pull up his roots in a country he was living 
inall these years, might have affairs to be straightened out. If Lamar 
Caudle could help his friend Carmen d’Agostino in that respect while 
he was on his vacation, it didn’t occur to me to be anything more than 
a kindly act. 

Chairman Kine. Then again you would have depended upon the 
ordinary discretion of an attorney at law employed by the Department 
of Justice to avoid, on his own, any associaton or any duty, gratuitous 
or otherwise, abroad that would at all reflect upon himself or the De- 
partment. You merely took it for granted inasmuch as he mentioned 
earlier a personal matter of bringing two elderly persons together. 
Did that constitute the principal point ¢ 

Attorney General McGraru. That is right. Of course, Mr. Chair- 
man, it is kind to put the question that way, but at all times I felt I 
had a perfect right to rely on Lamar Caudle not to do anything that 
was unethical or inconsistent with his duties to his Government or to 
his office. I feel that way about every one of my assistants. I hardly 
fee] justified in putting them through a third degree with respect to 
a matter of that kind when they come and ask my permission to go 
away onatrip. Lam not going to ask them, *What are you going to 
do? Who are you going to see? Who are you going with?” It 
never occurred to me that was necessary. 

Now maybe we have come to a pass in the affairs of men of this 
country where we just can’t turn around without publicizing whom 
we are going with and why we are going and tell all about it, but that 
didn’t happen to be the situation to my mind at that time. I have 
always been brought up in the United States to feel that a man was 
entitled to some liberties and some freedom as an individual and it was 
nobody else’s business to pry into his affairs, and I don’t pry into the 
affairs of people that work for me in the Department of Justice, and 
I never intend to so long as they are personal affairs. 

Chairman Kine. Mr. Kean will inquire. 

Mr. Kran. Is this matter of a request by an Assistant Attorney 
General for permission to make a trip at the expense of a friend some- 
thing unique or something that happens often ? 

Attorney General McGraru. It didn’t happen often, Congressman. 
Lamar made his trip without ever telling me about it. He did come in 
and tell me he was going. 

Mr. Kean. Had it happened before with other people? Have other 
Assistant Attorneys General said they were going to go on a trip paid 
by somebody else ¢ 

Attorney General McGraru. I don’t recall any instance where any 
other Assistant Attorney General went to Europe, or I don’t recall any 
instance where they mentioned who was paying for that trip. They 
always come in and tell me if they are planning to be away. 

Mr. Kean. Mr. Caudle’s cases all seem to be unique cases. You 
testified this morning that the $5,000 airplane fee was a unique case, 
that his actions in the Ripps-Mitchell case was a unique case; that 
his trip to Europe was a unique case. Do you not ever put two and 
two together? 

Attorney General McGrarn. Yes, sir. I put two and two together 
and [usually come up with four. 
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Mr. Kran. In this case this is only three. 

Mr. Byrnes. Did I understand you to say that all the Assistant 
Attorneys General cleared their vacations with you 

Attorney General McGrirnu. They always tell me if they are going 
out of town. 

Mr. Byrnes. That is one matter they do not clear just with Ford ? 

Attorney General McGrarn. Well, there may be instances where 
they do, but usually, if an Assistant Attorney General was going out of 
town, he would pick up the telephone and say, “I am going to New 
York,” or here, there, or elsewhere, “and will be gone so many days.” 

You shouldn't regard it as a queer instance. 

They would advise me so that in the event they were needed by me 
I would know where the ‘vy were without going to a lot of trouble to find 
out. 
Mr. Byrnes. Why would Mr. Caudle inquire as to the propriety 
of having his expenses paid on this trip? Or did he not ? 

Attorney General McGrara. Why should he what ¢ 

Mr. Byrnes. Why would he inquire of vou as to the propriety ‘ 

Attorney General McGraru. He didn’t. He merely told me he 

wanted to take the time off that was coming to him and he was going 
to Europe. And I suppose by way of telling me, as I might have 
suspected, that Lamar might not be able to afford a trip to Europe, 
he said, “Carmen is going to pay the expenses. I am going over to 
help him with this family problem.” 

Mr. Byrnes. As far as vou were concerned, that money element, 
or how it was going to be paid for, was not anything to prompt any 
inquiry or get any clearance on ¢ 

Attorney General McGraru. Not at all, Congressman. 

Mr. Byrnes. You would not be concerned with that ¢ 

Attorney General MeGrariu. No. As long as he was going for a 
proper purpose, and in full reliance—I believe that it Wouldn't oc- 
casion anything that was wrong. I said, “That is fine, Lamar. Go 
ahead. Have a good time.” 

Mr. Byrnes. Even though he now takes the position that really 
that was the way of clearing himself against any criticism on the 
basis that it was not particularly advisable / 

Attorney General MeGrarn. Well, I dont think he is trying to 
clear himself. I don’t know what is going through Mr. Caudle’s 
mind at the present time. [Tam sure to the best of his recolleetion 
he thinks he is telling the complete truth. 

What he might have intended to say is one thing. What he actually 
told me is maybe something different. I think vou gentlemen only 
need to have him before you to realize the state of excitement that 
he is in. 

Mr. Byrnes. Well, now, he also asked you about the propriety of 
taking the 85.000 commission on the airplane. 

Attorney General MoGratru. Well, he told me he had the check. 

Mr. Byrnes. But hie was net inquiring of you for the purpose of 
getting an O. K.¢ 

Attorney General McGraru. Well, I don't know what his purpose 
was. I suppose if T said to him, “Lamar, that’s wrong. You can’t 
take that check.” he might have sent it back. He told me that a 
friend wanted to pay him this commission for selling the airplane. 
I made the inquiries which I recited this morning as to whether or 
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not the plane was or had been Government property and whether the 
parties were in any litigation with the Government. I did not go 
bevond that. 

Mr. Byrnes. Did he approach you in a way which led you to believe 
that he wanted your advice as to whether he should take it or not? 

Attorney General MeGrarn. I didn’t understand it that way. I 
think he was telling me so that if I had any objection I would have 
made it. 

You understand, the transaction was complete. He had the check. 
If he wanted advice from me, he could have come to me long before 
he took the check, long before he made the arrangement for the sale 
of the plane. He did not do that. He didn’t come to me until it 
was a consummated matter. 

Mr. Byrnes. You received it as just gratuitous information then? 

Attorney General McGraru. More or less. I think that is a fair 
way to express my attitude at that time. He was telling me some- 
thing, and I saw no immediate wrong in it, and I said so. 

Mr. Byrnes. This matter of the plane and also the trip to Europe, 
as well as the various other outside activities, Mr. MeGrath, brings 
up a question that I think is fundamental to these hearings and the 
objectives of the committee. That is the question of what is or is not 
appropriate, and particularly what is or is not in conflict with the 
person’s position as a representative of the Government and partic- 
ularly in these tax matters, as a tax attorney representing the Gov- 
ernment. 

As I understand it, you testified when Mr. King was questioning 
you that you thought outside activities and outside interests were 
permissible if they didn’t conflict with Government interests or were 
not incompatible with Government interests. 

Now, relating this specifically to tax matters, and applying it to 
individuals in the Tax Division of the Justice Department. can you 
give us any rule of thumb to determine what is and is not compatible 
and consistent with the Government’s interests ¢ 

Attorney General McGrarn. I can only say, Congressman, that I 
feel that no lawyer in the Tax Division should have any part of a 
law practice that deals in tax matters. 

I further say that it would be an ideal situation for all of us, 
particularly when we have apparently reached the stage where new 
standards of ethics are going to be required of public servants, where 
it would be better if we could have a pay scale in the Federal service 
that would justify us in completely prohibiting any outside practice 
of law. We haven’t got that. Asa matter of fact, the Congress has 
had plenty of opportunity. This problem has been before them, and 
they have specifically failed to do anything about it. They have not 
only failed to do something about it; they have permitted the scale 
of wages for Government attorneys to be such that any reasonable 
man knows that this Government cannot hire the attorneys it needs 
unless they have ways and means of supplementing their income. 

Now, if we are going to have new ee: 3 then we have to adjust 
ourselves in many ways so that those standards can work. 

Mr. Chairman and members of the committee, I can staff the De- 
partment of Justice with lawyers on the present pay scale, but I can’t 
staff the Department of Justice with lawyers that are competent to do 
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the work of this Government on the present pay scale. It is just an 
impossibility. 

And when this situation came up under my predecessor, Mr. Clark, 
and there was some consideration of barring any outside practice on 
the part of lawyers in the Department of Justice, the United States 
Attorneys Association descended almost in a body on Mr. Clark and 
made it very plain to him that practically all of them, at least all of 
the good ones, would have to resign if a rule was put in that prevented 
them from having some outside practice. 

As a result of that, this order that I read to you this morning was 
put into effect, which required these attorneys to be in their oflice 
during the business hours of the day, not to see private clients in their 
oflices, not to engage in criminal practice or not to engage in any prac- 
tice that would be regarded as inconsistent with the statutes or their 
oath of office. Our United Siates attorneys do engage in outside activi- 
ties, and I dare say that most of them, many of them, have to in order 
to make ends meet. 

Mr. Byrnes. I would like to have you particularly analyze this 
from the standpoint of attorneys charged with the enforcement of 
our tax laws. I think you must admit that almost everybody has the 
potential of being in tax trouble at some time or another. 

Attorney General McGrarn. That’s right. 

Mr. Byrnes. Therefore, I think since that is the only concern really 
of this committee, as far as its jurisdiction is concerned, with the 
administration of the Internal Revenue Code and the tax laws, I would 
like for you to apply your rule of thumb or whatever you have as to 
what would be permissible outside practice or outside influence to the 
case of people in the administration of the tax laws. 

Attorney General McGraru. Well, I have said that they shouldn't 
in any matter than conflicts with the tax laws. What kind of a prac- 
tice, then, can they have? Well, I suppose they can do the things that 
other lawyers do. Many of our lawyers teach at night. They teach 
school. We have lawyers in the Department of Justice that wash 
dishes in restaurants nights to help supplement their income. They do 
all sorts of menial jobs. Every once in a while I hear of some instance. 
I am sure we have them doing jobs that are far beneath their dignity 
as lawyers. But they have to do it. They have their families to 
support. 

The problem, Mr. Congressman, is greatly aggravated in the case 
of tax lawyers. because as of today there is no branch of the law that 
is more lucrative in private practice than tax law. Therefore, the 
outside attractions are tremendous, and for us to hold good men to 
meet the competition of outside tax lawyers, I think they have got to 
be permitted to do outside work in accordance with the ethies of the 
legal profession, and every lawyer knows what he should do and 
shone’ do. 


I am not able to sit here and define the line where it should start 
and where it should stop. I feel that the practice of law today is too 
broad for that, particularly so in the city of Washington. 

Mr. Byrnes. Would you consider that it would not be in conflict 
unless the person had trouble at that particular time? 

Attorney General McGrarn. Well, of course, in the tax field we are 
all potentially liable to have tax trouble. I would think that a 





1694 INTERNAL REVENUE INVESTIGATION 


lawyer in the Tax Division should keep entirely away from tax prac- 
tice, regardless of whether he has or may have at some future time a 
tax problem of his own. 

Mr. Byrnes. But you feel that he might represent a client in other 
legal matters as long as it was not in tax matters; is that correct? 

Attorney General McGraru. And not in matters that pertain to 
other sections of the Department or the Government. 

Mr. Byrnes. If he was in the Tax Department, that is what it 
would generally be, would it not? 

Attorney General McGraru. If he is in the Tax Division of the 
Department of Justice, he shouldn't represent somebody that has an 
Indian claim against the Government, for instance; fields as far apart 
as that. It is pretty hard to draw the line. But I agree with vou 
that if we are going to have a new day in these matters, I think it is 
up tothe American Bar Association and the bar associations generally 
to work with sincere agencies of Government and define—— 

Mr. Byrnes. You are talking about having a new day? What do 
vou mean by that? You mean we are going to put in something now 
that is unnecessary / 

Attorney General MeGrarn. Not that is unnecessary. I believe 
that the time has come when we have got to maybe provide that men 
working for the Government can have no other interests. 

Mr. Byrnes. Do vou think that would be advisable, or not? Let us 
get down to fundamentals now. 

Attorney General McGratu. Yes. sir: I think it would be advisable, 
provided you will put up the money to acquire that kind of a public 
service. 

Mr. Byrnes. Of course, you cannot blame misconduct or indisere- 
tion of an individual simply on the fact that somebody does not pay 
him enough, can you? 

Attorney General McGrari. T am not talking now about miscon- 
duct. Tam talking about any outside activity. Maybe the public 
service calls for that. 

Mr. Byrnes. But there is no defense for an individual who is 
charged with an indiscretion to present himself and say, “Yes, but 
[have not been paid enough.” 

Attorney General McGraru. We are not talking in defense of any 
indiscretions. We are talking on the general subject of whether or 
not it is desirable or undesirable that Government lawyers should be 
permitted to engage in any outside practice. 

Mr. Byrnes. And it is your view, as I understand it, that it would 
be advisable to establish a policy where they were not permitted to 
engage in outside practice, and that also along with that the salaries 
should be increased ? 

Attorney General MeGrarn. That’s right. 

Mr. Byrnes. Now, what about outside influences, such as free plane 
trips to Florida and around the country, free plane trips to islands off 
the Gulf of Mexico, free trips around the world or over to Italy, at 
least, fur coats, if you will?) What about those kinds of activities? 

Attorney General McGrarn. Anything that improperly tends to 
influence a public official should be condemned and prohibited. 

Mr. Byrnes. Have you ever taken any action by way of regulation 
to enforce that in your Department ? 
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Attorney General McGraru. No; I have never had occasion to take 
any particular action, nor do I know that any action along that line has 
been taken anywhere in the Government, either in the executive or 
legislative branch. 

Mr. Byrnes. Do you think these things have to be done by statute ¢ 

Attorney General McGraru. No, not altogether. I think many of 
them can be done by a fuller realization of what seems to be publicly 
objectionable. JT don’t believe we have had that realization. 

Let me say it has been accentuated by the hearings of this commit- 
tee and the operations of other committees. I do think some statutes 
are necessary, Congressman. I don’t think it all can be done by di- 
rective from the higher offices of the Government. 

Mr. Byrnes. Certainly a good deal of it can be done by regulations 
of the Department, though, can it not? 

Attorney General McGraru. Well, 1 would rather you wouldn't 
press me for the degree which could be done by one method or another. 
I think that legislation is quite necessary to complement some of the 
directives that heads of departments would wish to make, 

Mr. Byrnes. Do you not think that you might have a rule applied 
to people in the Tax Division that necessarily would not have to apply 
to people in the Criminal Division ¢ 

Attorney General McGrarn. Well, no, that would be bad. If we 
have a standard in the Department, it ought to be a uniform standard. 
You cannot have men in one section being permitted to do one thing 
and people in another having greater leeway. 

Mr. Byrnes. Do you not think that it requires more caution, 
though, as far as an individual in the Tax Division is concerned 
than in some people in other divisions, insofar as that they might do 
something in contlict with their jobs? 

Attorney General McGraru,. I will agree with you that the tempt- 
ation in certain divisions is greater, and the precaution would have 
to be correspondingly greater. But frankly, I don’t believe that a 
lawyer in the Criminal Division of the Department of Justice ought 
to be engaged in any activity that wouldn't be permissible for a 
lawyer in the Claims Division or the Antitrust Division or any other 
division. 

Mr. Byrnes. In discussing the trip of Mr. Caudle to Italy, you 
suggested to Mr. King that you did not think it was anybody’s busi- 
ness as to what the arrangements were with regard to that trip. Did 
vou really mean just that ¢ 

Attorney General McGraru. Well, what I meant to say was that 
Mr. Caudle was going to Europe and he was going with Carmen 
d’ Agostino, and Carmen (Agostino was going to pay his fare, and 
he indicated there was no purpose other than to be of assistance to 
Carmen in bringing his family together. It would seem to me that 
I had no obligation to make a more searching inquiry of him. At 
least, I didn’t make a more searching inquiry of him, because I felt 
that he had frankly told me what he was going to do. There seemed 
to be nothing wrong with it. I depended on my faith in his integrity 
not to do anything wrong. 

Mr. Byrnes. Does it not turn out that he did not disclose all of 
the information to you when he visited with you? 

Attorney General McGrarit. I don't believe he knew when he went 
over, what the old gentleman's problems were. 
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Mr. Byrnes. He knew there were some problems, though, did he 
not, problems that his position might be of some help on? 

Attorney General McGraru. He knew he had affairs to be straight- 
ened out. I rather gathered that he was going to be with Carmen to 
give Carmen advice. I certainly didn’t know what the family prob- 
lems were. 

Mr. Byrnes. No; you did not know about it. That is what I say. 
There were some things that he did not disclose to you about the trip / 

Attorney General McGraru. I don’t think his failure to do that 
indicated an intention to hide anything. 

Mr. Byrnes. He did not disclose everything with regard to the 
$5,000 airplane commission, did he? 

Attorney General McGraru. Well, if facts have developed which 
he did not disclose, again I don’t think he intended to hide anything 
from me. 

Mr. Byrnes. But they were important, were they not, on a proper 
analysis of whether he was discreet or not? 

Attorney General McGrarn. Yes; as it turns out, they were im- 
portant. 

Mr. Byrnes. So that if you really were going to put your stamp of 
approval on him, then you should have had that information ¢ 

Attorney General McGrarn. You must understand that when the 
Italian trip came up, I did not even then know that there was any 
relationship to the airplane commission and any tax case in his De- 
partment. I didn’t have any knowledge of that until this committee 
brought it out in their inquiry. 

Mr. Byrnes. That again goes to the fact that you did not have all 
the information. 

Attorney General McGraru. Congressman, that I guess is true, but 
all of us, | guess, in our daily lives, are acting on information that is 
not wholly complete. I think you experience that in your daily 
work. People come and make most sincere representations to you as 
to why you should support certain causes, only for you to find out 
later on that you haven't gotten all the facts. Now, that happens to 
allofus. It happened to me in these instances, 

Mr. Byrnes. So you just excuse it on that ground? 

Attorney General McGratru. I don’t excuse it. I just say that is 
what happened, 

Mr. Byrnes. It is an everyday occurrence? 

Attorney General MceGraru. No; I didn’t say it was an everyday 
occurrence. I say it isa human occurrence. It doesn’t happen every 
day. At least, it hasn’t happened to me every day. 

Mr. Krocu. Mr, Chairman ? 

Chairman Kine. Mr. Keogh. 

Mr. Keocu. I think that I can state for the record, Mr. Attorney 
General, that one or two specific cases have been pursued with consid- 
erable vigor to some detail. And as I understand the objectives of 
this subcommittee, we are supposed to come up with some recommen- 
dations that might tend to strengthen the administration of the in- 
ternal revenue laws. And to that end, I wonder if I might put a 
few questions to you with respect to the operation of the Tax Division 
of the Department of Justice. 

Would you be good enough to tell me how many lawyers you have 


in the Tax Division? 
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Attorney General McGrarn. I believe at the present time we are 
down to about 72 to 75. We were at one time up above 90. Congress 
has cut our appropriations, so we are now down to—I think the last 
figure they told me was 72. 

Mr. Kroeu. I wonder if you would be able to make available and 
insert in the record at this point a tabulation showing the depart- 
mental appropriation requests, the Bureau of the Budget estimates, 
and the appropriations that have been made by Congress, we will say, 
for the last 4 or 5 years ¢ 

Attorney General McGrarn. Yes. 

I will see that they are prepared and furnished to the committee. 

(The information referred to was not furnished to the committee. ) 

Mr. Keogu. Can you tell me how many cases each lawyer in the 
Tax Division carries at any given time ¢ 

Attorney General McGraru. Our case load at the present time runs 
between 100 and 110. 

Mr. Keocgu. In your opinion, is that a light load or a heavy one? 

Attorney General McGraru. It is an impossible load. 

Mr. Krocu. Would you be able to tell me what percentage of those 
cases are civil and what are criminal and what are both civil and 
criminal ¢ 

Attorney General McGrarn. They roughly break down to about 15 
percent criminal and 85 percent civil. 

Mr. Krocu. Could you tell us in numbers how many of the crim- 
inal fraud cases are referred to your Tax Division each year? 

Attorney General McGrarnu. You are getting into these figures now. 

I think. if vou don’t mind, I would like Mr. Rothwacks to advise 
me. I can talk percentages, but if you ask for specific figures, I would 
rather he would give them to you. 

Mr. Keoou. As I understand it, these cases all come to you from 
the Bureau of Internal Revenue ? 

Attorney General MeGraru. No: they do not all come to us: there 
are some direct referrals. 

Mr. Rothwacks tells me they all come to us from the Commissioner 
of Internal Revenue, but there are direct referrals occasionally, 
though very few. , 

Mr. Kroon. They are relatively few ¢ 

Attorney General McGrari. Relatively few. 

Mr. Krogu. Then, Mr. Rothwacks, would you tell me how many 
fraud cases are referred to your Tax Division each year é , 

Mr. Roruwacks. Mr. Congressman, may I have your permission 
to put into the record at this time a statement, a full statement, of 
the criminal tax cases referred to the Tax Division of the Depart- 
ment of Justice for criminal prosecution and the disposition of those 
cases during the tenure of my chiefship of the Criminal Section, 
September 15, 1950, to ¢ Jetober 31, 1951 ¢ 

During that period, 425 cases were considered by the members of 
mv section. 

Mr. Kroon. How many of them were sent to the United States 
attorneys for prosecution / 

Mr. Rornwacks. Of those cases during that period, 86 were pend- 
ing consideration in the Department of Justice; 188 were pending 
criminal proceedings in the United States attorneys’ offices; 78 of 
those cases resulted in convictions; 9 cases resulted in either no true 
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bills or hung juries or verdicts of not guilty. Of the 425 cases, a total 
of 64 were returned to the Treasury Department for no prosecution. 
Of those 64, 49 were declined on the merits: that is, 15 percent of the 
total cases considered during that period; 15 were declined on health 
grounds. 

Mr. Krogu. How many was that ¢ 

Mr. Roruwacks. Fifteen. 

Mr. Krocu. Fifteen ¢ 

Mr. Roriwacks. One-five. That is, 31. percent of the total number 
of cases during my stewardship of the office, from September 18, 1950, 
up until October 31, 1951. 

Now, I do have statistics covering prior years. And I submit them 
to you, Mr. Chairman, with the warning that these statistics were 
compiled by one or two men in my section, and I cannot vouch for 
their absolute statistical certainty. But I am positive that they will 
give you a subst: antially correct picture. 

Now, these statistics cover the fiscal years from 1947 through 1951. 

Mr. Kroon. Tell me now how many criminal fraud cases were con- 
sidered by the Penal Division, or the Penal Section, of the Tax Divi- 
sion, of the Department of Justice in that period. 

Mr. Rormwacks. During that period 2.350 cases were considered 
for criminal prosecution. 

Mr. Krogu. And do you have the dispositions of those cases sum- 
marized there ¢ 

Mr. Roruwacks. I do, sir. 

Mr. Krocu. Would you tell me what the disposition of them was? 

Mr. Roruwacks. Yes. I will give it to you in round numbers. 

Of the 2.350 cases, approximately 1,630 during that period were 
referred to the United States attorneys’ offices. 

Now, the members of your committee will appreciate this fact, that 
although 2.550 cases were received by the Department of Justice from 
1N47 through 1951, the cases that were referred out during that period 
would necessarily include some that had been received prior to 1947; 
so that there is no absolute correlation. 

Mr. Keogu. At any given date you always have an inventory of 
cases under consideration / 

Mr. Roruwacks. Precisely. That is exactly right, sir. Soe with 
that warning in mind, of the 2.350 cases received, about 1.630 were 
referred to the United States attorneys’ offices for prosecution. Con- 
vietions were obtained in 1,120; acquittals in 36; dismissals in 74. Of 
the 2.350 cases, 625 during that period were returned to the Bureau 
for disposition as to civil liability, which means, of course, since fraud 
is asserted, the imposition of the 50-percent fraud penalty plus interest. 

Now, on a percentage basis, considering this over-all picture from 
147 through 1951, about 25 percent of the cases were returned to the 
Treasury Department for disposition as to civil liability. I wish the 
committee to compare that with the approximate 15 percent that have 
been returned within the last year and 3 months. 

I merely wish to state that that does not necessarily reflect any 
‘hange in policy. It may indeed reflect a change in the caliber and 
strength of the cases transmitted to us by the Treasury Department. 

Mr. Krocn. You alluded to the departmental policy with respect to 
the settlement of civil liabilities in those cases that are returned on 
their merits from your Division back to the Bureau. 
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Would you be good enough to tell me specifically what that pol- 
icy is? 

“Mr. Rormwacks. Mr. Congressman, the function of the Criminal 
Section of the Tax Division is to determine whether the investigative 
facts in a case warrant criminal prosecution. If they do, the case is 
forwarded to the United States attorneys’ oflices for action. If it is 
determined that they do not, the case is either then returned to the 
Treasury Department for implementation and supplementary inves- 
tigation or for disposition as to civil liability. 

"The matter of the disposition of civil hi ibility is then the exclusive 
function of the Treasury Department. And I would merely guess 
and state with some reasonable certainty that in every one of the cases 
returned by the Department of Justice to the Treasury Department 
for civil disposition where criminal prosecution had originally been 
recommended, the fraud penalty of 50 percent on the amount of the 
entire deficiency, and not only that amount of the deficiency to which 
fraud is imputed, is imposed, plus the payment of interest. 

Mr. Krogu. Now, on the basis of your experience as Chief of the 
Penal Section— 

Mr. Roruwacks. Chief of the Criminal Section, Mr. Congressman, 

Mr. Keoou. As Chief of the Criminal Section, can you tell me 
whether it is your — that the consideration of this health plea 
and the application of a health policy is essential to the effective 
administration of the an laws / 

Attorney General McGrarn. Mr. Rothwacks will furnish the sta- 
tistics in answer to your question, but I would like to briefly address 
myself to the health poliey. 

We formerly had a health policy in the Department, where we con- 
sidered, ourselves, the recommendations that were made by physicians 
for the accused, together with such examination as we would see fit 
to have made ourselves. This resulted in considerable lack of uni- 
formity. It also left us in a position where we never quite could 
be sure whether we were right or wrong in the application of the 
health policy. 

Recently—I say “recently”; about a year ago—under my directions, 
the health policy of the Department was changed. It was changed 
not only with respect to tax cases, but it was changed also with re- 
spect to criminal cases, so that we have now a uniform health policy 
with respect to tax and criminal cases. And it is this: That before 
indictment, if the question of health is raised, we have the defendant 
examined by Public Health doctors, and upon the basis of their 
finding alone, so far as we are concerned, although the defendant is 
entitled to have his own doctor's views heard, these facts are presented 
to the grand jury, and the grand jury then determines from the evi- 
dence given by the Public Health doctors and the defendant’s doc- 
tors whether or not an indictment or a trial would be apt to result 
in the death of the defendant. 

After indictment, the policy is that we again require the examina 
tion of a Publie Health doctor. 

Mr. Keogu. Excuse me for interrupting you. But when you say 
“after the indictment,” you mean if the health plea is not interposed 
until indictment / 

Atorney General McGraru. If the issue of health arises after in- 
dictment. This issue of health, of course, only applies as to whether 
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or not a trial would hasten the death of the defendant. In that event, 
the Public Health doctor submits his report to the court, and this 
indictment may be dismissed only on order of the court, not by us at 
all. The court makes the final determination. 

Now, I noticed yesterday that the Bureau of Internal Revenue 
abolished their health policy. I understood it was announced. | 
saw it. But in any event, we have retained and we will retain a 
health policy in the Department of Justice where a question of sub- 
stantial danger to the life of the defendant is concerned. 

We feel, Mr. Chairman and members of the committee, that there 
is no sanction in the law for us to directly or indirectly impose the 
death penalty upon a delinquent taxpayer; and it is for this reason 
that if we have evidence satisfactory to the court that prosecution 
of the case would be apt to result in death, we interpret that to mean 
that we would be applying the death penalty to the defendant if we 
put him to trial, and it is for that reason that we will retain the 
policy. 

Now, as to statistics, I will refer vou back to Mr. Rothwacks. 

Mr. Krocu. During the course of these hearings, the suggestion was 
raised that a possible solution to the treatment of the health policy 
would be to leave the question of the ability of the defendant. to stand 
trial in a criminal tax case up to the district court, as in other Fed- 
eral crimes. But obviously that would not be practical, would it, 
if the grand jury, considering the health plea, refuses or fails to 
return an indictment ? 

Attorney General McGrarn. Well, the representation before the 
grand jury is that indictment may be so upsetting to the defendant 
that it could result in death. So the degree of medical proof before 
the grand jury would have to be substantially greater than it might 
be in the case of a prolonged trial. That is our policy. We do permit 
the grand jury to decide the issue on the representation of the Public 
Health doctors; or after indictment we permit the court to decide it. 

Mr. Krocn. Now, the suggestion has sometimes been expressed 
that the policy of the Department of Justice is to present to a grand 
jury only that kind of criminal tax case in which the Department has 
more than a reasonable certainty of obtaining a conviction. Is that 
a correct statement of the Department’s policy ¢ 

Attorney General McGratnu. No, that is not a correct statement. 
Of course, you must realize that when we enter the field of criminal 
law, whether it be in the tax field or anything else, we have to be 
certain in our own minds that the defendant is guilty beyond a 
reasonable doubt. And there are many doubts that can arise as to 
reasonableness in dealing with tax matters. But it is not true to say 
that we only present those cases where we are reasonably certain of 
conviction. That is just not so. 

Mr. Kroon. And that therefore the Department does not apply as a 
standard for indictment in the tax case any greater degree of proof 
as a prerequisite to the presentation of the case to the grand jury 
than it does in any other criminal case. 

Attorney General McGraru. That is correct. 

Mr. Kroon. The standards are the same ¢ 

Attorney General McGrarnu. That’s right. 

Mr. Kroon. Thank vou very much, Mr. Chairman. 

Mr. Kean. May T ask one question ? 
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Chairman Kine. Mr. Kean. 

Mr. Kean. I want to go back to your statement. I want to know 
exactly what you mean when you say that a new standard of ethics 
would be required. It sounded to me to be a criticism of what the 
committee was doing. 

Attorney General McGrarn. Oh, Congressman, that was not in- 
tended at all. I think we are constantly improving our standard of 
ethics in Government. I think that the work of this and other com- 
mittees has forcefully brought to public attention the fact that we 
have in many instances allowed our standards to drop. I do not mean 
to criticize the work that this committee has done. I think it has 
done and is doing a very fine public service, and to the extent that I 
can help you be a success in that, I sincerely want to do so. 

Mr. Kean. You in no way would excuse the actions brought out by 
the committee ¢ 

Attorney General McGraru. No, no. I don’t want to convey any 
such thought as that. 

Mr. Kean. Because I have not heard of anyone suggesting any new 
standard of ethics, as you mentioned, different from what common 
honesty and simple decency would call for. 

Attorney General MceGrarn. Well, I think from here on out, you 
will find as a result of the disclosures of these committees that people 
working for the Government will be ever so much more conscious of 
what they do and the company they keep and who they permit to be- 
come their intimates. Now, that is what I referred to when I said 
that we will have an increase in our realization that we must adhere 
more strictly to the standard of ethies which we all know to be the 
proper one, 

Mr. Kean. As far as the Department policy is concerned if you had 
a mail robbery, would you also in prosecuting the case consider that 
you would not indict someone because it might hasten his death? 

Attorney General McGrarn. Yes, sir, if the statute doesn’t provide 
the death penalty. 

Mr. Kean. In any case? 

Attorney General McGrarn. In any case, criminal or tax. I might 
cite an example to you, Congressman. We refused to go forward in 
the prosecution of Mr. Foster, who was one of the Communists, on the 
basis of this health policy. His medical testimony was to the effect 
that a trial would kill him, and we even in that case, in which we all 
had a very deep and sincere interest, did not go forward, because we 
were convinced, or the court was convinced, that that might be the 
result. 

Mr. Byrnes. Did you say that you had received word that the In- 
ternal Revenue Bureau had changed its health policy within the last 
day or so ¢ 

Attorney General McGrarn. Congressman, I don’t know whether 
I—maybe I should submit this to counsel. This is an Internal Revenue 
matter. But there came to me yesterday for immediate release from 
the Bureau something that would indicate that. I had understood, 
Mr. Chairman, from my reading of it, that it was a policy. 

My associates tell me that it is a policy they have under consider- 
ation. 

Mr. Byrnes. I see. It would be better, probably, then, if we did not 
go into it at this time. 
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Attorney General McGraru. Yes. Iam sure that counsel has this. 
If not, L would be glad to hand it to him. 

Mr. Byrnes. It struck me that if they had a new policy, since this 
committee has an interest in the health policy, they should advise us. 

Attorney General McGrarnu. It is marked “for immediate release.” 
I didn’t realize that it had not been released. 

Chairman Kine. I have a question or two, Mr, Attorney General, 
that has occurred to me in the course of the other gentlemen's ques- 
tioning. 

Is it not true that the Appropriations Committee recognizes or takes 
cognizance of the allowance for private practice by assistant United 
States attorneys and Assistant Attorneys General? You have been 
before the committee—— 

Attorney General McGrarn. Yes, | have been before the committee 
a number of fimes, and I have heard that statement made, that while 
there is a recognition that these salaries are not what they ought to be, 
these men do have private practice. [Lam sure that it has weight with 
the Appropriations Committee that deals with our appropriation. 

Chairman Kine. Then, Mr. Attorney General, I want to go back to 
the rather well worn airplane commission question again. 

Did Mr. Caudle mention the name of a Mr. Larry Knohl or any one 
as representing a taxpayer in any capacity in connection with his 
request of you for permission to accept the $5,000 commission ¢ 

Attorney General McGraru. To the very, very best of my recol- 
lection, he did not, and therefore I am willing to say to the com- 
mittee that he did not. 

Chairman Kine. And did he, or can you recollect him stating, in 
order to qualify on that last question I put to you, that in any event 
the ‘Vv were going to bev igorously prosec uted ¢ 

Attorney General Me Grarn. Well, of course, if I have no recollec- 
tion of his having mentioned the name, there would be no oceasion 
for mention of anything about prosecution. 

Chairman Kine. That is. you do not recollect, Mr. Attorney Gen- 
eral, that he had qualified his seeking permission of you by stating 
that in any case any one was to be vigorously prosecuted / 

Attorney General McGrarnu. No, sir; 1 don’t remember any such 
conversation as that. It would have certainly been a warning to me, 
and I have no recollection of it ever having happened, Now, what 
was in Mr. Caudle’s mind when he came to see me, what he actually 
told me, =% at he intended to tell me, is something that only he can 
resolve. But I tell you, sir, that so far as my recollec ‘tion goes, it was 
a rather casual conversation, and there was nothing i in it to cause me 
to have the slightest suspicion or concern. 

Actually, this case that now comes up—this commission business 
happened somewhere in September of 1950, and these people had been 
indicted back in 1949. 

Chairman Kine. Very well. I was also struck with this, Mr. Attor- 
ney General. At the time vou were describing briefly the arrange- 
ment of your assistants within the Department of Justice and their 
being Presidential appointees, it occurred to me to review the situation 
we found in the offices of several of the collectors of internal revenue. 
Briefly, it is something like this, 

In several offices, we discovered that in spite of a most efficient or 
inefficient collector, in spite of the fact that little or no time for long 
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periods was spent by the collector at his duties or in his office, indeed 
the offices still had a good oper: ating record. And on searching into 
that situation, we found that in at least two offices good hard working, 
sound civil service officers, fully realizing the inadequ: wey of the chief, 
boxed him in, so to speak, and brought about efficient operations of 
the office. They practically elimin: ited the collector from the picture 
altogether; or he eliminated himself. 

So the thought struck me, and it perhaps would not be fair to 
press you on this situation; and our jurisdiction, of course, would only 
take us up to the office of the Chief of the Tax Division in your De- 
partment. But would you not consider it something to be looked into 
from here out, that in the Department of Justice, with the Assistant 
Attorneys General, those who are Presidential appointees, they in the 
future be appointed by the Attorney General and be directly respon- 
sible to the Attorney General, so that there would not be the feeling 
that these particular men are in a more or less untouchable position / 
For instance, in one collector’s office, I believe we had testimony to the 
effect that a fear was in the mind of several men who had knowledge 
of this man’s improper operations, because of the fact that he came 
upon his job through a different route than they, that they would be 
apt to get in trouble were they to bring to the attention of their 
superiors the shortcomings of this particular Presidential appointee, 
or collector. 

Would you care to state to the committee vour views with respect 
to the Attorney General himself selecting the Assistant Attorneys 
General and thereby eliminating the possibility’ I do not indicate 
that it exists at this time, Mr. MeGrath. 

Attorney General McGratru. Well, Mr. Chairman, T would want to 
give some more mature thought to that. I lean very strongly, per- 
sonally, to the position as vou have expressed it. The Attorney Gen- 
eral of the United States is held personally responsible and account- 
able for the actions of 95 attorneys spread throughout the country, 
most of whom each the Attorney General inherits. ‘They may be fine 
men, and they are fine men. But I believe that if an individual is 
going to have the responsibility, he ought to have the complete power 
to see to it that things are as he would want to have them. 

Now, the United States attorneys around the country today for the 
most part, ] can say, are fine men, and [ believe they are doing a geod 
job, But they don’t owe any particular allegiance to me. T didn’t 
appoint them. They were appointed by predecessors. And that will 
be the same as to the next Attorney General. Their allegiance will 
run somewhere else. And LT believe that serious consideration could 
be given to the fact that if the President is going to hold his Attorney 
General responsible for what happens, the Attorney General should 
have complete say as to who his key men are, down the line. 

Now, I wouldn't carry that tothe extent of assistants to the Attorney 
General, but I feel that there may be great merit to permitting United 
States attorne vs to serve at the pleasure of the Attorney General and 
to be ap pointed by the Attorney Gener: al without consideration to the 
political issues which from time immemorial have guided and con- 
trolled the appointment of United States attorneys throughout the 
country, 

Chairman Kine. TI am pleased to have that statement from vou, 
General. We have received considerable in the way of information 
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that it has not been generally believed or thought of as to the inner 
workings of departments and what does affect morale, what does af- 
fect actions both good and bad, and it has been most revealing. And 
I have been able to see where the method of the selection of this or 
that class has had a definite bearing on the thinking of the personnel 
under such persons. 

Mr. Kean. On that point, the sensitivity of these positions with 
reference to taxes, the extreme sensitivity, I think the thing goes 
even a little higher out. 

Now, Mr. Hannegan, the late Mr. Hannegan, was appointed Com- 
missioner of Internal Revenue in charge of income tax matters from 
1942 to 1944, was he not ? 

Attorney General McGraru. Yes, sir. 

Mr. Kean. Immediately after leaving the Bureau, he became chair- 
man of the Democratic National Committee, on the same day he left 
the Bureau. He remained in that position until October 29, 1947, 
which is the day you became chairman of the Democratic National 
Committee. You remained as chairman of the Democratic National 
Committee from that date until the date you were appointed Attorney 
General, which has the responsibility for the prosecution of all tax 
fraud cases. Now, the chairman of the Democratic National Com- 
mittee is an honorable position. But are the talents which are 
required for that work, which is the raising of party funds and the 
collecting of votes by any fair means, the same qualities which make 
a man the best possible individual for collecting taxes, taxes which 
must be paid witheut fear or favor by Republicans, Democrats, and 
everybody else alike? Without the slightest reflection on you per- 
sonally, it does seem to me that there has been too much connection 
between the Democratic National Committee and the collection of 
taxes over the past 9 years. It seems to me that the appointing 
authorities have not realized the extreme sensitivity of the position. 

Attorney General MeGrarnu. Well, there is much to what you say, 
Congressman, and I can only answer for myself, and 1 say that I 
realized that when I went from the position of chairman of the 
National Committee to that of the Attorney General of the United 
States I had a very serious obligation, probably more than an ordi- 
nary person would have. I have tried to exercise it accordingly. 
I think I can say to you, sir, that so far as the Department of Justice 
is concerned, when I have been there politics has stopped at the front 
door. IL have not permitted it to influence my judgment. And J 
can bring you all sorts of testimony to bear out the statement that I 
have been making. 

I have realized that there is always danger that any decision I make 
may, right or wrong as it may be, objective as I could possibly make it, 
be subject to the possible criticism that it might be prompted by some 
political motive. I tried not to carry those motives from the Nationa! 
Committee to the Department of Justice, and I can say to this com- 
mittee that I think that I have succeeded. 1, of course, was not only 
chairman of the National Committee. I was a Member of the United 
States Senate. And as to my integrity with respect to my duties of 
office there, I shall leave it to my colleagues to judge, and I think 1 
can bring witnesses from both sides of the aisle in great numbers that 
will testify to the fact that they have received fair and impartial 
treatment at my hands. 
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Now, I say that not in self defense, because I don’t think I need to 
make any defense, but I want to say it in answer to your questions, sir, 
that I have always been conscious, since I was Attorney General, that I 
was once at the head of the National Committee and there was always 
the possibility that my actions might be interpreted as political, and I 
have tried hard to avoid any justifie: ation for that sort of thing. 

Mr. Kean. Well, I am not criticizing you. 

Attorney General McGraru. I know you are not. I think it isa fine 
point that you make. 

Mr. Kran. I am saying that I am criticizing the appointing 
authority, because I I do not think that taxes and politics mix, and it 
puts a person like you in too difficult a position when you are head of 
the office, and even more so the Commissioner—when Mr. Hannegan 
went in, even more so than it would you, because you do not have so 
much to do with taxes, of course, as he did. 

Chairman King. The committee will recess for 10 minutes. 

(Short recess. ) 

Chairman Kine. Mr. Duggan, some time back, earlier in the day, 
you mentioned that there was one adverse memorandum or complaint 
in connection with the appointment of Mr. Caudle or his nomination 
to be an Assistant Attorney General. Will you or can you give us the 
detail of that complaint, and by whom ¢ 

Attorney General McGraru. Wouldn’t the committee rather have 
the file itself on that, the FBI report ? 

Chairman Kine. That would be perfectly all right. 

Attorney General MceGraru. Well, we will give you that file com- 
plete. I think you could get much more out of that than an explana- 
tion at this point. 

Chairman Kine. Very well. As far as I am concerned, that is 
satisfactory. 

Without objection, that is the way it will be. 

Now, Mr. Attorney General, would it be possible for you to supply 
the committee with the background material of the personnel, the 
attorney personnel, of the Tax Division ? 

Attorney General McGrarn. Yes, sir. You mean each of the 
lawyers who work on tax cases? 

Chairman Kine. Yes. 

Attorney General McGraru. Yes, sir. A summary of each man 
and his experience and qualifications? 

Chairman Kine. Very good. We will have that? That is fine. 

Now, one other matter which, because of its being prominently 

publicized for quite some time now, is rather well known, is in con- 
soda with the San Francisco collector’s office and the immediate 
situation surrounding it. 

Can you, Mr. Attorney General. enlighten us first on what you know 
concerning the grand jury difficulties in that community in connection 
with the collector’s office and matters concerned with tax cases, and so 
forth? 

Attorney General McGrarn. There are two problems out there. 
One has to do with the collector’s office. That is a Bureau problem. 
The other has to do with our own office, that is, the Office of the United 
States Atorney, Mr. Tramatulo. Included in that are the allegations 
with respect to Mr. O'Gara. 
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The reports that T have received, coming to me from various sources, 
were so conflicting that 10 days ago I asked Mr. Hoover if he wouldn't 
send one of his top men to San Francisco to get me a complete and 
accurate story of what that situation is. He did send out Mr. Hugh 
Clague, who is his top assistant, and Mr. Clague has been out there 
and I believe is out there now, or he may be on his w ay back, but I have 
not received his report. 

When I receive Mr. Clague’s report, I intend to show it to this 
committee. We will then know exactly what the situation is in San 
Francisco. 

I will say to the committee, however, that from what T now know, 
T do not believe that the United States attorney at San Francisco 
should be permitted further to handle these tax situations out there. 
I want to be careful not to say anything that would indicate that Tam 
prejudging the case, that he has done anything wrong, but I think that 
a situation has been created that makes it inadvisable for him to do so, 
and it is my intention to appoint a Special Assistant to the Attorney 
General and put him in complete charge of the tax cases in the San 
Francisco office. That, coupled with the report that I will receive 
from Mr. Clague, T think will give this committee a very complete 
story on San Francisco. 

Chairman Kine. That material will be made available to us, Mr. 
Attorney General? 

Attorney General McGrari. Yes, sir. 

Mr. Kran. General McGrath, you probably have heard or read of 
the publication in the St. Louis Globe-Democrat of the fact that Mr. 
Finnegan was paid 850,000, when he was collector of internal revenue, 
by the Zenith Corp. 

Attorney General McGrarnu. Yes, sir. 

Mr. Kran. The papers say that he was paid this money with the 
hope that he might influence vour Department to force certain movie 
companies to let the Zenith company have films which they could shew 
the public on an experiment with wire television. 

After the money was paid, the companies did get the films. How- 
ever it was. I believe, after the Justice Department Antitrust Division 
had already acted. And Finnegan, as far as I gather, approached 
the Zenith Corp. in September 1950. 

But. just before that. the Antitrust Division had received assurances 
that the companies would supply the films. So, the only intimation 
of possible wrong in your Department would be that there might 
have been a leak to Mr. Finnegan and that he knew that the companies 
were going to get the films. 

Could there possibly have been such a leak? 

Attorney General McGrari. T don’t believe so, Mr. Congressman. 
How Finnegan came to become associated with Zenith is something 
this committee would have to determine by their own exploration. 
The facts on that situation are that some 53 or 4 months before there 
was any mention of Finnegan the head of the Antitrust Division came 
to me and said that Zenith was endeavoring to get some film to run 
an experimental project of sending movies over telephone wires, and 
that they were running into a consistent policy on the part of the 
movie producers against giving them film. He said that he regarded 
this as a clear violation of the moving- picture decree and asked my 
permission to do something about it or look into it.  T said, “With- 
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out any question, by all means, if they have entered a concerted action 
to deny to Zenith moving-picture film, you should look into it. 

I had no further contact with the case until one day at some later 
period, and I can’t relate that to the Finnegan story particularly. 
But, ata later period, Mr. Bergson came back to me, and he said, 
“Well, I have worked out that problem, and,” he said, “the movie com- 
panies have agreed to give Zenith the film they want. ‘There is only 
one condition, and I think it is a reasonable one.” 

I said,“What isthat 4” And he said, “They don’t want to give them 
films that had been produced within the last 12 months.” 

Mr. Kean. Do you know the date of that conversation approxi- 
mately ¢ 

Attorney General McGraru. No; I don't. 

Mr. Kran. I am trying to see whether it wasn’t before Finnegan 
was employed. 

Attorney General McGraru. Let me see. [might be able to. 

I guess Mr. Bergson would have reported that to me prompt ly after 
he had entered the agreement, 

I have also checked very carefully, and I find that at no time did 
Mr. Finnegan come to the Department of Justice or approach anyone 
in the Department of Justice. 1 don’t believe he was ever in the 
building on this subject. He certainly never talked to me. There is 
some evidence that he talked to a man who was in the Antitrust 
Division; Mr. Boy kin. | believe his name was, or Mr. Borkland. He 
is supposed to have had luncheon with Mr. Borkland. Borkland says 
that he positively never mentioned anything about Zenith or movie 
film; that all he did was ask Borkland if he was interested in having 
the top job, that Bergson was getting out, and would he be interested 
in being recommended for appointment as the Assistant Attorney 
General in charge of the Antitrust Division. 

Mr. Kean. What did Mr. Finnegan have to do about that / 

Attorney General McGraru. Not a thing, sir. He was taking over 
inv prerogatives. But he never talked to me about it. I never saw 
him and never discussed any of these matters with him whatsoever. 
Now, how he horned in on this Zenith matter is something that I can’t 
answer. But the Department was in that for months before he ap- 
peared, and I believe that it was the Department of Justice that 
worked out this problem. 

I think it was just and fair that we should work it out. And why 
Zenith or any other of these companies feel that they have to go out 
and hire influence peddlers when the door is open and the welcome 
mat out and they can come to us, is something I don’t understand. 

But some of these movie companies do that sort of thing, and we 
shouldn't be blamed for it. 

Mr. Kean. In other words, you think the Zenith Corp. just threw 
$50,000 down the drain ¢ 

Attorney General McGraru. If they gave it to him, they certainly 
did. We were prepared in that case to go into court on an injunctive 
proceeding or on a contempt proceeding, holding these movie people 
in contempt if they continued to act concertedly together to deny 
film to Zenith. That is the complete story on that case. 

Mr. Kean. I think the date when you had the conversation would 
be of interest. 
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Attorney General McGraru. I will try to verify that, Congress- 
man, 

Mr. Byrnes. You said the question of how Finnegan became asso- 
ciated with Zenith or entered into this deal with Zenith was a question 
that was the responsibility of this committee. By that do you mean 
that—— 

Attorney General McGraru. No; T didn’t mean to say it was the 
responsibility of this committee. 

If the committee wants to know why Zenith hired Finnegan, I sup- 
pose it can find out by due inquiry. But it doesn’t seem to me that the 
Justice Department had anything to do with Finnegan, an'l we had 
nothing to do with Zenith except to try and give them a service. If 
Zenith was foolish enough to go out and try to buy some political 
influence, that is not our particular concern. 

Mr. Byrnes. It is apparent to you, from this, that that was what 
Finnegan was trying to do—sell political influence ? 

Attorney General McQraru. Well, what else could it be? 

Mr. Byrnes. I am asking you that question. 

Attorney General MeGraru. And I am answering in that manner. 

Mr. Byrnes. What is your answer, though? 

Attorney General McGrarn. Yes. He certainly didn’t have any 
connection or influence in the Department of Justice whatsoever, and 
as near as I have been able to find out after a very thorough in- 
quiry he never even approached us on it. 

Mr. Byrnes. When people become engaged in what appears at 
least to be selling of influence, where that influence is the Department 
of Justice, does the Department of Justice become concerned ? 

Attorney General McGratu. Yes, sir; we are concerned, concerned 
to the extent that we try to find out if there is any basis for it, if any- 
body was approached. There is not much we can do if somebody goes 
out and yaguely tries to peddle influence. 

Mr. Byrnes. You investigate it and try to find out what the facts 
are ¢ 

Attorney General McGrarn. Yes,sir. Ihave told you the facts. 

Mr. Byrnes. You have not told us much where Finnegan was con- 
cerned. You said maybe we ought to find out ourselves if we were 
interested. 

Attorney General McGraru. Why Zenith hired Finnegan is none 
of my concern. 

Mr. Byrnes. Even though it is apparent on the surface, as you said, 
that Finnegan was retained by them to get some influence with the 
Department of Justice? 

Attorney General McGrarn. Well, I don’t know that he was re- 
tained for that purpose. All I know is that he did not come to the De- 
partment of Justice. He did not influence the Department of Justice. 
The Department of Justice’s action in that case was prompted by the 
proper motives of the performance of its duty. 

Mr. Byrnes. As long as that is the case, you are not concerned 
particularly as to what activities Mr. Finnegan engaged in? 

Attorney General McGratu. Why, there are lawyers in this town 
every day that are telling clients they can get this, that. and the other 
done in the Department of Justice and elsewhere. We would need 
10,000 policemen to follow up that stuff. 
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All we can possibly be expected to do is to see that the purity of 
our own service is maintained. And in this instance, I did that, and 
I determined that no one in the Department of Justice had any traffic 
with Finnegan. 

Mr. Byrnes. You do not think there is anything that need be done 
by the Department to put the lie to what these influence peddlers pur- 
port to say in selling their wares? 

Attorney General McGratu. I am afraid that if I spent the appro- 
priations Congress gives me for running the Department of Justice 
for running down rumors of that kind, I would have very little left 
for the legitimate running of the Department. It is very easy for 
the committee, if it wants to know the lawyer-client relationship which 
existed between Zenith and Finnegan, to ask them about it, but it 
didn’t seem, sir, that it was any concern of mine as long as what hap- 
pened in the Department of Justice was right and proper. 

Mr. Byrnes. You signified before that you had attorneys in the 
Tax Division and in other divisions who found it necessary to supple- 
ment their income by, I think you suggested, washing dishes and 
waiting on table, and this, that, and the other thing. What do these 
attorneys receive by way of salary? What does the Deputy Attorney 
General receive 

Attorney General McGrarn. I believe he gets 817,500, 

Mr. Byrnes. $17,500 What does an Assistant Attorney General 
get ¢ 

Attorney General McGrarn, $15,000. 

Mr. Byrnes. What is the next person down in line? The chief of 
the section ? 

Attorney General McGraru. $10,000, maybe $11,000, $10,300. 

Mr. Byrnes. And then what is the average for the average attor- 
neys within the section ? 

Attorney General McGrarn. It would probably run around $6,000 
to $7,000, and down as low as maybe 34,000 or $5,000; a range from 
probably $4,000 to $8,000, j 

Mr. Byrnes. Any place from $4,000 to $8,000. If a person gets 
$4,000, is he a new attorney and a ‘young attorney / 

Attorney General McGrarn. Yes. They are all graded according 
to a civil-service standard. We begin with what we call, I guess, a 
GS-3, and it runs up then to GS-15 

Mr. Byrnes. There are a few general matters here that I would 
like to get clarified, Mr. Attorney General. 

We have heard during the course of these hearings about a great 
amount of pressure being put, particularly on the Tax Division, by 
Members of Congress in tax cases. 

Have you ever been asked by a Member of Congress to intervene in 
a tax case f 

Attorney General McGrarn. No, sir. 

Mr. Byrnes. Have vou ever been asked by a member of the Demo- 
cratic National Committee or the Republican National Committee to 
intervene in a tax case ¢ 

Attorney General MceGrarn. No, sir. 

Mr. Byrnes. Have you ever been asked by anybody to intervene in 
u tax case, other than an attorney of record for the taxpayer ? 
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Attorney General McGrarn. Lots of people come to me and talk 
to me about tax cases; every type of case. IT haven't been asked to 
intervene. IL have often been asked in particular instances if 1 
wouldn’t take a personal look at something. It’s very often put that 
way: “Won't you look at this yourself?” And T in turn always pass 
that down to the head of the division, saving, “I have this request. 
Won't — look at this vourself?” So, L assume it goes down in that 
Ihanner 

Mr. Byrnes. Well, who would ask vou to do that sort of thing? 

Attorney General McGratu. Lawyers, people that are interested in 
cases, if they feel they are not getting a right shake, or they are not 
being understood by the Department, ask for a conference with the 
Attorney General. They come in, tell me their problem. 1 simply 
pass it on down to the next official in charge. I never go over the 
head of the Division involved. In a criminal matter, I would go to 
the Assistant Attorney General in charge of Criminal ‘and say, “So 
and So has made such and such a representation for your information. 
Look into it.” Usually the report comes back that there is nothing 
wrong: that the case is pretty well understood. 

But people do get the notion, lots of people get the notion, that 
maybe they are not getting a fair shake down below, and if somebody 
up above would look into it it might make a difference. People have 
those ideas. 

We see everybody that asks for an appointment, listen to them, and 
if they havea complaint we try to run it down. 

Mr. Byrnes. Have vou been asked by any Members of Congress to 
take a special interest in any specific cases / 

Attorney General McGratru. No, sir: [have been asked by Members 
of Congress very often for information about cases. 

Mr. Byrnes. But you never had what would be called pressure to 
dispose of a case one way or the other / 

Attorney General McGraru. No, Congressman, never. 

Mr. Byrnes. Nor to personally take a case under advisement ? 

Attorney General McGrarn. 1 don't think so. I don’t think Mem- 
bers of Congress have put it that way. Other people have from time 
to time, saying, “Won't you look at this yourself?” Lawyers have 
said that to me: “Won't you please look at this yourself?” And of 
course, T always say, “Well, I will find out what it is about.” 

Mr. Byrnes. But it has never been for the purpose of influencing the 
case: is that correct ? 

Attorney General McGratu. No. That is correct. 

Mr. Byrnes. No mention has been made this afternoon or this morn- 
ing about the commissions that Mr. Caudle received for acting in a 
sense as a broker of oil interests. Did he ever discuss any of those 
commissions with you ? 

Attorney General McGrarn. No, T never had the slightest idea that 
he had any interest in oil one way or the other; never mentioned the 
subject to me in his life. 

Mr. Byrnes. That was one occasion where he did not seek your 
opinion ¢ 

Attorney General McGratu. That was probably my lucky day. 

Mr. Byrnes. Now, from the facts that have been available concern- 
ing the airplane trip transactions, if you had had all of that informa- 
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tion at the time Mr. Caudle talked to you, would you have approved it ? 

Attorney General McGraru. [ am sure I wouldn't have. 

Mr. Byrnes. You would not have. If the Assistant Attorney Gen- 
eral today asked you about the propriety of taking a commission for 
engineering the sale of an airplane, would you ask for fuller details 
than you did in the ease of Mr. Caudle 

Attorney General McGraru. Oh, yes. I have learned a lesson 
from this experience. Of course I would ask for more details. 

Mr. Byrnes. You no doubt read in the papers about the Teitelbaum 
case, the revelations that were made to this committee about an at- 
tempted shake-down ¢ 

Attorney General McGrari. Yes. 

Mr. Byrnes. When did it first come to your attention that there 
were rumors about a shake-down in this case? 

Attorney General McGrarn. When Teitelbaum appeared before 
this committee in open session. I had never heard the name before 
that. 

Mr. Byrnes. You never heard of any attempt to extort money on 
the basis of fixing a case that might be before the Tax Division of 
the Justice Department ¢ 

Attorney General McGrarn. Never heard of it, Congressman. 
Never heard the name before. Never heard the name of Nathan 
before. 

Mr. Byrnes. That is a pretty serious charge, is it not? 

Attorney General McGrarn. It certainly is. 

Mr. Byrnes. Is that not a sort of a charge that the Attorney Gen- 
eral himself would take cognizance of ? 

Attorney General McGraru,. I did, sir, as soon as I heard it. I 
ordered a grand jury convened to investigate the whole matter. I 
had not heard of it before that. Neither Mr. Caudle nor anybody 
else ever told me there was such a rumor. 

Mr. Byrnes. Now, we had evidence before this committee that this 
purported shake-down was reported to personnel in the Tax Divi- 
sion—I believe the time was sometime in August—by Mr. Cohen. 
And the details of the purported shake-down were given to oflicials 
in the Department of Justice at that time. Can you explain why that 
information was not immediately given to you ? 

Attorney General McGrarnu. No, sir. TI can’t explain why Mr. 
Caudle didn’t tell me about it when he heard it. But he didn’t tell 
me. He didn’t tell the Deputy Attorney General. He told nobody. 

Mr. Byrnes. I am talking about Mr. L. T. Cohen. It is my under- 
standing that he talked with Mr. Turner Smith about the matter. I 
had better check to make sure if that is accurate. 

Attorney General McGraru. Congressman, it doesn’t make much 
difference who Cohen told, whether it was Smith or Caudle. The fact 
is that neither of them gave any intimation to me or to any of their 
other superiors in the Department. The Teitelbaum matter came 
over to the Department as a case on the 14th of November 1951. Now, 
these rumors apparently had been around sometime prior to that. I 
had never heard the name of Teitelbaum. 

Mr. Byrnes. It was my recollection, Mr. McGrath, that the testi- 
mony shows that when Mr. Cohen first received information about 
this shake-down, he did talk to Mr. Turner Smith about it in order 
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that he would be reporting it to somebody in the Department. Why 
would not Mr. Smith immediately report such a thing to you? 

Attorney General McGratu. He should have reported it to Mr. 
Vanech or to myself. But he didn’t. 

Mr. Byrnes. Well, is there not something wrong in a Department 
when something as startling as that can occur, and they receive infor- 
mation about it, and the front office is not told anything about it 
whatsoever ? 

Attorney General McGrarn. There is something wrong with the 
individual for not doing his duty, but I don’t see how you can lay the 
blame for that, a man keeping something to himself, keeping it a 
secret—I don’t see how you can lay the blame for that on the official 
of the Department. I had no way of knowing anything about Teitel- 
baum. I had never heard of the man. 

Mr. Byrnes. Is there not something wrong with the pipelines, then ? 
Now, we have had the Ripps-Mitchell case, and the situation of the 
leak there. You do not like the use of the word “leak.” T will use some 
other word. Of information getting out to the defendants that might 
be prejudicial to the Government’s case. You have a severe personnel 
problem, where an attorney, a capable attorney in the Department, is 
not given tax cases, and it appears that they are not given to him 
because he goes ahead and prosecutes a case when the head of the 
Division was not very enthusiastic about the prosecution. That does 
not get to you. 

It seems to me there is a record here of a good number of things 
which on their face are very serious matters, and they are not getting 
to the Attorney General, apparently. 

I am wondering whether you cannot give the committee some sug- 
gestions as to what can be done to avoid that in the future. 

Attorney General McGraru. I can put somebody at the head of that 
Division that will certainly see to it that we have pertinent infor- 
mation. 

Mr. Byrnes. Of course, you have said that you had these people. 
You had Mr. Ford and your deputies that you had complete reliance 
on. And yet information gets to them that would seem to be of very 
serious nature, and still it does not get to you. 

Attorney General McGrarn. If they handle a matter, that is done, 
they would report it to me if they thought it was pertinent that they 
should. I have gone all over that. I have told you how the matter 
functions. There is certainly nothing wrong with what Mr. Ford 
did in the Mitchell case. He thought he had the matter settled. He 
simply reported to me what he had done. His actions seemed to be 
satisfactory. 

Mr. Brrnes. When you find out about things that you should 
know—— 

Attorney General McGratn. Congressman, I am sure there are 
many things you ought to know about in your department, that you 
don’t know about. 

Mr. Byrnes. I do not doubt it at all. I would like you to call my 
attention to them. 

Attorney General McGrarn. I would like to have you call attention 
if there is something in my shop. I am not trying to prevent myself 
from knowing these things any more than you would. 
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Mr. Byrnes. Well, if somebody had a shake-down like that in my 
office, I will tell you I would know about it darn quick, and if something 
came out about a leak that was prejudicial to the activity of my office, 
I would find out about it pretty quick. 

Attorney General McGratrn. There you might, because you have 
some fine people working for you. 

Mr. Byrnes. I do have. 

Attorney General McGraru. But here was a case where I put 
reliance on these men, and I had every right, 1 thought, to rely on 
them. If they have been false to that reliance, I don’t think’ this 
committee can reasonably place the blame upon me. 

Mr. Byrnes. What do you do, Mr. Attorney General, when you 
find an instance where you should have been advised of a matter, and 
for negligence or some other reason it was not brought to your 
attention ¢ 

Attorney General MceGrarnu. Well, as to these incidents that now 
come out, once I learned about them I would have taken disciplinary 
action both against Mr. Caudle and Mr. Smith for not informing me. 

Mr. Byrnes. Have you taken any action since the Teitelbaum case 
came to your attention to make it “clear to the personnel under you 
that things of that nature at least should be immediately brought to 
your attention / 

Attorney General McGraru. Well, all I have done on that so far 
is to order a grand jury to go into all of the facts. I think that I 
may say that I have complete faith in the heads of these other Divi- 
sions, and I am sure that they will see to it that 1 am informed of 
matters that I should be informed about. 

Mr. Byrnes. This is an unusual situation / 

Attorney General McGraru. The whole combination of cireum- 
stances is unusual, Congressman, and it is a thing that was cumulative, 
and, maybe by design, Mr. Caudle kept some of these things from me. 
I am not saying that he did by design, but it could be. At least, when 
Mr. Caudle was willing to come to me on some of the matters that 
he did come about I had every right to expect that he should have 
come on some that were much more serious, such as those that you 
have mentioned. But it just so happens that he did not, nor did he 
go to other superiors. 

Mr. Byrnes. Did anybody ever call your attention to the fact that 
it might be embarrassing to Mr. Caudle and to the Department 
because of Mr. Caudle’s association with a certain Mr. Nathan ¢ 

Attorney General McGraru. No: 1 never heard Nathan’s name 
mentioned, 

Mr. Byrnes. You say this case is in process of being presented to 
a grand jury. Do you speak of the matter of perjured testimony or 
are you talking about the question of a purported shake-down ¢ 

Attorney General McGraru. Wherever the t testimony developed by 
the grand jury may lead. There is no limitation to the power of that 
grand jury to proceed to the end of the matters that are involved in 
this affair, whether it is perjury or whether it is something else. That 

ean only be determined after the grand jury gets into the facts. 

Mr. Byrnes. It is your intention, and your instructions, that the 
complete matter shall be presented to the grand jury, to go into all 
of the details and all of the aspects / 
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Attorney General McGraru. Yes, sir. This is not a limited grand 
jury in any respect. Actually, we couldn't limit a grand jury, but | 
want the committee to know that there is no intention that we would 
even try. . 

Mr. Byrnes. Now, just a few cases that I would like to get your 
opinion on, as to hier you think the activities are in keeping with 
sound practice as far as Government officials are concerned. And I 
particularly relate these to people that are dealing with tax problems, 
such as the Tax Division of the Justice Department and anybody 
having anything to do with the operation or supervision of that 
Department. Do you think that it is proper for a Government 
official to accept free airplane rides ¢ 

Attorney General McGratni. From people having tax trouble with 
the Government ? 

Mr. Byrnes. Well, first, let us put it generally. 

Attorney General McGrarn. Well, I think it depends on the cir- 
cumstances, the relationship that may exist between the parties for- 
mally. I don’t think it would be proper to accept a free airplane 
ride from a complete stranger. I don’t think it would be proper to 
accept it at all from anybody that had anything to do with or had any 
‘ase pending in the Department. I can conceive of situations where 
aman might get an airplane ride that complicates nothing, the same as 
he might get an automobile ride. Tf somebody is going to Baltimore 
and gives him an automobile ride, I see nothing wrong with that. 

Mr. Byrnes. Well, you would not compare an automobile ride to 
Baltimore with an airplane trip to Miami or an island off the Gulf of 
Mexico, would you 4 

Attorney General McGratru. No, sir; | wouldn't. I think if those 
trips were taken with somebody that has been a long-time friend or 
somebody of the kind, if a trip was being made and some Government 
official went along on the trip, where there is no complication or no 
involvement, the mere fact that it is an airplane makes it no different 
than if it were an automobile. But to set up a special trip for the 
purpose of entertaining a Government official or currying favor with 
the Government official, of course, | must say that I think that is 
wrong. 

Mr. Byrnes. And it would be particularly wrong if the person who 
Was sponsoring the party was a tax lawyer doing business with the 
Department and had clients who had cases there ¢ 

Attorney General McGrarn. Very definitely. 

Mr. Byrnes. And also if it was sponsored by a taxpayer who had 
a case pending or had the potential of a case pending? 

Attorney General McGrati. Very definitely. 

Mr. Byrnes. Would you apply that same rule to accepting free 
vacations ¢ 

Attorney General McGrarn. Yes, sir. 

Mr. Byrnes. Would you apply the same rule to accepting gifts? 

Attorney General McGraru. Yes, sir. 

Mr. Byrnes. Would you apply the same rule to accepting fees from 
corporations ¢ 

Attorney General McGrarn. I think so. It depends on the—well, 
the same rule, yes, whether the corporation is involved with the Gov- 
ernment or conceivably is involved with the interests that the employee 
owes his first duty to. . 
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Mr. Byrnes. What would be your view, or would the same rule 
apply, as far as purchasing items wholesale through a taxpayer or a 
taxpayer's representative who is in tax difficulties? , 

Attorney General McGraru. Yes; I think that would follow the 
same rule. 

Mr. Byrnes. What about borrowing money from taxpayers ?¢ 

Attorney General McGrarn. Exactly the same. 

Mr. Byrnes. Would there be any difference whether the taxpayer 
was in difficulty at the time or not? I mean, other than a commercial 
interest. 

Attorney General McGratru. Well, everybody is a potential tax- 
payer, and people do borrow money one from the other. If men were 
friendly enough and there were other circumstances to indicate any 
ng ‘why one man should want to help another by making him a 
loan, I don’t see anything wrong with that, so long as the man was 
not in trouble or in immediate prospect of trouble. 

Mr. Byrnes. A very serious question has arisen on this same line. 
It is a little different from some of these free gifts, and so forth. But 
I think it would be well to receive your views on it, Mr. MeGrath. 
And that is: To what extent should a person in the Government, and 
particularly one having to do with taxes, be in the position of, let us 
say, a director of a corporation or a controlling stockholder of a 
corporation ¢ 

Attorney General McGraru. Well, I think if one has the controlling 
stock of a corporation, has an investment, it is perfectly proper. T 
don't think he needs to give that up merely because he works for the 
Government. 

With respect to being a director of the corporation, if there is no 
conflict with his public duties, I don’t see that that needs to com- 
promise him. 

Mr. Byrnes. Is it not pretty difficult in the case of a tax collector 
or a person enforcing the tax laws to determine whether there is a 
conflict or will eventually be a conflict ? 

Attorney General McGrarn. I don’t think we ought to assume that 
people are going to be guilty of things until they actually are guilty, 
and I think that men in Government or in those positions can be de- 
pended upon to be honorable enough to immediately disqualify them- 
selves if an issue of conflict arises. 

Mr. Byrnes. Your general opinion as to these activities would 
apply whether they related to the head of a department or assistant 
or a deputy assistant, or where they applied, would they not ! 

Attorney General McGrarn. Yes, sir. 

Mr. Byrnes. The other day in the paper, Mr. McGrath, you were 
reported in connection with the speech which you made before the 
Federal Bar Association at the Willard Hotel as saying. “I believe 
when all the storms and the winds have passed no one lawyer working 
for the United States will have been found to have been derelict in his 
duty or to his oath of office.” 

Is that a correct quotation ? 

Attorney General McGrarn. Yes: it is a correct quotation, Mr. Con- 
gressman. But you must understand that this was an extempora- 
neous speech that I made at this association. When I went there I 
had no intention of making a speech at all. It was an assembly of 
Government lawyers. And what I intended to do was to give them a 
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lift and an encouragement, as the Attorney General, speaking to them 
at a time when their morale could be considered to be low. You 
use phrases sometimes that if you sat down and wrote them out by 
word—you would express them another way. 

What I was expressing there was my deep conviction in the integrity 
of Government lawyers generally and my fondest hope that when ail 
of this has been explored no lawyer would be found to be guilty of 
illegal or unethical conduct. That is all that amounted to. 

Mr. Byrnes. It had a familiar ring, Mr. MeGrath. Mr. Dunlap 
made a similar statement some months ago at the National Press Club, 
that the Internal Revenue Bureau, to all intents and purposes, had no 
difficulties. It also smacked of a statement that Mr. Schoeneman and 
Secretary Snyder made before this committee a year ago that there 
was no trouble at all as far as the Internal Revenue Bureau was con 
cerned. 

I wondered whether we would have the same history here. 

Attorney General MeGraru. I didn’t mean it in that way, and I 
certainly wasn’t copying them. IT think I could best describe myself 
on that occasion as being in the position of the head coach between 
the halves, trying to give the team a little pep talk, keep up their 
morale, make them feel it was the decent thing to work for this Gov- 
ernment. I could be proved to be wrong in one or two instances, but 
I don’t think that affects the basic premise of my speech. 

I read in editorials every night statements that I could point out to 
be untruths, misstatements. Unfortunately, we don’t have a forum 
to blast that out to the world. But let a public official open his mouth 
and use a wrong phrase or use a phrase in speaking generally that they 
want to make a specific, and you are condemned from one end of the 
country to the other. 

1 am not taking back anything that I said in that speech. IT am 
trving to let you know the atmosphere in which it was made and why 
it was made, to encourage Government lawyers in their work, to 
make them feel that the people do have respect for them. And I cer 
tainly have the right at least to express the hope, however poorly 
I may have expressed it, that in the end no lawyer would be found 
to be guilty of illegal or unethical conduct. If Tam wrong, sir, in that. 
Tam sure I will be w rong in a very, very minor degree. 

Mr. Byrnes. Well, I just wanted to make it clear what your inten 
tion was in that purpose, and whether you did or did not mean that as 
far as you were concerned, there were not any bad eggs left. 

Attorney General McGraru. 1 didn’t mean to convey that impres 
sion. I meant to say to the fellows there that I thought they were a 
great bunch, and to keep their chin up and do their work for the 
Government and be proud of the fact that they are lawyers for this 
Government. That is all I intended to convey. 

Mr. Byrnes. One final question, Mr. MeGrath. 

You are acquainted with the various revelations that have been made 
to this committee, particularly in the last few weeks, and particularly 
with reference to some of the things in the Tax Division in the Justice 
Department, and I will ask you this: How could matters of that mag 
nitude come to the attention of the committee, this committee here, and 
be investigated by it, without coming to the attention of the chief 
law enforcement officer and the Chief of the Department, the head of 
the Department ? 
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Attorney General McGraru. The answer is very simple. This com- 
mittee had the power of subpena. It subpenaed Mr. Caudle on the 
basis of rather sparse information that IT am sure it had at that time. 
While he was here before the committee Mr. Caudle talked openly and 
freely to the committee. He told the committee things that he had 
hidden from us. That is the way that all investigations are conducted. 
I neither had the power nor the opportunity at any time to elicit the 
information from Mr. Caudle that it was within the power of this 
committee to receive and that the committee did receive. 

And on the basis of what you learned in your executive session, you 
were able to elaborate on that in your public hearing. 

I do regret that when the committee had learned these things it 
did not inform me of them so that I might even then have looked into 
them. But the committee never did give me the information which 
they elicited in their executive session. It’s all right with me. They 
don’t have to. But | think if the committee was really desirous of 
helping one in my position’do a good job in his department, it would 
immediately have furnished me with that information. I would have 
been happy to receive it. Lam not complaining that you didn’t give 
ittome. You probably had good reasons for not, whatever they may 
he. But it is because you were able to develop the case that way and 
with tools that [did not have at my disposal, that you were able to 
make these revelations when Thad no way of knowing them. 

Mr. Byrnes. Are vou telling the committee that Mr. Caudle would 
not have talked with vou and gone over the details of these transactions 
with you ¢ 

Attorney General MceGrarit. I suppose he would if I had the slight- 
est inkling that these were matters that he was concerned with. But, 
Mr. Chairman, I would have to adopt the attitude of one who calls in 
an associate and asks him that famous question, “Have you stopped 
beating your wife?” And I never felt that the man had ever beat his 
wife. 

Mr. Byrnes. As I understand, it is your position that we were able 
to doa job here that vou were not able to do because we had the power 
of subpena. 

Attorney General McGrarn. You have the broad power of legis 
lative investigation, a very broad power. You are not hampered by 
the rules of evidence. 

Mr. Byrnes. Are you hampered when you are dealing with your 
Assistant Attorneys General? 

Attorney General McGrarn. At least 1 must be forewarned of 
something that was inquired about. 

Mr. Byrnes. At least the committee is forewarned. We do not 
just subpena a man out of the air. 

Attorney General McGrarn. I assume the committee had com- 
plaints. I don’t know how the committee started its investigation, 
I know vou did talk to Mr. Caudle in executive session. I don’t know 
what he told you. I am sure he told you many things he never told 
me or that I had any suspicion existed. 

Mr. Byrnes. The Federal Bureau of Investigation is part of the 
Department of Justice; is it not ¢ 

Attorney General McGraru. Yes, sir. 

Mr. Byrnes. It is a pretty good investigative ageney / 
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Attorney General McGrartu. Yes, sir; and it investigates anything 
that comes to its attention, and it has lots of agents all over this 
town. Never once did it come to the notice of those agents that these 
things existed. 

I am confined to my office, to my duties, hour after hour. The 
Bureau has agents that are investigating and inquiring into many 
things. If I had had the slightest idea that these things ought to 
be inquired into, I would have asked the Bureau to do it. 

Mr. Byrnes. It seems to me, Mr. McGrath, that the facilities of 
the Department of Justice, with the entire Federal Bureau of In- 
vestigation, are certainly superior to the authority and the facilities 
of this committee to find out about activities within the Justice 
Department. 

Attorney General McGraru. We don’t send the Federal Bureau of 
Investigation out to make investigations unless information comes to 
our attention or we have a complaint. It so happens that in this 
case I didn’t have that justification. Without it, if I had asked the 
Bureau to make an investigation, they would have declined. There 
would have to be some basis. We do not use the Federal Bureau of 
Investigation to go around investigating citizens until we have some 
basis in fact, some knowledge that justifies it, and I hope we never 
will have an investigative force that will be used to investigate citi- 
zens unless they are doing it on the basis of some complaint previously 
made, 

Chairman Kirn. Forty years ago it was a serious matter for a 
child or a boy to be found smoking on the school grounds. I don’t 
know how serious it is now. Mr. Byrne’s question reminds me of 
an episode concerning myself at that time where for 3 years I smoked 
on the school grounds and it was such that school regulations had 
little or no effect on me. I was caught when the other and only one 
I knew who did it regularly got to talking one night and told the 
wrong boy about what we were doing. We got the superintendent 
and he at that time expressed terrific surprise that two of us had been 
able over a period of 3 years to smoke regularly on the school grounds 
without being caught. 

However, the questioning has brought up another item. When 
Mr. Byrnes was questioning you on the fact that this shake-down 
matter had not been immediately brought to your attention, Mr. 
McGrath, I believe the record should reflect what I intend to assert. 
At the time of the questioning in Mr, Teitelbaum’s appearance here 
1 was struck by one or two questions. The principal one was why 
he, as an attorney of many years standing and privileged to practice 
in many courts of our land, did not seek out the immediate remedy 
that would have occurred to many persons not attorneys of law. 
His answer to me, if I recollect correctly, was “I thought the thing 
was crazy,” and I took from that answer that it was that fantastic 
he did not think it serious enough to take it up with anyone. 

And I am wondering, when it was brought te anyone in your De- 
partment, as a rumor and not complete and with the details not filled 
in, perhaps it was their reaction that the thing was that fantastic 
that they didn’t see fit to put it together and bring it formally to the 
attention of their superior. Inasmuch as the supposed victim him- 
self declares that it was that fantastic he did nothing about it but 
speak to a perfect stranger on an airplane about it, it might be reason- 





























INTERNAL REVENUE INVESTIGATION 1719 


ably supposed in my own opinion that whoever may have heard of 
the rumor concerning this matter, that has proven now to be serious, 
perhaps took it in the same light.-_ wre at 

Mr. Caudle has testified that he immediately called his friend, Mr. 
Nathan, and in no uncertain terms bawled him out, and I believe also 
he stated Mr. Nathan denied any knowledge of what had taken place. 

However, Mr. McGrath, and I think this is the final phase and one 
which has concerned both you and myself and the staff for some time, 
and has to do with our final problems, I am wondering if we can 
avoid somehow the funneling through one person of your Depart- 
ment of the information we might wish to have in the future from 
your Department. 

Attorney General McGrarn. Are you asking that as a question, 
Congressman ¢ 

Chairman Kine. Yes. 

Attorney General McGraru. I wasn’t aware that the present ar- 
rangement was not working satisfactorily. I have to have one person, 
at least one office, that coordinates this matter for me. But I would 
like to be advised if the information you are seeking you are not 
getting or not getting in a satisfactory manner. I mean to go to 
full lengths to see that you do get it. I think, Mr. Chairman, that 
I have gone far beyond any of my predecessors in office in the whole 
history of this country in this respect, and I mean to go further if 
you want me to and we can just work out the details. 

Chairman Kine. I might say that we have been pleased, other than 
it has been a bit awkward and a bit tedious. For instance, files have 
to be read in advance by, say, Mr. Rothwacks or someone designated 
by him; but on several occasions Mr. Rothwacks has felt it necessary 
that he, and he alone, read from the file the contents or portion of 
the file the committee seeks to have information about. That presents 
a rather awkward situation and one not conducive to just good, expe- 
ditious handling of delicate matters. Could we perhaps have some 
suggestions as to how that could be eliminated ¢ 

Attorney General McGrarn. Yes: I am sure that can be worked 
out. I don’t know what the practice has been up here with Mr. 
Rothwacks. As far as I am concerned, once Mr. Rothwacks passes 
upon the one question we are concerned with as to whether or not 
a particular document in the file can or cannot be shown because 
of the pendency of the case, I don’t think it makes much difference who 
reads it. 

I think we could get into a long discussion here, Mr. Chairman. 
I would much prefer to sit down with Mr. DeWind and yourself 
and Mr. Rothwacks and see what our problems are in this respect. 
I thought we were working well together. 

Chairman Kine. We have been. 

Attorney General McGraru. If we are not, then I want to help 
correct the situation. Who reads what doesn’t make any particular 
difference to me. I don’t think we are going to get anywhere here 
batting back and forth between the committee and the three or four 
of us. I would like to know what Mr. DeWind’s complaints are. 
I don’t mean complaints, but if the system is not satisfactory, let us 
see if we can improve it. 

I have shown every disposition since I have started to deal with 
the chairman of this committee to cooperate and I don’t want that 
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stopped halfway. When this is all over I would like to have the 
committee feel that it has been complete and sincere cooperation. I 
think the committee has come around to the point of view that there 
may be conceivably here or there some information that we ought 
to protect. The committee wants to help us protect that. That is, 
the only thing that separates us is the albed of how we do it. It 
seems to me that can be easily arranged. So IT will undertake im- 
mediately to talk either with you or Mr. DeWind about how we can 
improve the method. 

Chairman Kine. Now, Mr. MeGrath, will vou also assist us in 
interviewing certain personnel in connection with reports? For 
instance, can one of the members of our staff interview men who 
have made reports, to perhaps go beyond what they actually in 
cluded in their official reports or their reasons for the insertion of 
certain matters in the report? It has been brought to my attention 
that that would in one or two instances be helpful. 

Attorney General McGrarnu. So far as the emplovees of the 
Department are concerned, other than members of the Federal Bu 
rean of Investigation—and in respect to what is permitted to be 
done by them I will have to be guided entirely by Mr. Hoover's 
wishes—he has very strong and definite feelings about this matter 
and Tam not going to override his feelings—but so far as our own 
personnel outside of the Bureau, we have no trouble. Other than 
that, I think it is something vou will have to work out with him. 

Chairman Kine. Very well. 

Now, then, Mr. Attorney General, as you probably have beard, on 
one occasion at least which has to do with Mr. Tramatulo in San 
Francisco, our investigator there for one reason or another was not 
able to have a conference of any kind with Mr. Tramatulo for a 
period of about a week or more. Can we have assurance that we 
shall not have that sort of difficulty with any district attorney or 
members of that staff that we may wish to interview’ Ido not knew 
the circumstances for certain in the case of Mr. Tramatulo but it has 
been brought to my attention that in the future we might run into 
similar difliculties, and I thought perhaps this was the time to clear 
it up. 

Attorney General McGraru. If you do, I wish you would bring it 
to my immediate attention. As I told you, I am getting the whole 
story on the Tramatulo office. If you have problems in other dis- 
tricts, I will take them up with you and I am sure we can work them 
out. 

Chairman Kine. Now, in the case of a member of the Federal Bu 
reau of Investigation and their agents, I understand that in such cases 
we are to take those matters up with them directly and not with vou? 

Attorney General McGrarn. Yes, sir, and whatever Mr. Hoover 
decides to do is all right with me, and whatever he decides not to do 
I intend to support his position. Tam sure he will have good reason 
for whatever he does. 

Chairman Krxe. I wish to thank you, Mr. Attorney General. You 
have been patient, you have been here a long time, and I will excuse 
you. 

Attorney General MeGrarn. Thank you very much, Mr. Chair- 
man. 
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Mr. Kerogu. May | join you in expressing my appreciation for the 
help that the Attorney General has given us today ¢ 

Attorney General McGraru. | appreciate that. 

I should say, Mr. Chairman, that every member of this committee 
here today has been kind and courteous, and T am grateful to them 
and particularly to the minority members of the committee. They 
have not asked me an unfair question, as near as IT can appreciate 
the situation. 

Chairman Kine. Whatever apprehensions you had are dispelled? 

Attorney General McGraru. Sir, I slept well last night: I was 
never concerned about appearing before this committee because I had 
only one story to tell and IT think T have told it to you. 

Chairman Kine. Very well. IT hope you rest well tonight, sir. 

The former Commissioner of Internal Revenue, George J. Schoene- 
man. has appeared in closed session and has given testimony concern- 
ing his work as Commissioner of Internal Revenue. He has expressed 
his complete willingness to appear and testify before the subcommittee 
in public session at any time. The subeommittee would, of course, call 
Mr. Schoeneman immediately in public session if he requested such an 
appearance. However, without such a request, the subcommittee does 
not now deem it necessary to have him appear in public session at the 
present hearings. 

The matters covered at the closed session included Mr. Schoeneman’s 
explanation of his long relationship with Mr. Henry Grunewald, as 
well as his denial that he was in any way connected with the Teitelbaum 
matter. He stated that he did not know Mr. Teitelbaum; that he was 
unaware of the existence of a tax case concerning him: and had never 
heard of Frank Nathan or Burt K. Naster. If future developments, at 
the present hearings or thereafter, indicate any need for having Mr. 
Schoeneman appear in public session, he will be called. 

Because of the press of committee business, Mr. Oliphant will not be 
called before the committee until Thursday. 

Tomorrow at 10:30 Mr. Naster will appear before the committee. 

With that, the committee will adjourn until 10:30 tomorrow morn- 
ings. 

(Thereupon, at 5:30 p. m., a recess was taken until Wednesday, 
December 12, 1951, at 10: 30 a. m.) 
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WEDNESDAY, DECEMBER 12, 1951 


House or Represenrarives, 

SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 

Revenue Laws or rue Commirrre on Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10:45 a. m., pursuant to recess, in the main - 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present: Representatives King, Kean, Keogh, and Byrnes. 

Present also: Representatives Brown and Woodruff. 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee; Bruno Schachner, special counsel; Donald Schapiro, 
assistant counsel; Charles W. Davis. clerk: S. Keith Linden, admin- 
istrative assistant to Chairman King. 

Chairman Kine. The subcommittee will come to order. 

Mr. Naster, will you come forward, please? Will you be sworn? 

Mr. Naster, do you solemnly swear that the testimony you give will 
be the truth, the whole truth, and nothing but the truth, so help you 
God ? : 

Mr. Nasrer. I do. 


TESTIMONY OF BURT NASTER, HOLLYWOOD, FLA., ACCOMPANIED 
BY JULES YABLOK AND EDWARD F. DALY, ATTORNEYS 


Chairman Kine. Be seated, Mr. Naster. Will you please identify 
yourself for the record ? 

Mr. Nasrer. My name and address? Burt Naster, 700 Polk Street, 
Hollywood, Fla. 

Chairman Kine. And the gentlemen with you? 

Mr. Yasiox. Jules Yablok, attorney at law, 545 Fifth Avenue, New 
York City. 

Mr. Dary. Edward F. Daly, Washington, D. C. 

Mr. DeWtnp. Both Mr. Yablok and Mr. Daly appear as your 
counsel ? 

Mr. Nasrer. Yes. 

Mr. DeWrnp. Mr. Naster, I will have to ask you to speak louder. 
Pull the microphone ¢ loser to you. 

Mr. Yarvoxk. I had a conference with Mr. DeWind this morning. 
I believe IT should present my view to the whole committee. I sug- 
gested to Mr. DeWind that Mr. Naster had testified before this com- 
mittee in closed session and had answered all questions put to him 
as well as he could. I told Mr. DeWind that according to the news- 
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paper reports the Attorney General has convened the grand jury for 
the purpose of investigating into this alleged shake- down and that I 
believe the proper procedure would be to have any testimony of Mr. 
Naster secret until the grand jury has an opportunity to hear hima. 

He is perfectly willing today or any time to appear before the 
grand jury to testify at length. I don’t believe justice could be very 
well served by having his testimony set forth publicly today in view 
of the fact that a grand jury is now looking into this matter. I most 
earnestly —s to the committee that it give serious thought to keep- 
ing Mr. Naster’s testimony secret at this. point until the grand Jury 
has heard it. 

Chairman Krxe. T might say, Mr. Yablok, that the committee is 
going into matters much broader in scope and farther afield than the 
specific items that will be presented to the grand jury. 

Mr. Yastox. Might I say then, Mr. Chairman, that if Mr. Naster 
has knowledge of matters beyond this alleged shake-down and if those 
matters come within the scope of the authority of this committee, he 
will certainly answer them, but T would like a ruling from you as to 
whether or not the committee will direct the witness to answer ques- 
tions pertaining directly to the matters which will come before the 
grand jury. 

Chairman Kine. I of necessity will have to await the questions and 
their nature. You are fully _—_ of course, Mr. Yablok, that any 
time the question is put to Mr. Naster, you as his counsel can, of course, 
advise him. He will, however, be limited. He can claim, of course. 
the privilege that any answer he may make could possibly tend to 
incriminate him. Other than that I can see no basis upon which Mr. 
Naster could avoid the inquiry here. 

Mr. Yartox. T am not merely raising the question of self-incrimi 
nation. TI am raising the general question as to whether or not the 
person who may become a party to a criminal or a civil suit could 
be compelled in a public hearing to give his testimony before a grand 
jury had had an opportunity to hear it. 

Chairman Kine. IT think again, Mr. Yablok, that we must proceed 
and you can counsel your client at any time on any question as you 
see fit. 

Mr. Yaruox. Thank you very much. 

I have one more question and then I believe I will keep quiet. May 
I have the newspaper wy aphers take as many pictures as they 
like but not when Mr. Naster is testifying? He told me he finds it 
most disconcerting, and he doesn’t believe “he can answer intelligently 
with the flashlights going. 

Chairman Kine. Very well. The photographers have been most 
cooperative through the hearings. 

So, do the best vou can, and relieve Mr. Naster of any strain after 
he begins to testify. 

Mr. DeWrxp. Mr. Naster, will you please state your full name? 
Mr. Nasrer. Burt Naster, 

Mr. DeWinpv. How do you spell vour last name? 

Mr. Nasrer. N-a-s-t-e-r. 

Mr. DeWinxp. What is vour address ? 

Mr. Nasrer. 700 Polk Street, Hollywood, Fla. 

Mr. DeWinp. Lam sorry, I cannot hear you at all. 

Mr. Nasrer. 700 Polk Street, Hollywood, Fla. 
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Mr. DeWinpn. If you would speak a little more slowly and a little 
more distinctly, I think we Will be able to hear you. 

Mr. Nasver. 700 Polk Street, Hollywood, Fla. 

Mr. DeWinp. I was unable to hear that, Mr. Naster. 

Mr. Nasrer. Sir? 

Mr. DeWinp. I was unable to hear that. 

Mr. Nasrer. Sorry. 700 Polk Street, Hollywood, Fla. 

Mr. DeWinxv. What is your occupation / 

Mr. Nasrer. Electrical engineer. 

Mr. DeWinxv. How long have you been engaged in the business of 
electrical engineering / 

Mr. Nastrer. ‘Twenty-five years. 

Mr. DeWinp. Are you engaged in business as an individual or do 
you operate in corporate form ¢ 

Mr. Nastrer. Corporate. 

Mr. DeWinv. What is the name of the corporation ¢ 

Mr. Nasrer. Superior Electrical Industries. 

Mr. DeWinp. Mr. Naster, I cannot hear what you are saying. 

Mr. Nasvrer. This thing reverberates in my ear. 

Mr. DeWinw. Don't talk closely, just talk a little louder. Just raise 
your voice, 
~ Now what was the name of the corporation 

Mr. Nasver. Superior Electrical Industries. 

Mr. DeWixv. Do you know Mr. Frank Nathan ¢ 

Mr. Nastrer. Yes, sir. 

Mr. DeWinp. When did you first meet Mr. Nathan / 

Mr. Nasrer. To the best of my knowledge, and checking back in 
some of the records, it was, I think, the week of Christmas. 

Mr. DeWinp. I beg your pardon ‘ 

Mr. Nasrer. The week of Christmas 1950. 

Mr. DeWinp. 19507 

Mr. Nasrer. Christmas of 1950; a year ago. 

Mr. DeWixp. How did you happen to meet Mr. Nathan? 

Mr. Yantox. Mr. Chairman, the witness informs me that he Is so 
upset that he cant answer intelligently. May I have a recess of 
only a few minutes to see whether he can compose himself / 

Chairman King. Very well. The committee will recess for 10 
minutes, 

(A brief recess was taken.) 

Chairman Kine. The subcommittee will come to order. 

Mr. DeWinv. Mr. Reporter, will you repeat the last question, 
please ¢ 

(The pending question was read by the reporter as follows: ) 

Mr. DeWinn. How did you happen to meet Mr. Nathan? 


Mr. Nasrer. Mr. Nathan telephoned me one evening and said he 
had regards from a friend who would like to come over and talk with 
me. 

Mr. DeWixp. Where were you when he talked to you ¢ 

Mr. Nasrer. Home. 

Mr. DeWinp. Where is vour home ¢ 

Mr. Nasrer. 700 Polk Street now. 

Mr. DeWinp. Y ou were living at that house then ‘ 

Mr. NASTER. No. ss] 
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Mr. DeWrnv. Where was your home when Mr. Nathan called you? 

Mr. Naster. 5011 Pinetree Drive. 

Mr. DeWrnv. Where is that? 

Mr. Naster. In Miami Beach. 

Mr. DeW inp. You were at home some time around Christmas of 
1950 and Mr. Nathan called you on the telephone? Is that the first 
you ever heard of Mr. Nathan? 

Mr. Nasrer. Yes, sir. 

Mr. DeWrnp. He said that he had regards for you from a mutual 
friend ? 

Mr. Nasrer. Yes. 

Mr. DeWinp. Who was the mutual friend? 

Mr. Nasrer. T would rather not bring that man’s name in at this 
time. You are just going to hurt innocent people. I already testified 
to that in closed testimony. 

Mr. DeWinv. You mean a mutual friendship between you and Mr. 
Nathan and a third person is harmful to that third person ¢ 

Mr. Nasrer. Yes, sir. 

Mr. DeWrnp. Mr. Chairman, I think the witness should be directed 
to answer the question. 

Mr. Nasrer. 1 did give that testimony in closed sessions here. 

Chairman Kine. Read the question back, Mr. Reporter. 

(The pending question was read by the reporter as follows: ) 






Mr. DeW1Npb. You mean a mutual friendship between you and Mr. Nathan and 
a third person is harmful to that third person? 

Mr. Yasitox. Mr. Chairman, the witness has already told the com- 
mittee in closed session who this party was. The committee knows 
who the man is and IT don’t see what good it could do to spread that 
man’s name on this record as it is obviously completely irrelevant to 
the matter at issue here and the apparent world-wide publicity that 
attends any mention of any name here can certainly injure this per- 
son for no reason whatsoever. The committee knows the name. Mr. 
Naster does not wish to take the responsibility of publicizing that 
name. 

Mr. DeWinp. Mr. Chairman, I would suggest that we pass that 
for the moment and see if it is necessary to come back to it. 

Chairman King. Very well. Proceed. 

Mr. DeWrnp. This person that was mentioned to you by Mr. Nathan 
was a mutual friend of yours and Mr. Nathan’s. Did you know this 
man ¢ 

Mr. Nasrer. Yes, sir. 

Mr. DeWrnp. Was he well known to you? 

Mr. Nasrer. I met him a half-dozen times. 

Mr. DeWinp. What else did Mr. Nathan say after he gave you the 
regards from this unnamed person ¢ 

Mr. Nasrer. He heard that I was ot this factory in Florida 
and wanted to know if he could be helpful in any way. 

Mr. DeWinp. Did he say how he had learned that you were opening 
a factory? 

Mr. Nasrer. IT don’t recall, sir. 

Mr. DeWrnp. What was the factory you were opening? 

Mr. Nasrer. The one that is open now. 

Mr. DeWinpo. What is that? 


; 
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Mr. Nasrer. Superior Electric. 

Mr. DeWinp. At that time you were just starting a new business ¢ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinv. But you had been in the electrical business for many 
vears ¢ 
~ Mr. Nasrer. I had been retired for several years. 

Mr. DeWinp. You were just starting a new business in the same 
line ¢ 

Mr. Nasrer. Right, sir. 

Mr. DeWinp. Mr. Nathan wanted to know if he could be helpful 
to you? 

Mr. Naster. Yes. 

Mr. DeWinxpv. What did you say to Mr. Nathan ‘ 

Mr. Naster. I said, “It is very possible.” 

Mr. DeWrnp. Did you arrange to meet him at that time or did you 
talk to him further on the telephone ¢ 

Mr. Naster. Over the telephone we had no discussion at all. I 
thought you meant when he came to see me. 

Mr. DeWrnp. Over the telephone he just said he would like to come 
and see you; is that it ¢ 

Mr. Nasrer. Yes. I said, “That is all right.” 

Mr. DeWinpv. How long after that did he come to see you? 

Mr. Nasrer. I believe it was the same day or the next day. 

Mr. DeWinv. What did he talk about when he came to see you / 

Mr. Nasrer. He talked about people in general and business in gen- 
eral. He was telling me what his business was. That is about the 
sum of it. 

Mr. DeWinp. Did he suggest how he could be helpful to you? 

Mr. Naster. I don’t quite recall what the entire conversation was. 

Mr. DeWinv. What was it about generally’ He had called you to 
say he might be helpful to you. 

Mr. Nasrer. I gathered from his conversation that he would be 
able to help me get materials necessary for this operation which I 
Was going into. 

Mr. DeWinp. Material for the electrical business ¢ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Does that mean copper; things like that? 

Mr. Nasrer. Steel: everything. 

Mr. DeWinp. He said he thought he could get that sort of material 
for you? 

Mr. Nasrer. Yes. 

Mr. DeWinp. What else did he talk about? Did he talk about 
any oil deals? 

Mr. Yastox. I object to that question as not being within the au- 
thority of this committee. It is a conversation between two private 
citizens and has no connection with any governmental agency. As | 
understand this procedure, this committee was authorized to investi- 
gate everything within the jurisdiction of the Ways and Means Com- 
mittee. The business conversation of two private citizens, unless 
there is some connection with some governmental agency, is not within 
the purview of this committee and I advise my client not to answer 
questions which do not come within the authority of this committee. 
I believe this question is outside the jurisdiction of this committee. 
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Chairman Kine. In this case, Mr. Yablok, the committee will de- 
termine what is and what is not within the realm of its jurisdiction, 
I think you can well understand that at this stage of the game neither 
you nor your client have good reason to know w hy it Is that our coun- 
sel seeks an answer to this question. I will rule now that the limi- 
tation will be only in cases where your client claims it would tend to 
incriminate him. 

Mr. Yastox. I respectfully except to that ruling. 

Chairman Kine. Very well. Under our rules, Mr. Yablok, you are 
limited solely to advising your client. IT shall be constrained from 
here out to restrict vou to that. The rules likewise provide that state- 
ments of counsel shall be restricted and limited solely to advising 
their client. Furthermore, as I have already stated, your client will 
be, at the moment at least, limited in his privilege to that which may 
tend to incriminate him. 

Mr. Yasuox. I will except to that, but I will abide by your ruling 
with that exception. 

Chairman Kine. Very well. 

Mr. DeWinp. Mr. Chairman, as 7 understand the ruling vou have 
just made to Mr. Yablok, if on Naster wants to consult with him 
or if he wishes to advise Mr. Naster he may do so off the record ? 

Chairman Kine. At any time. 

Mr. Yantox. Thank you. I understood that. 

Mr. DeWinp. Now will you read the pending question, please, Mr. 
Reporter ¢ 

(The pending question was read, as follows :) 









Mr. DeWtinpb. What else did he talk about? Did he talk about any oi) deals? 

Mr. Nasrer. Yes. 

Mr. DeWinp. | couldn't hear the answer; I am sorry. 

Mr. Nasrer. | would like to have that question again, 

(The pending question was again read by the reporter. ) 

Mr. Nasrer. I am awfully confused here, sir. There is so much 
distracting me, 

(At the request of Mr. Naster the pending question was again read 
by the reporter. ) 

Mr. Nasrer. I don’t recall if he spoke about oil deals at that time. 

Mr. DeWinp. Thereafter did you have occasion to see Mr. Nathan 
again ¢ 

Mr. Nasrer. Yes. 

Mr. DeWtnp. Did you see him frequently / 

Mr. Nasrer. Maybe two or three times. 

Mr. DeWinp. Two or three times? 

Mr. Nasrer. You are talking about in that month ?/ 

Mr. DeWinp. Is this the month of December ? 

Mr. Nasrer. Yes. 

Mr. DeWinp. You saw him two or three times between Christmas 
and New Year's; is that it? 

Mr. Nasrer. I was with him 2 days. 

Mr. DeWinp. Where were you with him for 2 2 days? 

Mr. Nasrer. At the Mayflower Hotel. 

Mr. DeWrxp. At the Mayflower Hotel ? 

Mr. Nasver. Yes, 

Mr. DeWinp. Was this in December of 1950? 
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Mr. Nasrer. That is right. 

Mr. DeWixp. You mean the Mayflower Hotel in Washington / 

Mr. Nasrer. Yes, sir. 

Mr. DeWinpv. Right after you met him you came to Washington 
with nim; is that right ¢ 

Mr. Nasrer. | would say about a week after. 

Mr. DeWinxv. About a week after you met him he brought you to 
Washington / 

Mr. Nasrer. Yes. He didn’t bring me to Washington. 

Mr. DeWinxp. You came with him? 

Mr. Nasrer. No, | didn’t come with him. He came here on some 
other business and I met him. 

Mr. DeWinv. How did you happen to come to Washington ¢ 

Mr. Nasrer. May I have the question read ¢ 

( The pending question was read by the reporter.) 

Mr. Nasrer. [ came up on my own personal business. 

Mr. DeWinxv. When you came up on your own personal business 
you saw Mr. Nathan at the M: ivilower: is that right / 

Mr. Nasrer. That sound is going right through my ear and I can’t 
think, the feedback from this speaker. 

Mr. DeWinpb. Mr. Chairman, I don’t notice anything unusual about 
the sound. 

Mr. Nasrer. | am very allergic to that high frequency sound, 

Mr. DeWinno. What high frequency sound are you referring to? 

Mr. Nasrer. The feedback from the microphone. 

Mr. DeWunv. If vou raise your voice a littl higher, probably the 
volume on the speaker could be turned down. 

Mr. Nasrer. Sorry. 

Mr. DeWinp. Now as I understand what you are saying, Mr. Naster, 
you first of all in December of 1950 had a telephone call from Mr. 
Nathan in which he gave you regards from a friend and said he would 
like to come and see you. Thereafter within a very few days he did 
come to see you and told you he might be helpful in getting copper, 
steel, and other materials for your e ‘lectric business. 

Mr. Nastrr. Yes, sir. 

Mr. DeWinp. Very shortly after that vou had occasion to come to 
Washington on personal business ¢ 

Mr. Nastrer. (Witness nodded head affirmatively. ) 

Mr. DeWinp. Did you have any conversation with Mr. Nathan be- 
fore you came to Washington about seeing him in Washington’ Did 
you tell him you would see him in Washington ¢ 

Mr. Nasrer. L told him I was going to be there. 

Mr. DeEWinpb. He said he would be there / 

Mr. Nasrer. He said, “Stop in and see me.” 

Mr. DeWixv. When vou did reach Washington you did stop in and 
see Mr. Nathan / 

Mr. Nasrer. Yes. 

Mr. DeWinp. At the Mayflower ¢ 

Mr. Nasrer. Yes. 

Mr. DeWinxp. What did you talk about at the time of that visit ? 

Mr. Nasrer. Most everything, everything in general. I say every- 
thing in general to the best of my ree ‘ollection. 

Mr. DeWinp. Were you discussing any specific business transaction ? 

Mr. Nasrer. Not at that time, no, sir. 
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Mr. DeWinp. This was just a social visit ‘ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Did you stay at the Mayflower yourself! 

Mr. Naster. Myself? 

Mr. DeWinp. Yes. Were you staying at the Mayflower at that 
time? 

Mr. Naster. Yes. 

Mr. DeWinp. Were you staying in Mr. Nathan’s suite? 

Mr. Nasrer. Yes. 

Mr. DeWinp. So you were his guest at the Mayflower on this trip? 

Mr. Nasrer. No; I paid my own bill. 

Mr. DeWinp. You paid your own bill but you stayed at his suite? 

Mr. Nasrer. Yes. 

Mr. DeWinp. Then you saw a good deal of Mr. Nathan at that 
time ¢ 

Mr. Nasrer. Not too much. I was out most of the day. 

Mr. DeWinp. At that time there were no specific business trans- 
actions you were discussing with him ¢ 

Mr. Nasrer. Not with him; no, sir. 

Mr. DeWinp. Did you talk further about getting some help in 
getting material for your electrical business / 

Mr. Yastox. Will you read that question back ¢ 

(The pending question was read by the reporter. ) 

Mr. Nasrer. I may have. I just don’t recall. 

Mr. DeWinp. You say you may have, you just don’t recall 4 

Mr. Nasrer. Yes, sir. 

Mr. DeWrinp. After that what was the next occasion on which you 
saw Mr. Nathan ? 

Mr. Nasrer. I think I saw him back in Miami Beach a couple of 
weeks after that. 

Mr. DeWinn. Where did you see him in Miami Beach? 

Mr. Nasrer. At my home. 

Mr. DeWinv. Mr. Nathan came to see you ‘ 

Mr. Nasrer. Yes, sir. 

Mr. DeWixp. What was the purpose of Mr. Nathan’s visit to see 
you? 

Mr. Nasrer. Just for friendship. 

Mr. DeWinp. Just a social visit / 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. When was the next time that you had any business 
discussion with Mr. Nathan ? 

Mr. Yastox. Mr. Chairman, the witness would like a better state- 
ment as to what the attorney means by “business.” Does he mean 
getting material or is he talking about any particular business 
transaction ¢ 

Mr. DeWinv. When did you next discuss your electrical business 
with Mr. Nathan? 

Mr. Nasrer. We always discussed that. 

Mr. DeWinp. You always discussed that ? 

Mr. Nasver. Yes. 

Mr. DeWinp. Did there come a time when you discussed a passport 
application with Mr. Nathan? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. When was that? 


—————— 















INTERNAL REVENUE INVESTIGATION 1731 





Mr. Nasrer. That was the first night I met him. 

Mr. DeWinp. | beg your pardon ‘ 

Mr. Naster. The first night I met him. 

Mr. DeWinp. The first night you met him / 

Mr. Nasrer. Yes. 

Mr. DeWinp. You mean back in December 1950 ¢ 

Mr. Nasrer. Yes, sir, as I recall] now, after looking up some records. 

Mr. DeWinv. What records did you look up / 

Mr. Nasrer. My hotel bills at that time. I was looking for my 
hotel bill to fix dates as to when I was in Washington. I was looking 
to fix the dates when I was in Washington. I couldn't recollect. So 
I started to look at my hotel bills when I got home. 

Mr. DeWinv. What did you find from the hotel bills ¢ 

Mr. Nasrer. I found I had been in the Mayflower Hotel with Frank 
Nathan the week after Christmas in December. 

Mr. DeWinpv. That served to refresh your recollection that you dis- 
cussed the passport with him before that time 

Mr. Nasrer. Yes, sir. 

Mr. DeWinxp. Now what did you say to Mr. Nathan about a pass- 
port then at that first meeting with him? 

Mr. Nasrer. I am a little bit confused about that date, sir. I would 
have to look at the passport to see when I got the passport to identify 
the time I was in Washington in reference to that conversation, be- 
cause I don’t quite fix that clearly in my mind. 

Mr. DeWinv. What passport was this / 

Mr. Nastrer. A passport for me. 

Mr. DeWinp. To go to Europe / 

Mr. Naster. Yes, sir. 

Mr. DeWinp. When did you go to Europ re / 

Mr. Nasrer. I didn’t go. 

Mr. DeWrxp. You didn’t go! 

Mr. Nasrer. No, sir. 

Mr. DeWinpv. When was the passport issued to you / 

Mr. Naster. That is what I don’t remember. 

Mr. DeWinp. Was it in the summertime ¢ 

Mr. Nasrer. It might have been the week of Christmas or it may 
have been the last week in March. It is not clear to me. I have those 
two dates confused. 

Mr. DeWinv. Sometime between Christmas and March? 

Mr. Naster. Yes, sir. 

Mr. DeWinp. Well, even though we cannot pin down the time when 
this first conversation took place, what was the conversation? What 
did ?— say to Nathan about a passport / 

Mr. Nasrer. I told him that I was thinking about going to Europe, 
that I had some interests there. 

What was the question ? 

(The pending question was read by the reporter. ) 

Mr. Nasrer. I was discussing with Nathan several things and one 
of which was about this passport, about going to Europe. I told him 
there were a lot of things about getting a passport that I didn’t know. 
He said he could be very he Ipful in getting the information for me. 

Mr. DeWixv. What was it you wanted to know about a passport / 

Mr. Nasrer. What to do to get it. 
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Mr. DeWrxv. How to get a passport ¢ 

Mr. Naster. Yes, sir. 

Mr. DeWinp. Why did you think Mr. Nathan might know about 
a passport ? 

Mr. Nasrer. I didn’t think he knew anything. He just offered the 
information. 

Mr. DeWinp. Were you having any difficulty getting a passport ? 
Was that it / 

Mr. Nasrer. No, | never applied for one. 

Mr. DeWixp. You just wanted to know how to go about applying 
for a passport / 

Mr. Nastrer. Yes, sir. 

Mr. DeWtxp. What did Mr. Nathan say to you? 

Mr. Nastrrr. He said that he had a friend of his that could get me 
all that information in a minute. 

Mr. DeWrxp. Who was that friend? 

Mr. Nasrer. Lamar Caudle. 

Mr. DeWinp. So he said Lamar Caudle could get you informa 
tion about a passport / 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Did you discuss any particular problem about get- 
ting the passport with Mr. Nathan ? 

Mr. Nasrer. I told Mr. Nathan that my parole wasn’t up until the 
first week in April and that T wasn’t allowed to leave the country. He 
said, “Well, it is a business. a clean business arrangement.” He could 
see no reason why I shouldn't be offered some help. Soe then he said 
to me, “Would you mind if T make a eall@” T said, *No.” He said, 
“It is long distance.” T said, “O. K.” So he picked up the telephone 
and he called Lamar Caudle and he explained the situation over the 
phone to him. As best I recollect, Nathan told me that the first 
time I get up to Washington to stop in and see Mr. Caudle, that he 
would give me the information as to just how to go about it and get 
the passport. 

Mr. DeWinp. Had vou told Mr. Nathan the particular matter on 
which you were serving a parole ¢ 

Mr. Nasrer. He knew all about it. 

Mr. DeWinv. How did he know about it? You had already told 
him ? 

Mr. Nasrer. The whole world knew about it. It was in the papers 
for about 2 vears. He seemed to know it when he met me. 

Mr. DeWinp. He seemed to know ? 

Mr. Naster. He knew about my history. 

Mr. DeWinxpv. Then when Mr. Nathan made the call to Mr. Caudle 
he knew that you were on parole in connection with an income-tax 
fraud ? 

Mr. Nasrer. I told him that, ves. 

Mr. DeWinp. Did he tell that to Mr. Caudle on the telephone ? 

Mr. Nasrer. I believe he did. Tam not positive. 

Mr. DeWinp. Well. he indicated to Mr. Caudle that vou were on 
parole ? 

Mr. Nasrer. Yes. 

Mr. DeWrixp. And would have difliculty getting the passport te 
goto Europe ? 


Mr. Nasrer. I think he did. 
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Chairman Kine. Mr. Kean. 

Mr. Kean. You said that Mr. Nathan knew all about you before 
you met him? 
~ Mr. Nasrer. No. Oh, about me’ Tle seemed to know about my 
case. 

Mr. Kean. Just about the case? 

Mr. Nasrer. Yes, sir. 

Mr. Kean. Of course the case was in the newspapers probably in 
Chicago. I wonder how Mr. Nathan knew about the case. 1 didn't 
know anything about the case. It may have been in the newspapers 
but you read about various cases throughout the country and you 
do not remember the name automatically, even though you saw it in 
the paper, you would not remember it. It seems rather extraor- 
dinary to me that Mr. Nathan did know about the case unless he 
had some purpose for looking into it and, as you say, knowing all 
about you when he made his first contact with you. He did not know 
all about you: all he did was know about the case / 

Mr. Nasrer. No: he knew that I had been sent to the penitentiary 
for a tax case. That is all he knew about it. He didn't know about 
the details of the case. 

Mr. Kean. He knew all about your business / 

Mr. Nasrer. No, sir. 

Mr. Kran. Before he saw you / 

Mr. Nastrer. No, sir. 

Mr. DeWinxv. Now what did Mr. Nathan say to Mr. Caudle about 
you when he called to tell him that vou had this parole problem / 
Did he say he knew vou? 

Mr. Nasrer. I don’t recall that, sir. 

Mr. DeWinp. Did he testify to your vood character / 

Mr. Nasrer. I don't recall that either. 

Mr. DeWinp. Well, did he tell Mr. Caudle that you were an honest 
businessman / 

Mr. Nasrer. I think he said I was a friend of his. 

Mr. DeWinp. Did he also say you were an honest businessman / 

Mr. Nasrer. I don’t exactly remember every word that was said. 
That is a year ago, sir. TL remember that he told him that I wanted 
to get a passport and could he be helpful to me. 

Mr. DeWinp. Did he give any testimonial concerning you as a 
good man and honest businessman or a good friend of his that was 
reliable, or anything like that ? 

Mr. Naster. As I recall, he said something about me having an 
honest reason for going to Europe. 

Mr. DeWinxp. Then when he got through that conversation he said 
that Mr. Caudle suggested you come and see him in Washington the 
next time you were there ? 

Mr. Naser. Yes, sir. 

Mr. DeWinxp. When did you go to Washington after that conver 
sation? How long after? 

Mr. Nasrer. About 4 or 5 days ora week. 

Mr. DeWinxp. Now vou think that was the occasion for going to 
Washington at the end of December 1950 ¢ 

Mr. Nasrer. That is something Tam not sure of, sir. 

Mr. DeWinxp. You think it may have been later / 

Mr. Nasrer. It may have been later. 
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Mr. DeWinpv. You think that it may have been that all of this took 
place in March ¢ 

Mr. Nasrer. I am a little confused about those two dates. I will 
have to find more information. 

Mr. DeWinp. I thought you said you discussed this passport with 
Mr. Nathan the first time you met him. 

Mr. Nasrer. Yes. but I am trying to recall to my mind whether I 
saw Caudle that week or a month later. I don’t remember now. 

Mr. DeWinv. Ultimately you came to Washington to see Mr. 
Caudle ¢ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Where did you stay on that trip ¢ 

Mr. Nasrer. At the Mayflower. 

Mr. DeWinv. Was Mr. Nathan there too? 

Mr. Naser. I had stopped at the Mayflower seven or eight times, 
1 don’t recall if he was there every time. 

Mr. DeWinv. At the time you came to see Mr. Caudle, was Mr. 
Nathan there / 

Mr. Nasrer. As I recall, Mr. Nathan was there at that time. 

Mr. - Wixp. You stayed in Mr. Nathan’s suite again? 

Mr. Nastrer. No. If 1 remember correctly, it was the time that I 
stayed i in Nathan’s suite that I went over to see Caudle. Now I just 
can't fix that date excepting about what refreshed my memory by 
this bill I looked at. 

Mr. DeWinpv. At the time you went to see Mr. Caudle you were 
staying with Mr. Nathan? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinv. How did you arrange to go see Mr. Caudle ¢ 

Mr. Nasrer. Called him on the telephone. 

Mr. DeWinp. You called him? 

Mr. Nasrer. Yes. 

Mr. DeWinv. Where did you call him? 

Mr. Nasrer. At his home. 

Mr. DeWinp. When did you make the call? In the evening, I 
suppose / 

Mr. Nasrer. Yes. 

Mr. DeWinxp. What did you say to Mr. Caudle on the telephone ? 

Mr. Nasrer. I told him who I was and could I come over and see 
him to get the information we spoke about, that Mr. Nathan spoke 
about. He said, “Sure, come right over.” 

Mr. DeWinpb. So you did go over? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Now can you at least tell the committee what Mr. 
Caudle said to you and what you said to him when you saw him at his 
home that evening ¢ 

Mr. Nasrer. He told me I would have to go to the State Department. 
to make, fill out a formal application, and tell them all about what I 
wanted to go for and they would investigate it and if there was noth- 
ing that they saw detrimental, they would give me permission to go. 

Mr. DeWixp. Did he say he had already checked into the matter 
for you? 

Mr. Nasver. I don’t recall what he said about checking into any- 
thing. He just gave me the information of how to go about it. 
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Mr. DeWrnp. Up to that time you had filed no application for a 
passport; is that right? 

Mr. Naster. No, sir. 

Mr. DeWinp. Now, is that the first time you had ever seen Mr. 
Caudle? 

Mr. Naster. Yes, sir. 

Mr. DeWrnp. So when you arrived at his home you had to introduce 
yourself to him because he had never seen you before and you had 
never seen him before ? 

Mr. Naster. Yes, sir. 

Mr. DeWinv. You had never seen Mr. Caudle on your yacht in 
Florida ? 

Mr. Naster. Mr. Caudle never knew I had a yacht at that time. 

Mr. DeWinp. You were sure that up to that time Mr. Caudle had 
never been on your boat ? 

Mr. Nasrer. Yes. 

Mr. DeWinp. Had he ever been in your home? 

Mr. Yasuo. May I have a recess for about 2 minutes, if the Chair- 
man please ¢ 

Chairman Kine. Very well. 

(A short recess was taken.) 

Chairman Krne. Proceed. 

Mr. DeWixv. What is the question, Mr. Reporter ? 

(The pending question was read by the reporter.) 

Mr. Yasiox. I am trying very hard to abide by the court’s ruling, 
but I would like to ask this: Would the question set the time better 
because we are talking about the first meeting with Mr. Caudle and 
then the next question is whether he had ever been on his boat. The 
witness is confused as to whether or not the question goes before that 
meeting or when. 

Mr. DeWrnp. I was trying to ask, before you went to Mr. Caudle’s 
home that evening to talk to him about the passport had he ever been 
in vour home or on your boat prior to that time ? 

Mr. Nastrer. Not to my knowledge. 

Mr. DeWinp. I think you said you had never seen Mr. Caudle 
before that time / 

Mr. Nasrer. That is what I said. I don’t know if he had been at 
my home and on my boat. He may have been on there without my 
knowing it. 

Mr. DeWrnp. You had never seen him? 

Mr. Naster. Not to my knowledge. 

Mr. DeWinpv. What did you do about the passpert after you talked 
to Mr. Caudle about it ? 

Mr. Nastrer. The following day I went over to the State Depart- 
ment and filled out the application. As I recollect, I got it the next 
day or the following day. 

Mr. DeWrnp. So the passport was issued almost immediately ? 

Mr. Nastrer. Within 48 hours, I would say. 

Mr. DeWinp. Did you tell the State Department about vour parole 
problem ? 

Mr. Naster. They never asked me. 

Mr. DeWinp. That question just never came up? 

Mr. Nasrer. No, sir. 
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Mr. DeWi inp. Did you say that you had talked to Mr. Caudle about 
the passport / 

Mr. Nasrer. No, sir: I just went over and filled it out in the normal 
manner, as he told me to. I didn’t know you had to go to the State 
Department for a passport. I was looking to go to the Immigration 
Department. 

Mr. DeWinp. No question was raised about your parole and you 
said nothing about your parole ? 

Mr. Nasrer. No, sir. 

Mr. DeWinxp. You just got the passport issued to you? 

Mr. Nastrer. Yes, sir. 

Mr. DeWinp. Did you have a birth certificate with you when you 
went to the State Department ¢ 

Mr. Nasrer. I had affidavits. 

Mr. DeWinp. Who had told you that you should have that ? 

Mr. Nasrer. 1 don’t recall that, sir. 

Mr. DeWinp. Didn't Mr. Caudle tell you when you saw him that he 
had already looked into the parole board matter / 

Mr. Nasrer. I don’t reeall, sir. 

Mr. Yarnuox. The witness means to state that he doesn’t recall any 
such statement to him by Mr. Caudle, not that he recalls any state- 
ment being made, that he doesn’t recall hearing such a statement from 
Mr. Caudle at that time. 

Mr. DeWinp. Did anybody ever tell you that Mr. Caudle had com 
municated with the parole board about your passport / 

Mr. Nisrer. Not to my knowledge. 

Mr. DeW inv. How long were you at Mr. Caudle’s home that evening 
when vou spoke to him about the passport / 

Mr. Nasrer. A very short time. 

Mr. DeWixvp. How long would you say / 

Mr. Nasrer. Ten or fifteen minutes, maybe. 

Mr. DeWinp. Now, have you ever seen Mr. Caudle again since that 
first meeting ¢ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Where did you next see him ¢ 

Mr. Nasrer. The next time I saw him was at my home. 

Mr. DeWinp. That is the Pine Tree Drive home ? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. In Miami Beach / 

Mr. Nasver. Yes, sir. 

Mr. DeWinp. When was that, do you recall ? 

Mr. Nasrer. 1 don’t recall the date, no, sir. 

Mr. DeWinp. How did Mr. Caudle happen to come and see you 
there / 

Mr. Nasrer. He came with Mr. Nathan. 

Mr. DeWinp. Was it just a social visit? 

Mr. Nasver. Yes, sir. 

Mr. DeWinp. Nothing was discussed, any business matter ‘ 
Mr. Naser. No, sir. 

Mr. DeWinp. No oil deals? 

Mr. Nasrer. No, sir. 

Mr. DeWinp. No tax cases? 

Mr. Nasrer. No; definitely not. 
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Mr. DeWixp. On that oceasion, did Mr. Caudle go on your yaclit / 

Mr. Nasrer. | believe we showed him the yacht. 

Mr. DeWtnp. I beg your pardon ¢ 

Mr. Nasrer. I believe I showed him the yacht at that time. 

Mr. DeWinp. You took him on board / 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Did you ever see Mr. Caudle again ¢ 

Mr. Nasrer. Oh, ves: several times. 

Mr. DeWixp. What was the next occasion on which you saw Mr. 
Candle ¢ 

Mr. Nasrer. I don't recall that.. It was also at my home again, 
several months after that. 

Mr. DeWinp. Several months after that. So that would be what, 
during this past summer ¢ 

Mr. Nasrer. Maybe in May or June. | don’t recall—April. 

Mr. DeWinxp. That would tend to establish that your conversation 
with him about the passport had taken place around the summer of 
1950 rather than later / 

Mr. Nasrer. It is possible. 

Mr. DeWinp. Several months later? 

Mr. Nasrer. It is possible. 

Mr. DeWinxp. Again did Mr. Caudle come to your home with Mr. 
Nathan when you saw him in Florida‘ 

Mr. Nasrer. The best I recall Mr. Nathan was there with him twice. 

Mr. DeWinp. What did you discuss on the second visit ¢ 

Mr. Nasrer. Nothing. 

Mr. DeWinp. Was it just a purely social visit ¢ 

Mr. Nasver. He was only there about 5 minutes, that is all. He 
stopped in to say “Hello.” 

Mr. DeWinp. Did vou ever speak to Mr. Caudle on any other occa- 
sion? Did you ever telephone him ‘ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Tell the committee why you telephoned Mr. Caudle 
and what you talked to him about. 

Mr. Nasrer. Well. Mr. Caudle took a liking to me, and I took a 
liking to Mr. Caudle. and we started to become good friends, that is 
all, just platonic friends; we never talked about business. 

Mr. DeWINp. Now, this friendship Wis based on these meetings 
that you have mentioned already; that is, vou saw him at his home 
one evening for 10 minutes, and then he came to your home once and 
went on board your vacht, and then he came to your home another 
time for 10 minutes? Is that the basis on which this friendship 
began ¢ 

Mr. Nasrer. I may have spoken to him on the phone once or twice 
in the interim. 

Mr. Dre WInp. What did you call him about when you spoke to him 
on the telephone ? 

Mr. Nastrer. I think once I was in Washington, I just called to tell 
him I was here, “Hello and how are you,” and so forth. 

Mr. DeWinp> That was all? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinv. What other occasion did you have to telephone him ¢ 

Mr. Nasrer. Another time probably the same way. T used to come 
up to Washington at least once a month, 
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Mr. DeW yp. Did you ever make any long-distance calls to him ¢ 
Mr. Naster. Yes, sir. 
Mr. DeWinp. Did you call him from your home in Florida? 
Mr. Naster. Yes, I think I did. 
Mr. DeWinv. What was the purpose of those calls? Was there one 
call or more than one call? 

Mr. Nasrer. It may have been one or two. 

Mr. DeWryxv. What did you want to talk to him about, then / 

Mr. Nasrer. Nothing in particular, just talked. 

Mr. DeWinpb. This was just a social call¢ You felt you should call? 

Mr. Nasrer. Yes, sir. 

Mr. DeW inn. What time of the day did you call? 

Mr. Naster. I generally called him in the evening at his home. 

Mr. DeWrnv. How did this come about? You were staying home 
in the evenings and you thought “I had better call Mr. Caudle” / 

Mr. Naster. I thought I would like to. 

Mr. DeWrnp. Just to say “Hello”? 

Mr. Nasrer. I would call any friend, ves, sir. 

Mr. DeWtnv. That is a long way off to call somebody just to say 
“Hello.” 

Mr. Nasrer. My telephone bill runs $500 or $600 a month. It doesn’t 
make any difference who I want to talk to. 

Mr. DeWinp. Just sitting home and you felt you wanted to call 
somebody ? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. You never talked to Mr. Caudle about anything ex- 
cept just to call up and say, “Hello”; is that right ? 

Mr. Nasrer. Yes; up to this point. 

Mr. DeWinpv. Up to what point? 

Mr. Nasrer. The point we are up to now. 

Mr. DeWrinxv. Now, what point? In your mind, what point are we 
up to? 

Mr Nasrer. To about April. 

Mr. DeWrnpb. Up to about April? 

Mr. Nasrer. Yes. 

Mr. DeW inp. These are just social telephone calls? 

Mr. Naster. Yes, sir. 

Mr. DeWrnpb. Now, what happened in April to change it from a 
social telephone call to something else ¢ 

Mr. Naster. I didn’t say anything happened. 

Mr. DeWrnp. Up to April you had some social telephone calls from 
Florida; is that right? 

Mr. Nastrer. Whenever I called him it was on a social call. 

Mr. DeWrnxp. When did you next call Mr. Caudle after the begin- 
ning of April? Did you ever call Mr. Caudle after April 1951? 

Mr. Naster. Oh, sure. 

Mr. DeWrnp. From Florida? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. What was the purpose of those calls ? 

Mr. Nastrer. Repeat that question. 

Mr. DeWrtnp. Let me withdraw that question. What did you call 
Mr. Caudle about? What did you want to say to him? 
Mr. Yantox. Will vou locate the time a little bit better? 
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Mr. DeWinv. He said after April 1951 he made several calls. Can 
you remember when the first call was made after April 1 of 1951? 

Mr. Naster. I think there was quite a few months had elapsed at 
that time before I called him again. 

Mr. DeWinv. When do you think you called-him, in May, June, or 
July? 

Mr. Naster. I think I called him about the first part of August, to 
the best of my recollection. 

Mr. DeWinv. Mr. Caudle has stated here that he left to go to 
Europe in July. 

Mr. Naster. I called him just before he left, the night before, yes, 
sir. 
Mr. DeWinxp. Why did you call him the night before he left? Did 
you have some particular reason / 

Mr. Nasrer. Yes, sir. I had been speaking to a Mr. Grunewald and 
this plant that I was building was ready for production and I had 
practically no material on hand. I was going around seeing what I 
could do about purchasing some materials. At that time everything 
was very tight. I put a call in for Mr. Grunewald and I asked him, 
did he find anything about any steel or any copper; could he help 
me out with any sources that he knew or the manufacturing companies 
that I could borrow some ? 

He got to talking about how tough everything was in getting 
materials. He asked me if I ever exploited the idea of buying stuff 
in Europe. I said I didn’t know anybody there. So he said, “Well, 
gee, I know a lot of people over there.” 

I said, “By the way, I have a friend that is going there tomorrow 
morning. Would it be any help if you told him‘ Could you tell him 
who you know that maybe could be some help to me?” 

He said, “By all means, have him call me.” So I called Caudle that 
evening and I woke him out of bed. I called him; I oe the call in, 
I think, about 11 o’clock. I had gone out and I came back home and 
I put a call in for him. 

I asked him would he speak to Mr. Grunewald and see what he could 
do for me. So I guess he was quite sleepy, and I said a few words to 
get over what I was trying to tell him, and he said, “O. K.,” and that 
was the last I ever heard of it. 

Mr. DeWirnp. First of all, let me ask, How did you know Mr. Caudle 
was going to Europe the next day ¢ 

Mr. Naster. Nathan’s son was working for me and he told me. 

Mr. DeWinp. Nathan’s son had told you that Mr. Caudle was going 
to Europe ? 

Mr. Naster. Yes, sir. 

Mr. DeWrnp. On a specified date, whatever that was? 

Mr. Nasrer. Yes; he said, “Tomorrow.” 

Mr. DeWinp. He just told you that day, “Mr. Caudle is going to 
Europe tomorrow” ¢ 

Mr. Naster. Beg pardon? I think it was that day, either that or 
the day before. 

Mr. DeWinp. How did he happen to tell you that? He just came 
and told you Mr. Caudle was going to Europe ¢ 

Mr. Naster. He worked in my office for me and we sat down at 
lunchtime and talked about various things. 
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Mr. DeWinp. It just happened to come up in the conversation ; is 
that right? 

Mr. Nasrer. Yes. 

Mr. DeWinp. Just what did you ask Mr. Caudle to do? 

Mr. Nasrer. I asked him if he would call this Mr. Grunewald and 
see who he could see over there for me. I think that is what I told 
him. 

Mr. DeWinp. You asked Mr. Caudle to call Mr. Grunewald to find 
out from him the name of the people he might see in Europe in your 
behalf ? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Mr. Caudle said what? 

Mr. Nasrer. He said he was leaving in the morning. 

Mr. DeWixp. What else did he say? 

Mr. Nasrer. He said he would; that is all. 

Mr. DeWinp. He said he would do that ? 

Mr. Nasrer. To the best of my recollection, that is what he said. 

Mr. DeWinp. You are sure Mr. Caudle did not say to you, “T just 
don’t want to know Mr. Grunewald”? 

Mr. Nasrer. To tell you the truth, Mr. Caudle—I woke him out of 
his sleep and I don’t think he knew what he was talking about him 
self at that time. 

Mr. DeWtnp. I am not asking that: Tam asking, Did he say to you. 
“Mr. Grunewald is a man I don’t want to meet; T am sorry, T just 
don’t want to meet him”? 

Mr. Nasrer. | don’t think he had ever heard Grunewald’s namie 
before. 

Mr. DeWinxp. Could you answer my question directly 4 Did he say 
to vou, Mr. Grunewald is a man he didn’t want to meet ? 

Mr. Nasrer. Not to my recollection: no. 

Mr. DeWrnp. In fact, vou recall he said, “AM right, TE will speak 
to Grunewald”? Is that what he said to vou ¢ 

Mr. Nasvrer. IT don’t reeall the exact words because— 

Mr. DeWinp. What was the substance, the effect of what he said / 

Mr. Nasver. As I explained to you, T asked him if he would talk 
to this man and see if he could do me any good over there. He made 
it very short and he said he would look into it or he would call him 
or something. I don’t remember his exact words, but he said) he 
would, but he never did. 

Mr. DeWinp. Did you expect Mr. Caudle to devote himself to youn 
business interest in Europe ¢ 

Mr. Nasrer. I think he was the tvpe of person who would be elad 
to help anybody: ves, sir. 

Mr. DeWinxp. You had already spoken to him about that then / 

Mr. Nasrer. About what / 

Mr. DeWtInp. Trying to help out in your business interest) in 
Europe. 

Mr. Nasrer. No, sir: just over the telephone that time. 

Mr. DeWinp. Just on that one occasion you asked, “Would you 
try to find out from Mr. Grunewald people who might be helpful to 
me in Europe?” 

Mr. Nasvrer. To me, you mean ¢ 

Mr. DeWixp. Yes. 


Mr. Nasver. T didn’t ask him any names: no, sir. 
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Mr. DeWixp. You asked him to get those names from Mr. Grune- 
wald ¢ 

Mr. Nasrer. That is correct. 

Mr. DeWinxp. What specific commodity did you want Mr. Caudle 
to get for you in Europe? 

Mr. Nasrer. Steel and copper. 

Mr. DeWinxv. You wanted Mr. Caudle to buy steel and copper in 
Europe for you ? 

Mr. Nasrer. To find out what sources there were that could be had. 

Mr. DeWinp. Did you tell Mr. Caudle you would like him to do 
that ¢ 

Mr. Nasvrer. I didn’t explain in detail what [T wanted: no, sir. He 
was very sleepy and was cutting me short. 

Mr. DeWinp. How was Mr. Candle going to know what to ask Mr. 
Grunewald about / 

Mr. Nasrer. Mr. Grunewald knew what I was going to talk about. 
I was talking to him first. 

Mr. DeWixp. Would you not need a great deal of business experi 
ence and technical knowledge to talk to people about buying steel 
and copper in Europe 4 

Mr. Nasrer. All I wanted was a source. [wasn’t looking to specify 
any particular material. 

I needed steel and copper and LT wanted a source for it. 

When vou find the source, you can get whatever you want. 

Mr. DeWinxvn. Did Mr. Grimewald know about sources of steel and 
copper in Europe ¢ 

Mr. Nasrer. That was my understanding of his conversation. 

Chairman King. Mr. Kean / 

Mr. Kean. Did vou suggest to Mr. Caudle what remuneration he 
would get for doing this work for you 4 

Mr. Nasrer. Mr. Caudle was not the kind of person who would 
take a penny from anybody. 

Mr. Kean. You say he was not the kind of person to take a com 
mission ¢ 

Mr. Nasrer. Not a penny that I know, to my know!ledge. At that 
time | had never heard anvthing detrimental about the person. 

Mr. Kean. He did not suggest anything about a commission and vou 
did not suggest it ¢ 

Mr. Nasrer. No. 

Mr. Kran. You just expected him to do this because vou knew him 
so intimately ¢ 

Mr. Nasrer. That is right. What Lam trying to say is that I wanted 
him to locate some sources, then L was going to go over there and ex- 
ploit it myself, but I didn’t want to go on a wild goose chase. 

Mr. Kean. That was a very valuable service to you and would have 
been worth a great deal of money to vou / 

Mr. Nasrer. From time to time | have turned over connections to 
other people and I have never taken anything for it. That is a com- 
mon courtesy vou give a friend, 

Mr. Kran. You give to friends? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. These were contacts Mr. Grunewald knew about in 
Europe? 
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Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Why was not the easy way to have Mr. Grunewald 
get in touch with his contacts in Europe and ask them whether they 
could provide steel and copper ¢ 

Mr. Nasrer. The conversation was so short there wasn’t much saic 
about it. The man was going over there. I thought he would be glad 
to do it for me. 

Mr. DeWrxp. Why did not Mr. Grunewald just cable his source: 
for steel and copper? Were you not in a big hurry to get it? 

Mr. Nasrer. Sure. 

Mr. DeWinp. But being in a big hurry to get steel and copper, the 
best way you could think of to operate was to ask Mr. Caudle? 

Mr. Nasrer. You can’t do those things by telephone or telegraph : 
you must do it in person. 

Mr. De Winv. Whiy is that so? 

Mr. Naster. Because there is a great shortage of it and they give 
it toa select few. 

Mr. DeWrnp. You thought that Mr. Caudle might be just the man 
to get you steel and copper ? 

Mr. Yantox. Iam aril trying to abide by that ruling. I don’t think 
the witness has made any such statement, and, in fairness to the wit 
ness, I think counsel for the committee ought not to put unfair ques 
tions. This witness is obviously nervous and upset. I don’t believe 
that the witness has stated that he believed Caudle was just the man 
for that. He said Mr. Caudle was on his way to Europe and he 
thought he would help out. 

Mr. DeWrnp. Mr. Naster, I understood you to say it required a ver) 
special few to get steel and copper? 

Mr. Naster. That was my opinion. 

Mr. DeWinp. You thought Mr. Grunewald and his introduction 
plus Mr. Caudle would add up to a very special few ? 

Mr. Naster. Probably so. 

Chairman Kine. Did it occur to you, Mr. Naster, that, by whatever 
means, if an Assistant Attorney General of the United States made 
inquiry for you personally abroad in connection with steel and copper, 
it would be much better than a cable from an unknown person? Dic 
it enter your mind that perhaps because of Mr. Caudle’s position wit) 
the Government he could perhaps expedite it and be more effective 
in his assistance to you in obtaining steel and copper than just an 
ordinary individual? Would that have been an unreasonable thought 
in your mind or any other man’s mind if he was seeking something 
that was hard to get in the European market ? 

Mr. Naster. What I had in mind was that Mr. Caudle presented 
himself very well, and T had no intention of telling him to use his 
capacity as an Attorney General to do anything for me. It is just 
that he made a good appearance and was well-spoken and he 
could see—— 

Chairman Kine. It would not have been an unreasonable thought 
for any businessman to have a man of such prominence intercede in 
his behalf? 

Mr. Naster. I wouldn’t think so. I was looking to acquire this ma 
terial for my use and not for resale. 

Mr. DeWrxp. You will remember, Mr. Naster, that when you ap- 
peared in closed session before this committee there was some discus- 
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sion about telephone calls to Mr. Caudle. Do you remember being 
asked this question: “There was no business purpose to these calls?” 
To which you replied: “I never had any business with Caudle of any 
kind excepting just that passport permission.” 

Mr. Nasrer. I considered this a personal favor and it was no busi- 
ness relationship at all. This was just a personal favor. 

Mr. DeWrnp. Was the answer that you gave in your opinion true? 

Mr. Nasrer. I would say so. I didn’t have him act as my agent or 
anything. He was just doing me a personal favor. 

Mr. DeWrnp. You were calling him about a business transaction ; 
it was not just a social call; is that correct ? 

Mr. Nasrer. I wouldn’t call it a business transaction; I would call 
that a personal favor. 

Mr. DeWinp. Is it not a fact, Mr. Naster, that you just recently 
invented this story after Mr. Caudle testified here concerning your 
call to him? 

Mr. Nasrer. No, sir; I have invented no story, and I will be glad 
to tell the same story to anybody, the grand jury or anybody else. 

Mr. DeWinp. Why did you not tell the story to the committee? 

Mr. Naster. Nobody asked me. 

Mr. DeWrnp. You were asked whether you spoke to Mr. Caudle on 
anything except a social talk. 

Mr. Nasrer. As far as I am concerned, that is a social talk, it is a 
request to do a favor. 

Mr. DeWrnp. Asking him to look up sources of steel and copper in 
Europe is just a social call, to your mind ¢ 

Mr. Nastrer. On the basis on which I asked him, ves. That is done 
« hundred times a year with various people and nothing ever comes 
of it. 

Mr. DeWinp. Let me repeat the question that was asked of you at 
that time: “There was no business purpose to these calls?” That was 
the question. Your answer was: “I never had any business with 
Caudle of any kind excepting just that passport permission.” 

Mr. Nasrer. I wouldn't call that any business. 

Mr. DeWinpv. Apparently you viewed the passport permission as a 
sort of business. 

Mr. Naster. Yes; I wanted to go over there on business. 

Mr. DeWinp. But this call had a very specific business purpose, 

Mr. Naster. Not as far as Mr. Caudle was concerned. 

Mr. DeWrnp. Your purpose was a business purpose to get steel and 
copper, you said, 

Mr. Naster. I had asked Mr. Caudle as a friend to see if he could 
intercede for me to find a source of supply. That doesn’t make him do 
any business, 

Mr. DeWinp. You asked him as a friend to intercede for a passport. 

Mr. Naster. I didn’t ask him anything for a passport. 

Mr. DeWrnp. You said, “I never had any business with Caudle of 
any kind excepting just that passport permission.” 

Mr. Naster. Yes, sir. 

Mr. DeWinp. Do you consider that passport permission more of a 
business transaction than the steel and copper? 

Mr. Naster. Yes, sir. Steel and copper was just a contact; it was 
no business. 
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Mr. DeWinv. Wasn't this a hurry-up telephone call to Caudle for 
only one purpose, namely, a business purpoge ¢ 

Mr. Nasrer. No, sir. 

Mr. DeWinp. As you tell the story, that is it. 

Mr. Nasrer. You are putting words in my mouth. It is not a busi 
ness call. I asked,him to do me a favor and find out what he could 
for me in my behalf. 

Mr. DeWinp. In order to get steel and copper. 

Mr. Nasrer. I don’t even recall if I said steel and copper to Caudle 
at that time. I asked him to call Grunewald to see if he could see 
some people over in Europe for me. 

Mr. DeWrnp. That could be helpful in a business way ¢ 

Mr. Nasrer. I didn’t say that. You are putting words in my mouth. 

Mr. DeWinxv. What was the purpose 

Mr. Nasrer. I am telling you what the purpose was. But 1 didn't 
tell Caudle at that time. 

Mr. DeWinp. You still had a business purpose to your call and only 
a business purpose / 

Mr. Yasiok. The witness states to me he has answered the question 
several times, in his opinion, that it was not a business call, as he 
understands the term “business.” Lt was merely conversation which 
resulted in no business transactions. He contemplated no payment 
to anybody for the call. 

Mr. DeWinv. When had you first meet Mr. Grunewald ¢ 

Mr. Nasrer. The latter part of 1944 or the beginning of 1945. 

Mr. DeWinp. Now, before I go into this, I want to go back for a 
moment to this evening telephone call. You say that you know deti- 
nitely that was made the night before Mr. Caudle was to leave for 
Kurope ? : 

Mr. Nasrer. Yes, sir: leave for New York. 

Chairman King. Mr. Kean will inquire. 

Mr. Kean. In any other of your social calls to Caudle, did you ask 
him as a personal favor, as a friend, to make other contacts which 
might have helped you in your business ¢ 

Mr. Nasrer. I don’t recall any, sir. 

Mr. Kean. This was the only one ¢ 

Mr. Nasrer. As best I reeall, 

Mr. Kean. As far as you remember ¢ 

Mr. Nastrer. Yes, sir. 

Chairman Kine, I think, Mr. Naster, that your counsel consulta- 
tions are very frequent consultations and are probably contributing 
as much to your nervousness as the camera equipment. 

Mr. Nasrer. I am getting much steadier now, sir. 

Chairman Kine. Fine. On the simple questions, I do not think 
you will have any difficulty. 

Mr. Nasrer. Asking so many questions so many different ways is 
confusing with me. ; 

Chairman King. Do not hesitate to consult with your counsel. But 
I think if you do so as infrequently as you can do it, that may contrib- 
ute to your peace of mind. ; 
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Mr. DeWinp. Now, in this executive session we just referred to, 
Mr. Naster, do you remember being asked this in connection with these 
telephone calls: 

“And how would you call him?” 

Your answer: 

‘Lamar.’ How would IT call him you mean’? 

@. Yes. You would call him “Lamar”? 

A. That is right 

“And how are things, Lamar?” 

Just talk, like two friends would 

Q. And he would ask you how things were? 

A. That is right. He was interested in my plant and what | was doing there 

You had had some discussions about your business with Mr, Caudle ¢ 
Is that right / 

Mr. Nasrer. The man was just interested in my life, as to what I 
was doing. He had no particular interest in my business. He knew 
nothing about it any more than I knew about his. 

Mr. DeWinp. What was his interest in your plant ¢ 

Mr. Nasrer. There wasn’t any interest in the plant. He was just 
interested in knowing what I was doing. That's all. 

Mr. DeWinp. You now say very definitely, do you, that the only 
time you made a call to Mr. Caudle that had any connection with your 
business Was this one call just before he left for Europe ¢ 

Mr. Nasrer. To the best of my recollection: ves. 

Mr. DeWinv. To the best of your recollection ¢ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. All right. Now, you say you had met Mr. Grune 
wald for the first time in 1944 or 1946. Where did you meet him ‘ 

Mr. Nasrer. In the Washington Hotel. 

Mr. DeWinxp. That is the Washington Hotel here in Washington, 
D. C.? 

Mr. Nasrer. Yes. 

Mr. DeWinp. How did you happen to meet Mr. Grunewald ¢ 

Mr. Nasrer. He was sitting at a table alongside of me in the cocktail 
lounge. 

Mr. DeWinp. Well, did somebody introduce you ? 

Mr. Nasrer. No, sir. 

Mr. DeEWinp. You just fell into conversation with him sitting next 
to him in the cocktail lounge ? 

Mr. Nastrer. Yes, sir. 

Mr. DeWinp. Well, thereafter did you get to know Mr. Grunewald 
pretty well/ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. What sort of things did you talk about with Mr. 
Grunewald back in 1944 or 1945, when you first met him? 

Mr. Nasrer. Just private business. It had nothing to do with any 
(Government agencies or any departments or any Individuals from the 
Government. 

Mr. DeWinp. Just private business. Did you talk about the elec- 
trical business ? 

Mr. Nasver. Yes, sir. 

Mr. DeWixp. What business was Mr. Grunewald in? 

Mr. Nasrer. He gave me the impression that he was retired and he 
was in the finance business or used to be in the finance business. 
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Mr. DeW inp. He gave you the impression he was retired and was 
in the finance business? 

Mr. Nasrer. Used to be. 

Mr. DeWinp. Oh, prior to his retirement / 

Mr. Nasrer. Yes. 

Mr. DeWinp. He gave you the impression he was doing nothing! 

Mr. Nasrer. He was retired. 

Mr. DeWinpv. Yes. He had no business activity / 

Mr. Nasrer. Yes, sir. 

Mr. DeWinpv. Well, did he tell vou that ¢ 

Mr. Nasrer. I don't recall, sir. That’s so many years ago. 

Mr. DeWinp. Well, did you ever discuss with him getting sup- 
plies for your electrical business ? 

Mr. Naster. Oh, yes. 

Mr. DeWenv. What sort of discussions were they? Business dis- 
cussions ¢ 

Mr. Nasrer. I asked him if he knew any people that might have 
business that might have some surplus material I could have, or if 
he knew anybody that I could get some orders from for my business. 

Mr. DeWrnp. This was during the war period ? 

Mr. Nasrer. Yes, sir. 

Mr. DeWtnp. Well, was he helpful to you in your business? 

Mr. Nasrer. Sir? 

Mr. DeWinp. Was he helpful to you in your business? 

Mr. Nasrer. No, sir; never. 

Mr. DeWinp. Well, after that first meetng in the cocktail lounge in 
1944 and 1945, where did you next see Mr. Grunewald? 

Mr. Nasrer. Well, as I recall, I ran into him in the dining room, 
and then one time he invited me up to his rooms. 

Mr. DeWrnp. Can you say when that occurred ¢ 

Mr. Nasrer. Honestly, I couldn't. 1 couldn't recall any specific 
time or date, because I attached no importance to them. TI had no 
reason to remember them. 

Mr. DeWinv. Was this before you were convicted of tax evasion, 
or afterward ¢ 

Mr. Nasrer. Before and after. 

Mr. DeWinp. Before and after. Well, then the next time vou saw 
him was before vour tax case came up? 

Mr. Nasrer. I don’t believe I saw him when I had tax trouble. I 
don’t believe I saw him at all. I met him long before I ever had any 
complications in tax. 

Mr. DeWinxp. Where did you see Mr. Grunewald when you would 
meet with him in Washington ? 

Mr. Yastox. Would counsel please be more specific as to time? 
Such a general question the witness can’t answer. 

Mr. De Winp. Before your tax case came up, you said you saw 
Mr. Grunewald in Washington. At what places did you see him? 

Mr. Nasrer. Well, in the hotel, in the Vobby or the dining room, 
the cocktail lounge. 

Mr. DeWinp. Did you meet with him in his own room? 

Mr. Nasrer. I think once; maybe it might have been twice. I 
don’t recall. 

Mr. DeWrnp. Was that room an office or just a living room and 
bedroom ¢ 
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Mr. Nasrer. A living room and bedroom. 

Mr. DeWinp. It was a two-room suite; is that right ¢ 

Mr. Nastrer. To the best of my recollection. 

Mr. DeWinp. And you used to meet with him there at some times? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Well, during the time that your tax case was before 
the Department of Justice and in the courts, did you see Mr. Grune- 
wald ¢ 

Mr. Nasrer. Never, no, sir. 

Mr. DeWrnp. You never saw him during that time? 

Mr. Nasrer. No, sir. 

Mr. Kean. In all of these meetings with Mr. Grunewald, for in- 
stance, when you went up to his room, was he alone ¢ 

Mr. Nasvrer. | think there were always—both times as I believe, 
as I recall it, before 1945, he always had a lot of people in the room. 

Mr. Kean. He had a lot of people in the room / 

Mr. Nasrer. Yes, visitors. Somebody was always coming or 
going. 

Mr. Keax. What was he doing’ Holding open house for them? 

Mr. Nasrer. He was a good host. 

Mr. Kean. With a table and drinks and various things like that? 

Mr. Naster. Yes, sir. 

Mr. Kran. Do you know, outside of perhaps business people, who 
some of the people were ¢ 

Mr. Nasrer. I don’t recall any of the names of anybody I met there. 
Just casual. I was never in there over 10 minutes at a time. 

Mr. DeWinp. Now, after you had served your present term on 
the t: = case, did you begin to see Grunewald again ¢ 

Mr. Nasrer. I next saw Grunewald some time in 1948, when I was 
looking to liquidate my company. 

Mr. DeWixp. What did vou ask him about that ¢ 

Mr. Nasrer. I asked him if he knew anybody that would be 
interested in buying it. 

Mr. DeWinv. What did he say about that ¢ 

Mr. Nasrer. He said he would look into it. 

Mr. DeWinp. Was this your electrical business in Chicago? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinn Did vou just see him on one occasion about that, about 
selling that Chicago business ¢ 

Mr. Nasrer. It may have been twice. I am not sure. 

Mr. DeWinp. Did anything come of it? Did he find any buyer 
for you? 

Mr. Nasrer. No, sir. 

Mr. DeWinp. Where did you see him on that one occasion or on 
those two oceasions? At the Washington Hotel again ? 

Mr. Nasrer. I was checked in at the hotel at that time . 

Mr. DeWinp. Did you visit his suite at that time ¢ 

Mr. Nasrer. I may have. I am not quite clear about that. 

Mr. DeWinp. Did you sell your Chicago business ? 

Mr. Nasrer. No, sir. 

Mr. DeWinp. What did you do? Just close it out ? 

Mr. Nasrer. Auctioned it off. 
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Mr. Kean. Why did you think that Mr. Grunewald would be able 
to find you a buyer for your electrical business, if he was just a re- 
tired man here in Washington? 

Mr. Nasrer. Well, Mr. Grunewald gave me the impression he had 
a lot of business contacts, and I thought maybe one of his business 
contacts might be interested in inquiring about my patents and this 
whole firm I had, and instead of liquidating that way, I could have got 
a little more for it that way. 

Mr. Kean. If he had business contacts, he was in business. 

Mr. Nasrer. No, he knew business people. I don’t mean business 
contacts; he knew business people. 

Mr. Kean. And you thought, again, that he would sell this prop- 
erty for you because you were a friend and he would make nothing 
out of it ¢ 

Mr. Nasrer. Well, I am sure that if he would have gotten the 
connection, and I sold it. I would have given him something. I 
made no arrangements with him about anything. 

Mr. Kean. But do you think that he was generally in that type of 
business, making contacts between people who wanted to buy and sell, 
and getting commissions / 

Mr. Nasrer. I was under the impression that he dealt in surplus 
materials, 

Mr. Kean. Then he was in business. You first said your impres 
sion was that he was retired. 

Mr. Nasrer. That is 4 years before that, sir. We are talking about 
144 and 1948. That is 4+ years’ difference, sir. Anybody can quit 
in 1944 and be back—— 

Mr. Kean. In 1944 he had retired, and in 1948 you think he had 
gone back into business and was dealing in surplus materials ¢ 

Mr. Nasrer. That was my impression. 

I had the same conversation with dozens of other people trying to 
sell my company, brokers and everybody. I listed it for sale, adver- 
tised it, and everything. 

Mr. Kean. Everybody you would see, you would say, “There is an 
electrical company with a couple of patents that I would like to sell,” 
or “dispose of? 

Mr. | prcthed Dispose of. 

Mr. DeWrnp. You say this was in 1948 when you saw Grunewald 
once or twice. When did you next see him? 

Mr. Nasrer. I am not clear about that, sir. I wouldn’t recall. I 
saw him—lI was in the Washington Hotel several times at that time, 
but I didn’t stop to bother him. 

Mr. DeWinpv. When is the next occasion that you remember seeing 
Grunewald ¢ 

Mr. Naster. Without looking up my hotel bills, I wouldn’t be able 
to say, sir. 

Mr. DeWrnv. How would looking at your hotel bills help you to 
remember how you saw him? 

Mr. Naster. Because if I stop at a hotel I get a bill for the 2, 3, or 
5 days I was there. I don’t remember dates. 

Mr. DeWrnp. Did you stay at the Washington Hotel this year? 

Mr. Nasrer. Oh, sure. 

Mr. DeWrnp. 1951? 
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Mr. Naster. Yes, sir. 

Mr. DeWinb. Have you stayed there frequently ‘ 

Mr. Nasrer. Well, I generally try to get into the Statler. If I can't 
get in there, I go to the Mayflower. If I can’t get there, 1 go where- 
ever I can. 

Mr. DeWrnv. Have you stayed at the Washington Hotel frequently 
in 1951? 

Mr. Naster. It may have been twice. 

Mr. DeWinpb. Only twice, you think ¢ 

Mr. NAstrer. It may have been. 1 am not sure. 

Mr. DeWinpb. Are you sure you stayed there at all 

Mr. Nasver. Oh, yes. 

Mr. DeWinv. You are sure you stayed there, and it may have been 
twice, = it may have been once; is that what you say? 

Mr. Naster. Yes, sir. It was once. It may have been twice. 

Mr. DeWrxp. On that one occasion did you see Grunewald ¢ 

Mr. Nasrer. Oh, yes. 

Mr. DeWinp. Is it a safe thing to say that every time you stay at 
the Washington you see Grunewald ¢ 

Mr. NAsrer. Oh, no. Many times I have been there I never found 
him. 

Mr. DeWinpv. But this year you stayed there en at least one oc- 
casion, and on that occasion, you saw him ¢ 

Mr. Nasrer. That’s right. 

Mr. DeWinxv. Where did you see him ¢ 

Mr. Nasrer. I saw him in his room for a few minutes. 

Mr. DeWinxn. What was the purpose of your meeting 4 

Mr. Nasrer. Just a general conversation, looking for materials. 

Mr. DeWrxp. Well, what did Mr. Grunewald say about materials? 

Mr. Nasrer. He said he would look around for me. 

Mr. DeWinp. Just said he would look around for you. What were 
you asking for then ¢ 

Mr. Naster. Steel mostly. 

Mr. DeWrnxp. Steel mostly. Copper, toof Or only steel ¢ 

Mr. Nasrer. Well, I had a source for copper at that time. I was 
looking for steel awful bad. 

Mr. DeWinp. What time was this, that you are saying / 

Mr. Nastrer. I don’t recall the date, sir. 

Mr. DeWinp. Well, you say you had a source for copper at that 
time. Now, that must mean some time to you. 

Mr. Naster. I was getting copper over a period of months. 

Mr. DeWrnp. All right. What months were you getting copper 
over ¢ 

Mr. Nasrer. July, August, September. 

Mr. DeWrnp. Well, you think it then was in July that you were 
at the Washington and saw Mr. Grunewald ¢ 

Mr. Nasrer. I think it was in August. Not in July. 

Mr. DeWinv. You think it was in August ? 

Mr. Nasrer. It may have been in August, now that I think about it. 
I am not sure about that either, sir. 

Mr. DeWrnp. Well, could it have been in July ¢ 

Mr. Nasrer. Oh, it could have been, sure. 

Mr. DeWinp. You just can’t recall the time at all? 

Mr. Nasrer. No, sir. 














1750 INTERNAL REVENUE INVESTIGATION 


Mr. DeWinp. Well, when you stayed at the Washington Hotel 
that time, where did you stay? In Mr. Grunewald’s suite? 

Mr. Nasrer. Never. 

Mr. DeWrnp. You stayed at the Washington Hotel. You think it 
was just once this vear? 

Mr. Nasrer. I know it was once. I think it may have been twice. 

Mr. DeWinp. Well. did you see Mr. Grunewald more than once? 

Mr. Nasver. I don’t recall, sir. I attach no importance to those 
visits. Why should I tyy to remember if I see the man ¢ 

Mr. DeWrnxpv. These are business visits in which you are trying 
to get steel, you say. 

Mr. Nasrer. Yes: but he wasn’t the only man I went to see for 
steel. I saw everybody I could contact. Everybody I met, I guess. 
I must have spoken to 10,000 people, I guess. “That was my conver- 
sation, “Do you know know anybody who has steel to sell?” 

Mr. DeWrnp. At the present time you can remember seeing Mr. 
Grunewald only once this year that you can be sure of ¢ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Is that the only time you have seen him or spoken 
to him? 

Mr. Nasrer. No: I spoke to him over the telephone. 

Mr. DeWinp. From where / 

Mr. Nasrer. From my home in Miami. 

Mr. DeWinpv. Do you make frequent calls to him ? 

Mr. Nasrer. No; not frequent calls. 

Mr. DeWinp. Well, now, when did you make these calls? Can 
you remember that ? 

Mr. Nasrer. I don’t recall the dates, sir. There is only one date 
that I do recall, and that was the day before Caudle went to Europe; 
or went to New York to get the boat to go to Europe. 

Mr. DeWinp. Well, you know that you have been required to pro- 
duce your telephone toll records here, and that those calls that you 
made can be traced. 

Mr. Nasrer. That’s right, sir. That's why I don’t reeall. If I 
could look at those bills, then I could tell you the number. I gave 
you all those bills that I had. 

Mr. DeWinp. Well, do you think that you were calling Mr. Grune- 
wald and Mr. Caudle at about the same time ? 

Mr. Nasrer. I am a little bit confused about the question. Could 
you clarify it a little bit more? 

Mr. DeWinp. Do you recall that you were telephoning Mr. Caudle 
and Mr. Grunewald at about the same time ? 

Mr. Nastrer. How could I call two people at the same time? 

Mr. DeWrnp. I mean during the same day. Was it the saine time 
that you called Mr. Caudle that you called Mr. Grunewald? 

Mr. Nasrer. I called Mr. Grunewald, and then I called Mr. Caudle. 
I explained that before. 

Mr. DeWinp. So that call to Mr. Grunewald was made late at night 
some time in July, then ? 

Mr. Nasrer. I put a call in for Mr. Grunewald early in the evening, 
but the call wasn’t completed until later in the evening. 

Mr. DeWinp. After you talked to Mr. Caudle? 

Mr. Naster. Before. 
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Mr. DeWinp. Before you talked to Mr. Caudle. And that was the 
day before Mr. Caudle sailed to Europe ¢ 

Mr. Nasver. That was the day before he went to New York to get 
the boat. 

Mr. DeWrnp. Before he left Washington. You remember you 
talked to Mr. Grunewald that evening. Did you talk to Mr. Grune- 
wald again after that ¢ 

Mr. Nasrer. After that? Well, Mr. Grunewald was supposed to 
call me back if he heard anything, but I don’t believe he ever called 
me after that. I didn’t press it. s 

Mr. DeWinp. Did you call him after that ? 

Mr. Nasrer. I don’t believe so. 

Mr. DeWrnv. You have no recollection of any call after that ? 

Mr. Nasrer. No, sir. 

Mr. DeW inv. Do you remember calling him shortly before that, 
before this call you have mentioned¢ Were there earlier calls within 
a short time beforehand ¢ 

Mr. Nasrer. I may have, but I don’t recall. 

Mr. Kean. Were all these calls to Mr. Grunewald to the Washing- 
ton Hotel ¢ 

Mr. Nasrer. To the best of my recollection, yes. 

Mr. Kean. You didn't call him at his home in New Jersey in Spring 
Lake? 

Mr. Nasrer. No. I tried to call him at his Miami home, but no one 
ever answered there. He was never down there. 

Mr. DeWinp. Well, now, you have said that you called Mr. Grune- 
wald early in the evening. 

Mr. Nasrer. I say I put a call in for him earlier. 

Mr. DeWrnp. Yes. and got him some time before you spoke to 
Mr. Caudle / 

Mr. Naster. Yes. 

Mr. DeWinp. You told him you were going to speak to your friend 
Mr. Caudle, and have him call Mr. Grunewald; is that right ? 

Mr. Naster. I don’t recollect, as I mentioned, using Caudle’s name 
to Grunewald before I called him. 

Mr. DeWinp. You just said you would have a friend call? 

Mr. Nasrer. That he was going to Europe, yes. 

Mr. DeWinb. Well, now, how did you leave it with Mr. Grunewald ? 
That he was to call your friend, or your friend would call him? 

Mr. Nasrer. My friend was to call him and tell him where he was 
going, and he was to give him information. 

Mr. DeWinp. And how was Mr. Caudle going to do that, if he was 
just leaving the next day ¢ 

Mr. Naster. I asked him if he would call him right away. 

Mr. DeWrnp. I see. And did you find that Mr. Grunewald would 
be available the next day to receive the call ¢ 

Mr. Nastrer. Right away meant that evening. 

Mr. DeWinp. Oh, you thought he would call in the middle of the 
night and get Grunewald. Well, did you check back with Mr. Grune- 
wald and see whether he had called ? 

Mr. Nasrer. No, sir. I called him a couple of times, but [ never 
could reach him. 

Mr. DeWinpb. Oh, you put in some calls? 

Mr. Nasrer. As best I recall, 
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Mr. DeWinpv. So you just lost all interest in this contact that you 
were trying to establish? 

Mr. Naster. I lost interest, because nothing happened. If any- 
thing happened, the man would certainly call me. 

Mr. DeWtnp. But you never even tried to find out whether Mr. 
Caudle had been able to get hold of Mr. Grunewald ¢ 

Mr. Nasrer. I took it for granted that he didn’t. Otherwise Grune- 
wald would call me. 

Mr. DeWrnp. Oh, he was going to call you back, was he? 

Mr. Nasrer. I say I took it for granted that he was going to call 
me if he had anything, if anything came of it. 

Mr. DeWinv. Now, you were asked in executive session before the 
committee as to any discussions you had with Grunewald, business 
discussions. Yet you did not mention ever discussing with Grunewald 
establishing contacts in Europe for copper and steel. 

Mr. Nasrer. Nobody asked me, and I didn’t attach any importance 
to it. Nothing ever happened. 

Mr. DeWrnp. But you were asked for any discussion you had with 
Grunewald about business matters. 

Mr. Nasrter. I said that he was always looking for steel and copper 
for me but never got anything. 

Mr. DeWinp. You just didn’t think you would mention the transac- 
tions in Europe? 

Mr. Nasrer. Nothing came out of it, so I forgot about it. You hear 
all kinds of conversations in the course of aday. My God, I have 500 
people I talk to. 

Mr. DeWrnp. You still say this is not a story you just invented to 
fit into the situation that has developed since your earlier testimony ’ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. When is the last time you talked to Mr. Grunewald? 

Mr. Nasrer. That may have been the time. 

Mr. DeWrnp. I beg pardon ? 

Mr. Nasrer. I believe that was the last time I talked with him. 

Mr. DeWinp. What was the last time you communicated with him 
in any way? 

Mr. Nasrer. To the best of my recollection. 

Mr. DeWtinp. Have you written any letters to him since that time ? 

Mr. Nasrer. I never wrote to him. 

Mr. DeWinp. Have you had any telephone calls with him since that 
time? 

Mr. Nasrer. Not that I recall, sir. 

Mr. DeWtnp. Has anybody spoken to Mr. Grunewald at your re- 
quest? Have you asked anybody to go and see him for you? 

Mr. Nastrer. No. Not to my knowledge. 

Mr. DeWinp. There has been no communication between you and 
Mr. Grunewald, direct or indirect, since last July? 

Mr. Nasrer. We were talking about August. 

Mr. DeWinp. Or August? 

Mr. Nasrer. Not to my recollection. 

Mr. DeWinv. Now, you have just brought a new counsel in here. 
When did you meet Mr. Yablok? 

Mr. Nasrer. This morning. 

Mr. DeWrnp. This morning? 

Mr. Nasrer. Yes. 
























INTERNAL REVENUE INVESTIGATION 1753 


Mr. DeWinv. How did you happen to retain Mr. Yablok? 

Mr. Nastrer. Well, I knew a Colonel Marcus from Washington here 
some years back, and I knew that this man was associated with him. 
I thought he would be a good man. I called him last night and asked 
him if he would entertain the idea of representing me. He said he 
would be very happy to. 

Mr. DeWinp. a say Colonel Marcus ¢ 

Mr. Nasrer. Yes, sir. 

Mr. DeWrnp. Is Colonel Marcus dead ¢ 

Mr. Yastox. Mr. Chairman, I respectfully suggest that inquiries 
as to how any witness obtained counsel are a little bit unusual, to say 
the least. I have no objection to this inquiry proceeding, but I believe 
it is carrying the authority of this committee and the realm of ques- 
tioning a little bit to the extreme. 

Chairman Kine. There would be no secrets involved, at any rate, 
Mr. Yablok. 

Mr. Yasiox. Sorry, sir, I didn’t hear you. 

Chairman Kine. It appeared to me that Mr. Naster needed coun- 
sel, and he obtained counsel. 

Mr. DeWrnpb. Well, the situation is that Mr. Naster has had coun- 
sel. Mr. Daly was his counsel for some time. And he just retained 
Mr. Yablok last night. 

What time last night did you retain Mr. Yablok ? 

Mr. Nasrer. About 11:20 I got him at his home. 

Mr. DeWrnp. 11: 20 last night? 

Mr. Nasrer. Yes, sir. 

Mr. DeWrnv. Where did you reach Mr. Yablok? 

Mr. Nastrer. At his home. 

Mr. DeWinp. Where is his home? 

Mr. Nasrer. In New York City. 

Mr. DeWrnp. You called him there? 

Mr. Naster. Yes, sir. 

Mr. DeW rnp. How did you learn the number? 

Mr. Naster. The telephone book, information. He is listed in the 
phone book. 

Mr. DeWtnp. You had never met Mr. Yablok before? 

Mr. Nasrer. No, sir. 

Mr. DeWrnp. You just recalled him from something that Colonel 
Marcus had said to you? 

Mr. Nasrer. Yes, sir. 

Mr. DeWrnp. How many years ago did you talk with Colonel Mar- 
cus last / 

Mr. Nasrer. I didn’t mean that Colonel Marcus had said it to me. 
I knew he was connected with Colonel Marcus. 

Mr. DeWtnp. How long ago did you learn of that? Let’s with- 
draw that. 

When did you last see Colonel Mareus? 

Mr. Nasrer. I don’t recall that, sir. 

Mr. DeWrnp. Well, is it more than 5 years ago? 

Mr. Nasrer. I would say it is more than that; yes, sir. 

Mr. DeWinp. It is more than 5 years ago? 

Mr. Nasrer. It is about the time that I met Grunewald. 

Mr. DeWinb. Well, was Colonel Marcus connected with Grunewald 
in some wav ? 
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Mr. Nasrer. No, sir. I don’t even know if they were acquainted 
with each other. 

Mr. DeWrnv. Do you have any knowledge that either Mr. Marcus or 
Mr. Yablok know Mr. Grunewald? 

Mr. Nasrer. No, sir. 

Mr. Yasiox. I will repeat, I consider this entire line of question- 
ing highly improper. 

Chairman Kine. Mr. Yablok, it is not unusual for attorneys at 
law to find objectionable proceedings in a congressional hearmg. 
It ishistoric. And your client is not a defendant here. We, of course, 
are not bound by the rules of procedure that you are accustomed to. 
We merely are seeking information. And I believe that our counsel 
is not on improper grounds in following this out. 

Mr. DeWinp. Isn't it true that Mr. Grunewald suggested you 
retain Mr. Yablok? 

Mr. Yasiox. At this point, I have to resent that personally, and 
I will advise my client as to his rights. This question goes beyond 
the realm of this committee. 

Chairman Kine. Would you care to state, Mr. Yablok, your reason- 
ing in connection with the question / 

Mr. Yasiox. Yes. As I see these proceedings, you stated that you 
are not bound by certain procedure. But it would seem to me that 
the right to counsel of his own choosing without having to explain 
to anybody why he chose a certain counsel is far more historie in 
the United States than the right to apparently abandon the code of 
criminal procedure and the Constitution, by saying that a man is not 
a defendant and yet subjecting him to every type of accusation as 
though he were a defendant. Now, this committee has a right, I 
believe, under the law to inquire into all kinds of misfeasance, mal- 
feasance, or any kind of crookedness in the Government agency or 
anything connected therewith. How the relationship between my 
client and myself can possibly come within that right, conferred on 
this committee by the resolution, I fail to see. 

Mr. DeWinp. Well, isn’t it a fact that if the answer to that ques- 
tion were “Yes,” it would be a relevant inquiry ? 

Mr. Yasuox. I fail to see how that would be. And his answer 
would be “no.” 

Chairman Kine. Read back the question, please, Mr. Reporter. 

( The reporter read as directed.) 

Mr. Naster. I never saw Mr. Grunewald. 

Mr. DeWtnp. I beg pardon? 

Mr. Naster. I never saw Mr. Grunewald. 

Mr. DeWinp. That is not entirely responsive to the question. 

Mr. Nasrer. What was the question again ? 

(The reporter again read the question.) 

Mr. Naster. No, sir. 

Mr. DeWrnp. Did I hear you say “No, sir”; was that the answer? 

Mr. Nasrer. Yes, sir. 

Mr. DeWrxp. When did you first meet Mr. Teitelbaum ? 

Mr. Nasrer. I think it was on a Sunday morning in the middle of 
July. 

Mr. DeWinxv. A Sunday morning in the middle of July. 

Mr. Nasrer. Yes. 

Mr. DeWinp. Of this vear? 
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Mr. Nasrer. Yes, sir. 

Mr. DeWinv. You testified earlier, I believe, that it was in April. 

Mr. Nastrer. I never testified anything of the sort, sir. 

Mr. DeWinp. You now say it was in July ¢ 

Mr. Nasver. I never said it was April. 

Mr. DeWinp. You never said it was April? 

Mr. Nastrer. [am positive it was not April. 

Mr. DeWinv. One Sunday morning, you say, you met Mr. Teitel- 
baum. How did you meet him? 

Mr. Nasrer. At Mr. Nathan’s home. 

Mr. DeWinn. How did you happen to be there 4 

Mr. Nasrer. I went in tosee Mr. Nathan about trying to get me some 
materials for my plant which he had promised me, and nothing 
happened to it. I stopped around. IT heard he was back in town. 
His son told me he was coming back in town. I believe 1 called him 
on a Saturday night and told him I wanted to see him Sunday morn- 
ing. He says, “Come on over.” So I came over. And he intro- 
duced me to Mr. Teitelbaum, who was sitting there. 

Mr. DeWinp. That is the first time you had ever seen Mr. Teitel- 
baum ¢ 

Mr. Naster. Yes, sir. 

Mr. DeWinp. ‘The first time you had ever heard of Mr. Teitel- 
baum ¢ 

Mr. Nasver. No, sir. 

Mr. DeWinp. You had heard of him before, but you had never 
met him before ? 

Mr. Nasrer. That is right. 

Mr. DeWixp. From whom had you heard of Mr. Teitelbaum / 

Mr. Nasrer. Sir? 

Mr. DeWinxp. How had you heard of him before ? 

Mr. Yastox. The witness advises me that he has advised counsel 
for the committee of the reason for his reluctance to state publicly 
the way he had first heard of Mr. Teitelbaum. And no relevancy to 
the matter before the committee is involved with that. And as coun- 
sel for the committee was advised by the witness, there are certain 

rsonal considerations on the part of the witness that makes him 
Fearful of answering that question at this point. 

Mr. DeWinp. You say you are fearful of answering the question ? 

Mr. Nasrer. Yes, sir. 

Mr. DeWixp. Why are vou fearful of answering the question? 

Mr. Nasrer. I have already testified behind closed doors why 
I was. 

Mr. DeWrxp. Do T understand you to say you are in physical fear 
of answering this question ? 

Mr. Nasrer. Yes, sir. 

Mr. DeWrnp. Well, let us leave it for the moment. You say you 
went to Mr. Nathan’s home on a Sunday in July. and there you found 
Mr. Teitelbaum ? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinxp. You were introduced to him by Mr. Nathan? 

Mr. Nasrer. Yes, sir. 

Mr. DeWiwp. And what did you talk about at that conversation? 

Mr. Nasrer. I talked about the situation that T had, mostly. 

Mr. DeWrnv. What situation was that? 
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Mr. Nasrer. Income tax troubles that I had. 
Mr. DeWrnpv. You talked about your income tax trouble in July of 
1951? 

Mr. Nasrer. We were talking about the trouble that I had gone 
through with income tax. 

Mr. DeWrnp. Well, who brought that subject up? Mr. Teitelbaum, 
or you? 

Mr. Naster. Teitelbaum. 

Mr. DeWinp. What was said about your trouble? 

Mr. Nasrer. I told him everything that happened to me. 

Mr. DeWrnp. I beg your pardon? 

Mr. Nasrer. I told him everything that happened to me. 

Mr. DeWinp. Why did you do that ? 

Mr. Nasrer. He kept pumping me with questions. 

Mr. DeWinp. You felt you had to tell him whatever he asked you? 

Mr. Nasrer. Yes, sir. 

Mr. DeWrnp. You discussed in detail the whole history of your tax 
ease? Is that it? 

Mr. Naster. To a great extent. 

Mr. DeWinp. And what else did you talk about ? 

Mr. Nasrer. Well, he told me that he had tax trouble, and that he 
was going to be indicted that week. So my heart went out for him. 
I knew what he was going to go through. 

Mr. DeWrnpv. What did you say to him about it? 

Mr. Nasrer. I don’t recall that we discussed anything further there. 
He said he was coming up to see me. 

Mr. DeWinp. He said he was coming to see you. 

Mr. Nasrer. Sir? 

Mr. DeWinp. Were you and Nathan and Teitelbaum all sitting 
around talking about his tax case? 

Mr. Nasrer. I went over to the side with him, and we were talking 
amongst ourselves. I mean, Teitelbaum and I were talking by our- 
selves. 

Mr. DeWrxp. Where was Mr. Nathan? 

Mr. Nasrer. On the other side of the room, or making a phone call. 
I don’t remember what he was doing. 

Mr. DeWinpv. He wasn’t present during this conversation at all? 

Mr. Naster. No, sir. 

Mr. DeWrnv. And what did you say to Mr. Teitelbaum ? 

Mr. Naster. I talked about my tax case. 

Mr. DeWrnp. No; what did you say to him about his tax case? 

Mr. Nasrer. At that time I don’t believe there was anything more 
said, because he said he was coming up to see me that evening or the 
next day. 

Mr. DeWinp. Your heart just went out to him silently ? 

Mr. Nasrter. Well, I told him I felt very sorry for him, I felt he 
was in for a bad time. 

Mr. DeWinp. That is all you said to him? “You are just in for a 
bad time”? 

Mr. Naster. To the best of my recollection. 

Mr. DeWinv. Did you give him any advice about what he ought 
to do? 

Mr. Nasrer. Yes; I gave him a lot of advice. I don’t remember 
whether it was that day or the next day or one of the subsequent days. 
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Mr. DeWinp. Isee. You think it may have been at a later meeting ? 

Mr. Nasrer. It may have been, yes, sir. 

Mr. DeWinp. The first meeting you didn’t give him any advice?! 

Mr. Nasver. I don’t recall, sir. 

Mr. DeWinpv. When did you next see Teitelbaum ¢ 

Mr. Nasrer. I think it was the next afternoon. 

Mr. DeWinp. Did he come to see you? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinv. Where ¢ 

Mr. Nasrer. Out at the plant in Hollywood. 

Mr. DeWrnp. All right. Did you discuss his tax case then? 

Mr. Nasrer. At that time / 

Mr. DeWinv. Yes. 

Mr. Nasrer. I don’t recall. No, sir; not at the factory. 

Mr. DeWinp. Did Mr. Nathan come with him / 

Mr. Naster. Yes, sir. 

Mr. DeWrnv. But you did not discuss the tax case at all / 

Mr. Nasrer. No, sir. 

Mr. DeWixp. What did you discuss 

Mr. Nasrer. Just what I was doing there. He looked around, and 
|e Was impressed. 

Mr. DeWixv. Were you trying to interest him in buying into your 
business ¢ 

Mr. Nastrer. No, sir. 

Mr. DeWinp. When did you next see Mr. Teitelbaum é 

Mr. Nasver. We went over to the boat from there. 

Mr. DeWinp. After you left the plant ? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinxp. Who was with yout Mr. Nathan 

Mr. Nasrer. Yes, sir. 

Mr. DeWrnp. Was that all? 

Mr. Naster. I don’t recall if his son-in-law was along or not. 

Mr. DeW inp. Whose son-in-law ¢ 

Mr. Nasrer. Nathan’s. 

Mr. DeWinp. Is that Mr. Sale? 

Mr. Nasrer. Ys, sir. 

Mr. DeWinxp. You think he may have been with you when you 
went to the boat ¢ 

Mr. Nasrer. I was under the impression that he drove them out 
there, but I could be wrong about that. 

Mr. DeWinxv. All right. You went from the plant to the boat, 
you and Nathan and Teitelbaum, and maybe Lester Sale. 

Mr. Nasrer. Yes. 

Mr. DeWinv. When you got to the boat did you talk about the 
tax case? 

Mr. Nasrer. No, sir. 

Mr. DeWinp. Just a social visit ? 

Mr. Nasrer. He wanted to see the boat. 

Mr. DeWinp. You are sure you didn’t discuss the tax case at 
that time / 

Mr. Naster. Positive. 

Mr. DeWinv. Well, when did you next see Mr. Teitelbaum ? 

Mr. Nasrer. It was that evening. 
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Mr. DeW inp. Where did you see him / 

Mr. Nasrer. At his home. 

Mr. DeWrnp. Did Mr. Nathan go with you? 

Mr. Nasrer. No, sir. 

Mr. DeW inv. You went to see him alone at his home / 

Mr. Nasrer. No; my wife was with me. 

Mr. DeWinp. Oh, you and Mrs. Naster went over to the Teitel- 
baum home? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinv. Well, who else was present / 

Mr. Nasrer. Just his wife. 

Mr. DeWinv. I beg your pardon ? 

Mr. Nasrer. Just Teitelbaum’s wife. 

Mr. DeWinp. Are you referring to Mrs. Menkin é 

Mr. Nastrer. That is the name I hear now, but at that time she 
told me she was Mrs. Teitelbaum and introduced her daughter to us 
and everything. 

Mr. DeWinp. So there were just the four of you, you and Mrs. 
Naster and Mr. Teitelbaum and Mrs. Menkin. What was said at 
this visit ? 

Mr. Nasrer. We were just talking in general about businesses, and 
naturally he started to tell me about his tax thing. 

Mr. DeWinp. You say Mr. Teitelbaum started to tell you about 
his tax case? 

Mr. Nasrer. His tax troubles, yes, that he was going to be indicted 
that week. And he told me all about his trouble with the collector 
- he had faced and that it looked like they were going to indict 
iim. 

Mr. DeWinp. I didn’t hear that. Mr. Reporter, will you read the 
answer of the witness? 

(The reporter reads, as requested. ) 

Mr. DeWrnp. What did he say about the tax case, the Teitelbaum 
tax case? 

Mr. Nasrer. He told me he got into some discussion with this young 
collector, and that they were going to press it real hard. I said, “If 
you take my advice, don’t do like I did. Don’t wait until you get 
indicted. Go up there now and see if you can’t make a deal with 
those people. Go in with your hat in your hand. Be humble about 
it, pay what you owe them, and don’t get indicted, because if you get 
indicted it is awful difficult.” I said, “Pay what you owe them now 
and get it over with.” He said he would see them in hell first before 
he gave them a penny. 

Mr. DeWrtnp. So you advised him to go up and make a deal with 
those people. By “those people” whom did you mean ? 

Mr. Naster. The tax department. 

Mr. DeWrnp. And where? 

Mr. Nasrer. In Chicago, I guess. 

Mr. DeWrnp. You advised him to go to Chicago and make a deal 
with the people there? 

Mr. Nasrer. Yes, sir; admit his guilt or whatever he thought he 
owed, and pay them. 

Mr. DeWixn. Why did vou tell him to admit his guilt? Had he 
told you he was guilty? 
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Mr. Nasrer. He said they were asking him for four or six hundred 
thousand dollars. I said, “Go up and pay them.” That was my best 
advice. 

Mr. DeWinp. Did you tell him anything else? What was this con- 
versation about “pay before you get indicted”? 

Mr. Nasrer. I told him to try to settle this case before they would 
indict him. 

Mr. DeWinxv. You thought if he could settle the case before that, 
then he wouldn't be indicted ¢ 

Mr. Naster. Yes, sir. 

Mr. DeWinp. Had that been your experience / 

Mr. Nasrer. No, sir. I got indicted first. Then I paid. 

Mr. DeWinp. You were indicted first, and then you paid it ¢ 

Mr. Naster. Yes, sir. 

Mr. DeWinv. You thought if he paid it first, then he wouldn't be 
indicted? Was that it? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinv. You told him that is what you thought ¢ 

Mr. Naster. Yes, sir. 

Mr. DeWinp. Well, did you tell him at that time that he should 
pay you any money ‘ 

Mr. Nasrer. I should say not. 

Mr. _ Winp. Did you demand anything from him at all¢ 

Mr. Nastrer. Never. I was glad to help him and would do any- 
thing I could that would give him any information that would be 
helpful to him. My best advice to him was to “Go up there and see 
those people and tell them what you owe them and pay them.” I told 
him that several times. 

Mr. DeWinp. Did you say anything to him about getting a lawyer 
for him? 

Mr. Nasrer. No, never. He is very capable himself. 

Mr. DeWinp. Did you mention a Mr, Dillon to him ¢ 

Mr. Nasrer. Never. 

Mr. DeWinxp. Had vou been represented by Mr. Paul Dillon in 
your tax case ¢ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. But you had no conversation with Mr. Teitelbaum 
about Mr. Dillon ¢ 

Mr. Nasrer. Not to my knowledge; no sir. 

Mr. DeWinp. W = did you mention Mr, Dillon to him at all? 

Mr. Nastrer. No, si 

Mr. DeWunp. Did you mention any fee that it would cost to vet 
a lawyer / 

Mr. Nasrer. No, sir. 

Mr. DeWinxp. You are sure about that ¢ 

Mr. Nasrer. Positive. 

Mr. DeWinp. Did you ever at any time discuss with Mr. Teitelbaum 
the retaining of a lawyer, either Mr. Dillon or anybody else / 

Mr. Nasrer. No, sir. LT asked him who was representing him, and 
he said Bernstein, in Chicago. Did I know him? I said “No.” I 
didn’t know him. 

Mr. DeWinp. Now, this conversation you place some time within 
a week of the time you first met Teitelbaum / Is that right? 
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: Mr. Naster. I met Teitelbaum about 2 weeks before he closed his 
10use. 

Mr. DeWinp. Well, you met him on a Sunday in July, you said. 

Mr. Naster. Yes. 

Mr. DeWinp. Now, all of these conversations you talked about 
you say you met him that first time, and you talked with him at 
the plant 

Mr. Naster. It happened within 2 weeks. 

Mr. DeWrnpv. Wasn’t it less than that? 

Mr. NasTer. Possibly. It might have been within 10 days. 

Mr. DeWinv. Wasn't it within 1 week ? 

Mr. Nasrer. A little longer than 1 week, I think. It may have been 
| week. I am not positive about it. 

Mr. DeWinv. Where did you next see Mr. Teitelbaum ? 

Mr. Nastrer. I never saw him after that. 

Mr. 5 Wryp. You never saw him after that visit in his home? 

Mr. Nasrer. No, sir. Are you talking about that one visit there? 
What was the question? 

(The reporter read the pending question. ) 

Mr. Nasrer. I had two visits in his home or three visits in his home. 

Mr. DeWrnp. You told us about the first visit, where you and Mrs. 
Naster and Mr. Teitelbaum and Mrs. Menkin met. 

Mr. Nasrer. Yes, sir. He stopped by the boat one evening, and we 
weren't home. He left word for me to call him, that he had stopped 
by and to call him. I called him, and he said he would like us to 
come down. The following day he said he would like us to come down 
and spend the evening and go to the Five O’Clock Club. That is a club 
in Miami. And we did. 

Chairman Kine. You may be excused now, Mr. Naster, until 10:30 
fomorrow morning. 

Mr. Yastox. Mr. Chairman, may I find out if I can at this time 
what your plans are as far as questioning Mr. Naster, as to time? 
Because he would like to be able to make some provisions for his 
factory in Florida and be able to give some information as to when 
he can expect to be back there. 

Chairman Kine. It appears that tomorrow will complete our need 
for Mr. Naster. 

The committee will now adjourn until 10:30 tomorrow morning. 

(Whereupon, at 1 p. m., a recess was taken until Thursday, Decem- 
ber 13, 1951, at 10:30 a. m.) 
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THURSDAY, DECEMBER 13, 1951 


House or RepresENnTATIVES, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenue Laws or True ComMmitree ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10:35 a. m., pursuant to recess, in the 
main hearing room of the Committee on W ays and Means, New 
House Office Building, Hon. Cecil R. King (chairman of the sub- 
committee) presiding. 

Present : Secaanmaiioes King (presiding), Keogh, Kean, and 
Byrnes. 

‘Present also: Representative Woodruff. 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee ; oe Schachner, special counsel; Donald Schapiro, 
assistant counsel; Charles W. Davis, clerk: S. Keith Linden, admin- 
istrative assistant to Chairman King. 

Chairman Kine. Mr. Naster, please. 


TESTIMONY OF BURT NASTER, HOLLYWOOD, FLA., ACCOMPANIED 
BY JULES YABLOK AND EDWARD F. DALY, ATTORNEYS—Resumed 


Mr. DeWtnp. Mr. Naster. 

Mr. Yantox. Mr. Chairman, may oI As the same request that was 
made yesterday: that the photographers take their pictures before 
the testimony begins. 

Chairman Kine. Will the photographers cooperate in their usual 
manner ¢ 

Mr. DeWinp. Mr. Naster, yesterday you testified concerning your 
meeting with Mr. Teitelbaum for the first time in July of 195 1. and 
you related some of the me etings you had with him. You had just 
begun to describe a meeting you had with Mr. Teitelbaum at the Five 
O'Clock Club. Now, what’ was this meeting you had at the Five 
O'Clock Club, and who was there? 

Mr. Nasrer. I didn’t meet him at the Five O'Clock Club. I met 
him at his home. 

Mr. DeWixv. Mr. Naster, at the end of the session yesterday you 
had said: 

The following day he said he would like us to come down and spend the 
evening and go to the Five O'Clock Club. That is a club in Miami. And we did. 





Now, oe went with vou to the Five O'Clock Club? 

Mr. Naster. Mrs. Naster, Mrs. Teitelbaum, and Mr. Teitelbaum. 
Mr. De Winp. Did you spend the evening there? Was that it? 
Mr. Nasrer. Yes, sir. 
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Mr. DeWixp. Now, daring that evening, did you discuss the Teitel 
baums’ tax troubles ¢ 

Mr. Nasrer. Not 1 minute; no, sir. 

Mr. DeWinpo. No mention of them was made é 

Mr. Nasrer. Not that I reeall. 

Mr. DeWinp. Well, after that, when did you next see Mr. Teitel- 
baum ¢ 

Mr. Nasrer. I think it was on the following Sunday morning, 
when I stopped at his home. 

Mr. DeWinp. Is this a week after you met him, or 2 weeks after 
you met him? 

Mr. Nasrer. I wouldn't swear to that. It seems to me like it was 
just a couple of days. 

Mr. DeWinxp. You met him on a Sunday morning, you said, for the 
first time ¢ 

Mr. Nastrer. Yes, sir. 

Mr. DeWixp. Then vou have related several subsequent occasions. 
Now you say this is another Sunday morning. 

Mr. Nasrer. Yes; it would be over a period of 2 weeks, my asso- 
ciation with him. 

Mr. DeWinxv. Now you said you went around on another Sunday 
morning. 

Mr. Nasrer. Yes. 

Mr. DeWinxv. And whom cid you see with Mr. Teitelbaum’ Was 
he alone? 

Mr. Nasver. Yes, sir. 

Mr. DeWinp. You saw him alone‘ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. And what did you talk about ¢ 

Mr. Nasrer. We talked about the man that was supposed to come 
down and take a look at this home that I had that was for sale, that 
Was supposed to come down the previous Saturday, and never showed 
up. And at that time [ inquired about why the man didn’t come. 
So he said he didn’t know. So I said, “Let’s call him up.” He said, 
“Well, it’s long distance.” I said, “All right, call him.” So he did 
call him. And, when he spoke to the man, the man knew nothing 
about the house, and I was completely surprised as to the conversation, 
because the man didn’t even know that the house existed. 

Mr. DeWixp. Who was the man he called about the house? 

Mr. Nasrer. A man by the name of Greenberg. 

Mr. DeWtinp. By the name of what ? 

Mr. Nasrer. Greenberg. 

Mr. DeWixp. Could you spell that, please / 

Mr. Nasrer. G-r-e-e-n-b-e-r-g, I think. 

Mr. DeWinxp. Where was Mr. Greenberg ¢ 

Mr. Nasrer. In Chicago. 

Mr. DeWinp. In Chicago? 

Mr. Nasrer. Yes. 

Mr. DeWtxp. Now, did you have any further conversation ? 

Mr. Nasrer. No: I was angry at that time, because he had lied to 
me, and IT walked out of the house and said I would see him some other 
time, and that was the end of it. That was the last time I believe I 
saw him. 

Mr. DeWinp. Was that the last time you saw him? 
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Mr. Nasrer. ‘To the best of my recollection, the last time I saw 
him; yes. 

Mr. DeWixpv. Now, have you related to this committee all of the 
conversations you have ever had with Mr. Teitelbaum concerning his 
tax case / 

Mr. Nasrer. To the best of my recollection, yes, sir. 

Mr. DeWixp. Well, I would like you to be very sure about that. 

Mr. Nasrer. I couldn't be sure. I attached no consequence to any- 
thing 1 spoke to him about except the fact that he was going to sell 
my house for me. That was the only thing that interested me. 

Mr. DeWinv. Have you related to this committee everything of 
importance or significance that you discussed with Mr. Teitelbaum ¢ 

Mr. Nasrer. As far as I remember, ves, sir. 

Mr. DeWrnxb. Well, might you be forgetting some important dis- 
cussion you had ¢ 

Mr. Nasrer. If you refresh my memory, it is possible we talked 
about something else, but I don’t know. 

Mr. DeWinpv. I am asking you. 

Mr. Nasrer. I don’t know. I say I have given you everything | 
know that I can remember. 

Mr. DeWinp. Well, did you at any time discuss with Mrs. Teitel- 
baum or with Mrs. Menkin the question of Mr. Teitelbaum getting a 
lawyer to represent him / 

Mr. Nasrer. I never had any words with Mrs. Teitelbaum of any 
kind, 

Mr. DeWinp. You have never spoken to her at all! 

Mr. Nasree. Outside of “Hello. How are you” and about her 
child, what a nice-looking child she has. 

Mr. DeWinv. Have you ever had a conversation with Mr, Teitel- 
baum about obtaining a lawyer? 

Mr. Nasrer. Never. 

Mr. DeWinp. Have you ever had any conversation with Mr. Teitel- 
baum concerning payment of money to you! 

Mr. Nasrer. Never. 

Mr. DeWixp. Did you ever discuss with.Mr. Teitelbaum what you 
thought it would cost him to get a lawyer! 

Mr. Naster. Never. 

Mr. DeWixpv. Have you ever mentioned the name of Mr. Paul 
Dillon to Mr. Teitelbaum ¢ 

Mr. Naster. Not to—I don’t recall. He may have asked me who 
my attorney was, but I don’t recall. 

Mr. DeWixp. You think Mr. Teitelbaum may have asked you? 

Mr. Nasrer. He may have asked me. 

Mr. DeWixv. By whom you were represented / 

Mr. Nasrer. I wouldn't swear to it, though. Iam not sure of it. 

Mr. DeWrnp. But you never in any way suggested or proposed to 
Mr. Teitelbaum that he should retain Mr. Dillon? 

Mr. Nasrer. I was never interested in who he would retain, because 
he was a lawyer himself, and he knew his way around pretty well. 

Mr. DeWinp. Did you ever mention to Mr. Teitelbaum any fee or 
payment of a hundred thousand dollars or more ¢ 

Mr. Nasver. I said many times I never discussed money with him 
at any time under any circumstances. I had no interest in the case 
Whatsoever, . 
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Mr. DeWinpv. Then the last time that you saw Mr. Teitelbaum—— 

Mr. Nasrer. Sir? 

Mr. DeWrnp. The last time you saw Mr. Teitelbaum to talk with 
him was that Sunday morning at his home, when he telephoned Mr. 
Greenberg about the house, and you discovered that Mr. Greenberg 
knew nothing about the house, and it irritated you, and you became 
somewhat angry with Mr. Teitelbaum and left; is that it? 

Mr. Naster. To the best of my recollection, that is right. 

Mr. DeWrnp. Now, did you ever discuss the tax troubles Mr. Tei- 
telbaum was having with Mr. Nathan? 

Mr. Naster. I never discussed it; no, sir, not to my recollection. 

Mr. DeWtinp. Never talked about it at all? 

Mr. Nasrer. Not to my recollection. 

Mr. DeWinp. Well, didn’t Mr. Nathan call you on the telephone 
one night in New York to discuss the Teitelbaum tax troubles? 

Mr. Naster. As I related before, Mr. Nathan called me on the tele- 
phone late one night, woke me out of bed, and he told me that Teitel- 
baum said that Nathan demanded $500,000 from him. I said, “Is 
there any truth to that story?” He said, “No.” He wanted to know 
what I knew about it. I said, “I don’t know any more about it than 
you do.” That is where the conversation ended. 

Mr. DeWinp. Let’s see if we can pin this conversation down. You 
say you were in bed one night when Mr. Nathan called you on the 


telephone? 

Mr. Naster. Yes, sir. 

Mr. DeWrnp. Can you recall when that was? 

Mr. Nasrer. It was about 11:20 one night, I believe, because I 
looked at the clock. When I woke, 1 didn’t know where I was. I was 
sleeping. 

Mr. DeWtnp. Was it this year? 

Mr. Nastrer. Oh, sure. 

Mr. DeWrnp. Was it in July of 1951? 

Mr. Nasrer. I think it was August. It may have been September. 
I don’t know. The telephone bill will show that. It was a collect 


call to me. 
Mr. DeWrnp. Well. it has been testified here that the call oceurred 


in July. 

Mr. Nasrer. It is possible. I say without looking at the telephone 
bill I would have to refresh my memory. 

Mr. DeWinp. All right. The telephone rang, and you answered it, 
and the voice said, “This is Frank Nathan calling.” 

Mr. Nastrer. Yes. The operator told me it was a collect call from 
Mr. Frank Nathan. 

Mr. DeWinp. A collect call? 

Mr. Nasrer. A collect call; yes,sir. It was on my telephone. 

Mr. DeWtinxp. Did she say where Mr. Nathan was calling from? 

Mr. Nasrer. I think she said from the Waldorf. from New York. 
I am not sure. 

Mr. DeWixp. From New York. And you think it was the Waldorf. 

Mr. Nasrer. Yes; because that is where he was staying. 

Mr. DeW inp. Then Mr. Nathan got on the telephone with you. 
And what did he say ? F 

Mr. Nasrer. I just said what he said. 
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Mr. DeWinp. Give the conversation to us in greater detail. How 
did Mr. Nathan open the conversation ? 

Mr. Yasiox. ‘The witness states he has just testified as to the en- 
tire conversation, and he doesn’t understand what is meant by the 
request to give it in more detail. 

Mr. DeWrnp. All right. What did Mr. Nathan start out by say- 
ing to you? 

Mr. Yastox. The question was just answered, Mr. Chairman. 

Mr. DeWinp. Mr. Naster, will you tell me what Mr. Nathan first 
said to you when you answered the telephone ? 

Mr. Nasrer. Mr. Nathan said that Mr. Teitelbaum or somebody 
was saying that he demanded $500,000 from Teitelbaum. What did 
I know about it¢ T said, “What do you know about it?” He says, 
“Nothing.” IT says, “That is the same thing I know, nothing. Where 
did they get that kind of a story?” I don’t remember it word for 
word. 

Mr. DeWinp. Did he say why Mr. Teitelbaum was making this 
charge ¢ 

Mr. Nasrer. He said he got a telephone call. He didn’t say from 
whom. Or if he did, I don’t recall. 

Mr. DeWinp. He just said he got a telephone call ? 

Mr. Nasrer. Yes. I asked him why he was waking me up at that 
time of the night to tell me such nonsense. 

Mr. DeWrnp. Did he say that Mrs. Menkin or Mr. Teitelbaum had 
just called him ¢ 

Mr. Nasrer. Somebody called him. Whether it was Mr. Teitel- 
baum or who it was, I don’t reeall. 

Mr. DeWinp. But Mr. Teitelbaum or Mrs. Menkin had called him ? 

Mr. Naster. Somebody called him. I don’t know who. 

Mr. DeWrNb. And said that he, Nathan, was trying to get $500,000 ? 

Mr. Nasrer. Yes. 

Mr. DeWrnp. In other words, what he was telling you was that 
Mr. Teitelbaum or Mrs. Menkin had just accused him of trying to 
get $500,000 ¢ 

Mr. Nasrer. Cooked up a story that he was trying to get $500,000. 
I said, “It is silly and ridiculous. How could any such thing like 
that happen?” 

Mr. DeWinv. Was that all you said ? 

Mr. Naster. I don’t remember what else we said. We spoke for 
3or4 minutes. That is all. 

Mr. DeWrnpv. Well, did you tell Mr. Nathan that you had suggested 
to Teitelbaum that he retain a lawyer ¢ 

Mr. Nasrer. Never. 

Mr. DeWinp. Well, did you say to Mr. Nathan 

Mr. Yasuox. May I ask whether the counsel is now referring to 
the same telephone conversation ¢ 

Mr. DeWrnp. Yes; the same telephone conversation. 

Mr. Nastrr. Never. I never suggested an attorney to anybody. 

Mr. DeWinp. You had no discussion whatever concerning a lawyer ? 

Mr. Nasrer. I didn’t have enough interest in the case. I wasn’t 
interested in Teitelbaum or whatever he was doing. I didn’t like the 
man and didn’t want any part of it. 

Mr. DeWixp. Did you mention Mr. Dillon’s name to him on the 
telephone ? 
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Mr. Nasrer. No. 

Mr. DeWinxv. Did you mention the name of any lawyer in the 
course of the conversation ¢ 

Mr. Nasrer. No, sir. 

Mr. DeWinxp. Did you mention any amount of money, such as 
$125,000 ¢ 

Mr. Nasrer. No, sir, 

Mr. DeWixv. Did you mention any sum of money other than the 
$500,000 that Mr. Nathan was talking about ¢ 

Mr. Nasrer. No, sir. I was very anxious to get through with the 
phone call. I was sleepy and had to get back to bed. 

Mr. Kean. Mr. Naster, why. if someone called Mr. Nathan and 
told him that he was accused of trying to extract 8500,000 from Mr. 
Teitelbaum, did he think of calling you to ask you about it ¢ 

Mr. Nasrer. I haven't the slightest idea. I have been still trying 
to find out. 

Mr. Kean. Didn't you wonder about that / 

Mr. Nasrer. Sure I] did. I told him there was no truth to it; where 
did he get that information from ¢ 

Mr. Kean. Did you not ask Mr. Nathan why he called you to ask 
you about it? 

Mr. Nasrer. Yes, I did ask him. TI says, “How come you are asking 
me about it?” 

Mr. Kean. Then you did say more on the telephone call than vou 
just testified ? 

Mr. Nasrer. I explained that. sir, in my previous testimony. 

Mr. Kean. That vou did ask Mr. Nathan why he called you about it ? 

Mr. Nasrer. Yes. 

Mr. Kean. And what did he say? 

Mr. Nasrer. I don’t recall what he said. T asked him, “How come 
you are asking me about it? IT know nothing about it.” 

Mr. DeWrxp. Are you telling the committee that when you asked 
Mr. Nathan that important question. “Why are you calling me about 
it?” you just can’t recall what he said ? 

Mr. Naster. I don’t recall the exact words he said. 

Mr. DeWinp. Well, in effect or substance, what did he say? 

Mr. Nasrer. Will you ask me that question again? 

Mr. DeWinp. What was the effect of what he said? If you can't 
remember the precise words, vou must at least remember the substance 
of what he said. 

Mr. Nasrer. Of what he said? 

Mr. DeWinp. Yes. 

Mr. Nasrer. I don’t recall exactly what he said. 

Mr. DeWinp. What is vour inexact recollection of what he said / 

Mr. Nasrer. He said he knew nothing about it either. T said, “Why 
are you worrying about it, then’ Forget about it.” And IT didn't 
hear about it until several months. 

Mr. DeWrxp. You just said, in response to Mr. Kean’s question, 
that vou asked Mr. Nathan, “Why are you calling me about it?” 
What did Mr. Nathan say when you asked him that important 
question / 

Mr. Nasrer. He wanted to know if T knew something about it. 

Mr. Yanuox. It’s my recollection, Mr. Chairman, that if the wit- 
ness’ answer to this question is read the first time he was asked it, if 
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my recollection is correct, the witness did say, “Why are you calling 
me about it ?” 

Mr. DeWrnp. Yes; but we are trying to get the answer, Mr. Yablok, 
Mr. Nathan’s answer. 

That is all you recall of what Mr. Nathan said ¢ 

Mr. Nasrer. Yes, sir. 

Mr. DeWenn. Mr. Naster, vou are still wondering to this day why 
Mr. Nathan called you. Is that right? 

Mr. Nasrer. Yes, sir. It is very evident now that Mr. Teitelbaum 
concocted all this story, and that is how IT know about it. 

Mr. DeWinp. Now, isn’t it a fact that Mr. Nathan said to you when 
he called you, “Teitelbaum is saying that you and I tried to get $500,- 
000 out of him”? 

Mr. Nasrer. I don’t recall him saying that, not “you and I.” He 
said that he had demanded $500,000 from them. 

Mr. DeWrnp. But not you’ 

Mr. Nasrer. Not, sir. 

Mr. DeWinp. Mr. Teitelbaum wasn’t saving that ¢ 

Mr. Nasrer. I don’t know what Teitelbaum said to him. 

Mr. DeWrnpv. No, I am trying to get what Nathan told you about 
Teitelbaum. 

Mr. Nasrer. To the best of my recollection he was telling me that 
he was demanding $500,000 from them. 

Mr. DeWrnp. And Mr. Nathan apparently thought that you might 
be able to shed some light on that ¢ 

Mr. Nasrer. I don’t know what the man thought. 

Mr. DeWinp. Have you had any conversations with Mr. Nathan 
since that time ? 

Mr. Naster. Since what time? 

Mr. DeWinp. Since this telephone call in July at night. 

Mr. Nasrer. I think I saw Mr. Nathan once after that, and I don’t 
recall what was said at that time. 

Mr. DeWinpv. Where did you see him / 

Mr. Nasrer. He came out to the plant. 

Mr. DeWrnp. I beg pardon? 

Mr. Nastrer. He drove out to the plant. 

Mr. DeWrnp. And that is the only time you have seen Mr. Nathan 
since then ? 

Mr. Nasrer. To the best of my recollection. 

Mr. DeWrxp. Have you spoken to him on the telephone since then ? 

Mr. Nasrer. Not to my recollection. 

Mr. DeWinpv. Haven't you spoken to him on the telephone a good 
many times since then ? 

Mr. Naster. Have I? 

Mr. DeWrnp. I am asking you. 

Mr. Nasrer. I said not to my recollection have I spoken to him at 
all after that, because I was at odds with him. 

Mr. DeWinp. You say vou were at odds with Mr. Nathan? What 
were you at odds with Nathan about ? 

Mr. Nasrer. He promised me material so many times and didn’t 
come up with any, and I got tired of his conversation and didn’t want 
to have anything to do with him. 

Mr. DeWrxp. Why were you at odds with him ? 
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Mr. Nasrer. That is what I meant. I didn’t want anything to do 
with him. 

Mr. DeWrnp. That doesn’t make you at odds with him, does it? 

Mr. Nasrer. That is my way of saying I didn’t want anything to 
do with him. 

Mr. DeWixv. Why were you at odds with him? 

Mr. Yastox. The witness has just answered the question. 

Mr. DeWinp. Mr. Yablok, you just let me ask questions, if you will, 
please. 

Mr. Yastox. But when an answer is given, I don’t see the point in 
asking the same question less than a minute later. 

Mr. DeWinp. Now, Mr. Naster, you said Mr. Nathan has disap- 
pointed you on a number of things. What were these things he dis- 
appointed you on ¢ 

Mr. Nasrer. He was going to get me materials and get me financed, 
and he didn’t. And I was in desperate straits for materials. I didn't 
have enough materials to start production. 

Mr. DeWixp. Well, do you think Mr. Nathan was trying to help 
you? 
~ Mr. Nasrer. Yes; he had several people call me that had materials 
I couldn’t use. 

Mr. DeWinp. You just felt he ought to be doing more for you? 

Mr. Nasrer. Oh, certainly, if he was going to do what he promised. 

Mr. DeWinp. You felt you were really entitled to get some results 
from Mr. Nathan? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. Why did you feel entitled to get some results from 
him? 

Mr. Yasrtox. I must object to the interpretation placed on the wit- 
ness’ fairly plain statement. He never said he expected to get re- 
sults or anything like that. He said he was disappointed the man 
had not kept his promises. 

Chairman Kine. Mr. Yablok, I will request that you consult here- 
after with your client and cease making statements. 

Mr. Yaniox. I don’t quite understand that ruling, Mr. Chairman. 

Chairman Kine. Well, I might read the rule. 

Any witness summoned at a public hearing or executive hearings, unless the 
subcommittee by majority vote determines otherwise, may be accompanied by 
counsel, who shall be permitted while the witness is testifying to advise him of 
his rights. Counsel shall not testify or make any statement without consent of 
a majority of the subcommittee present. 

It is merely the rule that I am applying, Mr. Yablok. 

Mr. Yarntox. Mr. Chairman, I certainly would like to abide by 
any rule this committee has made, but I do believe that as a lawyer 
my primary right and my constitutional right and my client’s consti- 
tutional right is to be protected by an attorney. And I will repeat 
I will try to abide by the ruling, but I think that unless I am per- 
mitted to interpose an objection to a question directly to the com- 
mittee, the aid that the witness may get from counsel would be very 
academic and not real, which would be in violation of his constitu- 
tional rights to counsel. 

Now, | would suggest if counsel for the committee would proceed 
with the questioning instead of belaboring the same points, we would 
proceed much further. I would like to get through too. 
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Chairman Kine. I am very sensitive, Mr. Yablok, and I hoped I 
had gained that reputation by now, to the rights of witnesses, that 
they not be abused or harassed or asked unnecessary questions. And 
if I have not been that sort of chairman to date, I will do my best 
to be that sort from here out. And I must insist that you abide 
by the rule, or Lam duty bound to enforce the rule. 

1 was quite lenient with you during the course of the proceedings 
vesterday, for the reason that you were new, and IL took into con- 
sideration the difficulties that any counsel would have in coming 
suddenly into a case and coming before proceedings of this sort. 
But I feel now that I must enforce the rule and oblige you to adhere 
strictly to it. 

Mr. Yastox. I am not being facetious, and 1 am quite serious. 1 
would like advice from you, Mr. Chairman, as to whether or not I 
have to ask permission from you to make an objection to get a ruling. 
Suppose a question is clearly in my opinion improper. I would like 
you to advise me, so that I may abide by your rule, as to what pro- 
cedure I shall follow. 

Chairman Kine. You can tell your witness, or your client, rather, 
not to answer the question. 

Mr. Yastox. I will take an exception to the committee’s ruling and 
proceed on that basis. 

Chairman Kine. Very well. 

Mr. DeWinpv. Now, Mr. Naster, you said that you were at odds with 
Mr. Nathan during this period, and I was trying to find out why you 
were at odds with Mr. Nathan; and, so far, all you have said has beei 
Mr. Nathan was not able to give you the sort of help you wanted. 

Mr. Nastrer. That is the reason, sir. 

Mr. DeWinv. Well, is that a reason to be at odds witha man‘ Be 
cause he can’t help you ¢ 

Mr. Nasrer. It was a reason in my mind, sir. 

Mr. DeWinv. There was no other source of conflict or irritation 
between you and Mr. Nathan? 

Mr. Nasrer. Not a bit. 

Mr. DeWtinp. You hadn't had any falling out with him concern 
ing the Teitelbaum matter / 

Mr. Nasrrr. Oh. no. | had no conversation to amount to anything. 
Only about business. That is all. At this time I was trying to set 
up my plant,and that was my primary concern, 

Mr. DeWinp. Isn't it a fact that you and Nathan discussed the 
Teitelbaum case after that telephone call, on that night in July ¢ 

Mr. Nasrer. Not to my recollection. 

Mr. DeWinpb. You have no recollection of ever mentioning the Tei 
telbaum tax troubles to Nathan again, or him to you? 

Mr. Naster. No, sir. 

Mr. Byrnes. When Mr. Nathan called you, this collect call from 
New York in July, and told you this story about Mr. Teitelbaum and 
his tax troubles, et cetera, did your name come into that story at all? 
Did he tell you that you were involved at all? 

Mr. Nasrer. I don’t recall that, sir. He just asked me what I knew 
about it. To the best of my recollection, Se asked me what I knew 
about it. 

Mr. Byrnes. Did he tell you in that conversation whom he had re- 
ceived the story from ? 








1770 INTERNAL REVENUE INVESTIGATION 


Mr. Nasrer. If he did, I don’t recall who it was. I came out of a 
sound sleep. I had to walk into another room; was sound asleep, and 
I picked up the phone that was ringing, and he was on my phone. It 
took me a couple of minutes to clear my mind, I didn’t even know who 
I was talking to. I was dead asleep. I had gone asleep at 10 o'clock. 

Mr. Byrnes. But he didn’t tell you that your name was involved 
at all? 

Mr. Nasrer. I don’t recall any such statement. 

Mr. Byrnes. So that you weren't concerned at all about the matter ? 

Mr. Nasrer. No; I just went back to sleep, and T never even brought 
it up again. 

Mr. DeWrxp. Well, what matters did vou discuss with Mr. Nathan 
after this July night telephone call ¢ 

Mr. Nasrer. About materials, as 1 best recollect. 

Mr. DeWinxp. When did you discuss materials with him ¢ 

Mr. Nasrer. The next trip to the plant. 

Mr. DeWinp. I beg pardon? 

Mr. Nastrer. The next trip to the plant. 

Mr. DeWinp. When else did you discuss materials with him ¢ 

Mr. Nasrer. Sir? 

Mr. DeWinp. When else did you diseuss materials with him / 

Mr. Nasrer. I never saw him after that, I don’t believe. 1 don’t 
believe I ever saw him after that. 

Mr. DeWrnp. Did you ever discuss materials with him on the 
telephone ? 

Mr. Nasrer. I don’t recall. He had lots of people call me. 

Mr. DeWinp. He had lots of people call vou / 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. You mean, after July, he still had lots of people call 
you! 

Mr. Nasrer. Oh, ves; sure. 

Mr. DeWinp. So, he was still trying to help you? 

Mr. Nasrer. He may have been. I never got a result from it. That 
is what I meant. 

Mr. Yasrox. Excuse me just a moment. I think I might help this. 
[| Mr. Yablok consults with the witness. | 

Mr. Nasrer. The reason that—Mr,. Nathan's son had been working 
for me. TI don’t know if I told you that before. He started to work 
on the Sth of July and worked for me for 6 or 7 weeks. 

Mr. DeWinv. What did Mr. Nathan’s son do for you? 

Mr. Nasrer. Worked in the office as an assistant, chasing down 
materials and helping with payroll. 

Mr. DeWinxp. When did you terminate his employment ? 

Mr. Nasrer. I think that was at the last visit, when his dad came 
out to the plant. He took him with him and said he didn’t want him 
to work for me any more. 

Mr. DeWrxv. Oh, Nathan said he didn’t want his son to work for 
you any more ‘ 

Mr. Nasrer. Yes, sir. 

Mr. DeWinp. You think that occurred in August? Or September ? 

Mr. Nasrer. In August. 

Mr. DeWinxp. Did he say why he didn’t want his son to work for 
you any more ? 
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Mr. Nasrer. Well, 1 had a discussion with him, about he wasn’t 
getting any materials for me, and 1 was really peeved about this 
loan he was supposed to get for me, and never got. I needed money, 
and I needed materials. 

Mr. DeWinv. Mr. Nathan was going to get you a loan? Was 
that it ¢ 

Mr. Naster. Yes, sir. 

Mr. DeW inv. How much were you trying to borrow ? 

Mr. Nasrer. $50,000. 

Mr. DeWinp. Nathan thought he might be able to raise it for you? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinv. Did he tell you from whom he would try to get the 
money ¢ 

Mr. Nasrer. I had a meeting with the man. 

Mr. DeWixp. What did he tell you about the loan ¢ 

Mr. Nasrer. He said I couldn't get it. 

Mr. DeWinv. Oh. I see. You had a meeting with the man who 
might have loaned you the money ¢ 

Mr. Nasrer. Yes. 

Mr. DeWinv. Who was that? 

Mr. Naster. I don't recall the man’s name. He is with Destin & 
Co. 

Mr. DeWinp. I beg pardon ¢ 

Mr. Nasrer. He is with Destin & Co., in Miami. 

Mr. DeWinv. Mr. Naster, when you appeared in executive session 
last week, vou said at the close of the executive session on Saturday that 
you were going back to Miami immediately. Did you go back imme- 
diately / 

Mr. Nasrer. Oh, yes. I took the first plane. 

Mr. DeWinxv. You went back on Saturday? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinv. And then you spent Sunday and Monday in Miami; 
is that right / 

Mr. Nasrer. At my plant and home; yes. 

Mr. DeWinp. I beg pardon? 

Mr. Nasrer. I said “at my factory and home.” I worked all day 
Sunday and Monday. 

Mr. DeWinxv. When did you come back to Washington ? 

Mr. Nasrer. I left on a 5:15 plane: whatever time it gets in. I 
think 10 o’clock at night. I got to the hotel a little after 11. I went 
right to bed. 

Mr. DeWinp. A little after 11 on Monday evening? 

Mr. Nasrer. Yes, sir. 

Mr. DeWinv. Now, what did vou do on Tuesday, Mr. Naster? 

Mr. Nasrer. I came over here. 

Mr. DeWinpv. Well, when did you come over here? 

Mr, Nasrer. I think it was about noontime. 

Mr. DeWixp. What had you dene in the morning before you came 
over? Well, let’s make it very simple. What time-did you get up in 
the morning ? 

(Mr. Naster consults with Mr. Yablok.) 

Mr. DeWixp. Mr. Naster, does Mr. Yablok know what you did on 
Tuesday morning? 

Mr. Yantox. I will answer that I don’t. 
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Mr. DeWtyp. All right. Why don’t you just tell the committee 
what time you got up in the morning? 

Mr. Yastox. Mr. Chairman, I am again faced with your ruling, 
and I have to make a request of the committee. The type of activity 
in which Mr. Naster was engaged on Tuesday morning, I am just 
informed—and it is the first moment I hear it—seems to me to be of a 
pr ivileged nature, involving his activities with counsel. ne es ly, 

will advise the witness that he is not required to answer that use 
} violates his rights, privacy with his attorneys, and that it is a privi 
leged affair. 

Mr. DeW inp. Well, Mr. Yablok, that is entirely ridiculous. 

Mr. Yastox. Whether Mr. DeWind thinks it is ridiculous or not 
isn’t the issue. That is the position this witness will take insofar as 
that question goes. 

Mr. DeWinp. The only question pending is, “What time did Mr. 
Naster get up that morning ?” 

Mr. Y. — Then you have interposed a question since T made that 
objection. I didn’t hear that question. 

Mr. DeWinxp. Well, that was the only Fem that was asked when 
you made this objection. What time did Mr. Naster get up on Tues- 
= morning? Now, what are you objecting about ? 

Mr. Yantox. This is a silly colloquy, but if the record were read 
you would hear, Mr. DeWind, that you asked several questions, among 
them, “What did you do Tuesday morning ?,” “What time did you 
get here?”, and then finally you said, “What time did you get up?” 
And none of those questions were answered, and my objection goes to 
all of them. 

Mr. DeWinp. The only pending question was, “What time did you 
get up on Tuesday morning?” 

Mr. Nasrer. [don't know what time I got up. It was 8 or 9 o'clock. 

Mr. DeWinpv. Did you spend Tuesday morning conferring with 
your counsel ¢ 

Mr. Nasrer. Yes. 

Mr. DeWinpo. Where did you confer with your counsel / 

Mr. Nasrer. I couldn’t answer that. 

Mr. DeWixp. You have forgotten where you conferred ¢ 

Mr. Yastox. The witness is not familiar with the legal terminology 
required of him to state his privilege. Consequently I am stating for 
him that he is standing on his privilege; that any matter pertaining to 
his relationship with his counsel is of a privileged nature, and he does 
not have to answer any questions relating to that. 

Chairman Kine. Would that in your opinion embrace just the fact 
that he consulted with counsel ¢ 

Mr. Yastok. He answered that. He said he did. 

Mr. DeWinp. I suggest you have already made it clear to Mr. 
Yablok that if he wishes to advise his client not to answer on the basis 
of privilege that is all he needs to do, and his client can refuse to an- 
swer on the basis of that privilege. 

Mr. Yartok. That is satisfactor Vv with me. 

Mr. DeWinp. Now, I think the pending question was: Where did 
you confer with your counsel on Tuesday morning? 

Mr. Nasver. I cannot answer that—I refuse to answer on the 


grounds of seivilene. 
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Mr. Byrnes. Are you contending that you have got a privilege 
as telling where you conferred with counsel ? 

Mr. Nasrer. I am advised that way, sir. 

Mr. Daw inp. You understand, Mr. Naster, Iam not asking you for 
any communication between you and your counsel, what you said, or 
what was said tothem, or what they said to you. Iam just simply ask- 
ing you where you conferred with your counsel. 

Mr. Nasrer. I am advised to stand on my privilege, sir. 

Mr. DeWinp. I beg pardon? 

Mr. Nasrer. I am advised to stand on my privilege. 

Mr. DeWinp. Mr. Chairman, would you direct the witness to ans- 
wer the question ¢ 

Chairman Kine. You understand the question, Mr. Naster? 

Mr. Nastrer. I am not clear about the whole thing. 

Chairman Kine. Mr. Reporter, will you read the question back 

(The reporter read the pending question.) 

Mr. Y Aee Mr. Chairman, may I have a few minutes’ confer- 
ence with Mr. Naster, with the microphones turned off? 

Chairman Kine. You may. 

(Mr. Yablok confers with Mr. Naster.) 

Mr. Yartox. Mr. Chairman, with the understanding that the wit- 
hess is not waiving his right to claim privilege as the questioning pro- 
ceeds, he will answer the last question. 

Chairman Kine. Very well. 

Your answer, Mr. Naster? 

Mr. Nasrer. Would you repeat the question, sir? 

Chairman Kine. Read the question again, Mr. Reporter. 


(The reporter again read the pending question, as follows :) 


Where did you confer with your counsel on Tuesday morning? 


Mr. Nastrer. In Washington here. 

Mr. DeWinp. Let’s pin it down a little more closely. Where in 
the city of Washington? 

Mr. Nasrer. I am trying to think of the name of the building, but 
I don’t recall the name of the building. 

Mr. Yastox. Your Honor—Mr. Chairman, the difficulty is that 
the activities of the witness at that time, believe me—I have just 
heard it—are not material to this inquiry, and I do believe that it 
s most difficult for the witness to answer it, due to the fact that he 
is very unfamiliar w - Washington. 

Mr. DeWinp. Mr. Naster, how did you find your way to your coun- 
sel’s office, if that is where you conferred with him? > Was it at his 
office ? 

Mr. Nasrer. Yes, sir. I walked over there. 

Mr. DeWrnpv. How did you know where you were going? 

Mr. Yaniox. The counsel for the committee is putting words into 
this witness’s mouth which he did not state. He said he was con- 
fering with counsel. He didn’t say who the counsel was, nor was he 
asked. 

Mr. Byrnes. Well, he can certainly say where, can he not? 

Mr. Naster. I don’t know the name of the building, sir. That is 
the difficulty. 

Mr. Byrnes. Was it at a lawyer’s office? 

Mr. Naster. Yes, sir. 
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Mr. Byrnes. Who was the lawyer? 

Mr. Nasrer. That is a thing I didn’t want to bring into this con- 
versation, because I knew it had nothing to do with it. 

Mr. Byrnes. I at least, as one member of the committee, would like 
to know: Whom did you talk with? Who was the attorney? You 
know who he was, do you not ¢ 

Mr. Nasrer. I never met the man before. 

Mr. Byrnes. Well, you know his name now, though, do you not ? 

Mr. Yanrox. With the understanding— 

Mr. Byrnes. I wanted to hear from the witness. He can answer 
this question now. 

Mr. Yastox. Except I want to state—— 

Mr. Byrnes. I want to interrogate the witness, not the witness’ 
counsel. 

Mr. Yastox. And he is going to answer the question, Mr. Byrnes. 

Mr. Byrnes. I want the witness to answer the question as to who 
the attorney was. 

Mr. Yastox., He will answer that question with the proviso that 
he is not waiving his rights to claim privilege hereafter, if necessary. 

Mr. Byres. He can alw: ays claim his privilege. He is going way 
beyond privilege now, on the question of whom he talked to. 

Who was the attorney / 

Mr. Nasrer. The attorney's name was Rover. 

Mr. Byrnes. I cannot hear you. 

Mr. Nasrer. Rover. 

Mr. DeWinpv. How do you spell that, Mr. Nitster ? 

Mr. Nasrer. R-o-v-e-r. 

Mr. DeWinxp. What is Mr. Rover’s first name ¢ 

Mr. Nasrer. I don't recall, sir. It is the first and last time I ever 
saw him. Lonly spent a few minutes with him. 

Mr. DeWixp. How did you happen to go to his office ? 

Mr. Nasvee. Mr. Daly told me that he had a very pressing case in 
Chicago and L ought to get some other counsel in the case, and he 
suggested his name tome. So [ went over to see him. 

Mr. DeWixp. You walked over to his office / 

Mr. Nasrer. Yes, sir. 

Mr. DeW inp. Now, how long did you confer with Mr. Rover? 

Mr. Nasrer. I guess about 10 minutes. 

Mr. DeWinp. What time was that? 

Mr. Nasrer. Around 11 o'clock. 

Mr. DeWinv. Where had you been before that during the morning? 

Mr. Nasrer. At my hotel room. 

Mr. DeWrnp. I beg pardon? 

Mr. Nasrer. In the hotel. 

Mr. DeWinxp. And you went directly from your hotel to Mr. Rover’s 
office / 

Mr. Naster. Yes, sir. 

Mr. DeWinpv. After talking with Mr. Daly on the telephone, I pre- 
sume ¢ 

Mr. Nastrer. No, I never saw Daly. I saw him the day before, or the 
few days before, when he told me he had to go to Chicago on a ease. 
And he asked me then if I couldn't get other counsel, because what he 
had was very important. So IT was pressing him to stay with it until 


[ vot somebody else. 
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Mr. DeWinp. So on that morning you left your hotel room at close 
to 11 o'clock and went to Mr. Rover’s office 

Mr. Naster. To the best of my recollection ; ves, sir. 

Mr. DeWixp. Had you seen anybody in your hotel room prior to 11 
o'clock ¢ 

Mr. Naster. No, sir. 

Mr. DeWrnp. And after you spent about 10 minutes with Mr. Rover, 
then where did you go? 

Mr. Nasrer. I came up here. 

Mr. DeWinp. Did you retain Mr.—is it Rover or Roder, R-o-v, or 
R-o-d? 

Mr. Naster. I thought it was R-o-v. 

Mr. DeWinp. Did you retain Mr. Rover / 

Mr. Nasrer. No, sir. 

Chairman Kine. You may be excused from the stand, Mr. Naster. 
And I request that you remain in the room. 

Mr. Yastox. Mr. Chairman, I would like to make one request. 

Mr. Naster informs me that he has a factory with approximately 90 
employees and that he is the production man in charge of practically 
everything, that a payroll has to be met on Saturday, and that if he ts 
not down in Miami shortly, there is a good possibility that the factory 
may have to be shut down. 

He would like whatever consideration the committee can show him. 

Chairman Kine. We will do the very best we can, Mr. Yablok. 

Mr. Yantox. Thank you. 

Chairman Kine. Mr. Campbell, please. 

Do you solemnly swear that the testimony you are about to give will 


be the truth, the whole truth, and nothing but the truth, so help 3 you 
God? 

Mr. Campse.n. I co, sir. 

Chairman Kine. Be seated, Mr. Campbell, please. 


TESTIMONY OF E. RILEY CAMPBELL, CHIEF, PENAL DIVISION, 
BUREAU OF INTERNAL REVENUE, ACCOMPANIED BY LESTER 
STEIN, ASSISTANT HEAD, PENAL DIVISION, AND I. W. CARPEN- 
TER, ATTORNEY, PENAL DIVISION, BUREAU OF INTERNAL 
REVENUE 


Mr. Campnecy. I have, Mr. Chairman and Mr. DeWind, with me 
two attorneys from my Division who are more familiar with details 
in the file than I am. 

Chairman Kine. Very well, Mr. Campbell. 

Mr. Camppeti. They are Mr. Carpenter and Mr, Stein. 

Chairman Krxe. Will you identify them, please, for the record? 

Mr. Camenets. Mr. Lester Stein, assist: int head of the Penal Divi- 
sion, and Mr. I. W. Carpenter, an attorney in the Penal Division. 

Mr. DeWinp. Mr. Campbell, as head of the Penal Division of the 
chief counsel's office of the Bureau of Internal Revenue, are you fa- 
miliar with the Washington Beef & Provision Co. and Witt Co. 
cases ? 

Mr. Camrset. I am generally familiar with those cases. 

Mr. DeWrnp. Is it a fact that that case was what is called jacketed 
in the Intelligence Unit on April 18, 19464 
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Mr. Campse.i. According to the report of the special agent—lI 
have tne file before me—that is true. 

Mr. DeWinp. Do you have the date on which the special agent that 
investigated the case made his report ¢ 

Mr. Camrpse... You mean the final report, Mr. DeWind? That is, 
recommending 

Mr. DeWrnv. Yes. It is my understanding that his final report 
was submitted on November 21, 1946. Is that correct ¢ 

Mr. Campse... That is correct, sir. 

Mr. DeWinp. Did that report recommend criminal prosecution in 
those cases? 

Mr. Cameve wy. It did. 

Mr. DeWinv. What were the names of the people involved, the 
individuals involved, in the cases ¢ 

Mr. Carne i. There were the two Kolkers, Samuel and Sidney, 
and they were the owners of two corporations. 

Mr. DeW inp. Is that K-o-|-k-e-r¢ 

Mr. CampsetL. That’s right. 

Mr. DeWinp. Now, after the submission of the special agent’s report 
recommending prosecution, was there a conference held with the tax- 
payers’ representatives in March of 1947? 

Mr. Campsewn. That’s right. That conference was held in the 
division of which I was head. 

Mr. DeWinp. Can you summarize briefly what was the subject of 
that conference and who attended it ? 

Mr. Campsetn. In a general way, the conference went to the merits 
of the cases, that is to say, whether or not there was an unreported 
income on which tax had not been paid. It was attended by counsel 
for the taxpayers, a Mr. Sabath, I believe, and a Mr. Danzansky, and 
one of the principal points at the conference was whether or not a 
voluntary disclosure had been made in the course of the examination 
conducted by the agents or prior thereto. 

Mr. DeWinv. On this question of voluntary disclosure, could you 
state briefly what that voluntary disclosure policy is? 

Mr. Camrsery. Well, you realize that that has been the subject of 
a great deal of discussion. But in a general way, as I understand it, 
it is that if, prior to the initiation of an investigation, a taxpayer 
comes forward and makes disclosure of his tax delinquency, accom- 
panied by payment to the extent of his ability, then there will be no 
armen of the institution of criminal proceedings against 
him. That is my own statement of it. It is couched in a little differ- 
ent language when put in form. 

Mr. DeWrnp. The operation of this so-called voluntary disclosure 
policy depends upon the taxpayer coming forward before an investi- 
gation is started ¢ 

Mr. Campse.t. The first statement of it is “prior to the initiation 
of an investigation.” That word “initiation” is the key word in it, 
and he must come forward prior to the initiation of an investigation. 
Under one case, at least, that means before the agents got on the trail. 

Mr. DeWrnp. How must the taxpayer come forward? Is there 
any formality concerning the manner in which he is to make his dis- 
closure in order to qualify under the policy ? 

Mr. Camere. The manner in which he ts to come forward has not 
been formalized. I believe one statement, in fact, I know one state- 
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ment, made by the Secretary of the Treasury, was that he could come 
to any revenue official and say, “There is something wrong with my 
returns, and I want to straighten them out.” 

Mr. DeWrnp. So that he can go to any employee, the taxpayer can 
vo to any employee, of the internal-revenue service, under the present 
policy ¢ : 

Mr. Camrsect. I would say that that is true. That may not be 
contemplated, however, but in my view he can go to any employee of 
the internal-revenue service and start the giving of a voluntary dis- 
closure. 

Mr. DeWixp. And the manner of his disclosure doesn’t have to be 
formalized? It can be an oral disclosure ? 

Mr. Camprete. That is true. It is the matter of coming forward 
prior to the initiation of investigation and making that matter known 
to some member of the internal revenue service that controls. 

Mr. DeWtnp. Has this informal method of controlling this policy 
been a matter of difficulty / 

Mr. Campsetn. Administratively it is a matter of difficulty, but it is 
not anew matter. It isan old matter. It has recently gone to litiga- 
tion in some cases, and as of now, the Bureau has lost one, and I think 
won about three. 

Mr. DeWixp. Well, I suppose if an oral disclosure to any employee 
of the internal revenue service is adequate, you could certainly get into 
disputes as to when the disclosure had been made and what sort of 
disclosure it had been. 

Mr. Campseti. I agree with you thoroughly, completely. That. is 
exactly what presents the difficulty, what happened between two indi- 
viduals with no one else present. And it comes down to a matter of 
proof of what was said on such a case as that, and that presents the 
litigating difficulty in deciding this question. 

Mr. DeWinp. Do you have any view, Mr. Campbell, as to whether 
that policy ought to be made more formal and strict, so that there could 
be no argument or dispute about what was said or to whom it was said ? 

Mr. Camrpreiy. Well, my personal view is that the matter should be 
formalized, and attempts are being made to formalize it and set it up 
in a better administrative procedure. It really didn’t present any 
great difficulty until recently, until within recent years. 

Mr. DeWrnp. Is that because there has been an increase in the 
volume of fraud cases ? 

Mr. Camrsetn. That is because there has been a tremendous increase 
in the volume of cases, and the disclosure policy has therefore become 
much more important than it was in years gone by. 

Mr. DeWrnp. It would certainly seem that rules of procedure under 
which there would be a written record establishing the time of the 
disclosure and the contents of the disclosure would avoid arguments 
about who said what to whom and when. 

Mr. Campse.t. I can readily agree with that. 

Mr. DeWrnp. Now, in this case, in this Washington Beef case, was 

there any question of a voluntary disclosure such as you have described 
prior to the initiation of an investigation ? 
_ Mr. Campsetyi. Well, there was such a question lurking somewhat 
in the background of the case, but it didn’t come to the forefront in 
this case in the way in which it might have, because it wasn’t deemed 
to be such a case. 
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Mr. DeWinp. Well, it had been my impression that the investiga- 
tion had been started before any sort of disclosure was made by the 
taxpayer, and that the question had really referred to whether there 
had been some promise of immunity given in exchange for the dis- 
closure after investigation had been started. Would that be a sep- 
arate problem / 

Mr. Camprect. Well, here is what I mean to state, Mr. DeWind. 
I have no personal recollection of it, but it is my understanding of 
the files that there was a meeting or meetings between counsel for 
this taxpayer, who was also counsel for an association, and there was 
some discussion about disclosures involving the people within that 
association. I didn’t come down and apply it to this particular case, 
but there was some discussion of that nature. And that is what I 
mean by “in the background of this case.” 

Mr. DeWtinxp. Now, was there also a question in this case about a 
promise of immunity ? 

Mr. Camenect. There was a question of a promise of immunity in 
this case. 

Mr. DeWinp. And that came up at this conference on March 5, 
1947? Is that right / 

Mr. Camresecs. It did come up at that conference. 

Mr. DeWinp. Well, could you state or can you tell the committee 
what the contention made by the taxpayers’ representative was con- 
cerning the promise of immunity ¢ 

Mr. Camppece. Well, in general, the question presented was that 
during the course of the examination, the agents, in conducting the 
examination, had made promises in exchange for information, the 
promise being that criminal proceedings would not be instituted. 
That, in a general way, is a statement of the question and the problem 
presented. 

Mr. DeWinp. If, in fact, in the process of an investigation, agents 
of the Bureau promised a taxpayer immunity from criminal prose- 
cution if he would make material available. that would have a bearing 
on the prosecution of the case, wouldn't it ¢ 

Mr. Camrsecs. Undoubtedly. And in my opinion a_ prosecution 
conducted on that sort of evidence would not stand up in the courts. 

Mr. DeWinp. Well, then, at this conference, Mr. Danzansky and 
Mr. Sabath raised the question as to whether or not agents had prom- 
ised immunity ¢ 

Mr. Camenecy. They did. 

Mr. DeWinp. In the course of the investigation ? 

Mr. Cameneny.. They did, according to my files. 

Mr. DeWrxp. Was there a memorandum made of that conference / 

Mr. Camrnet.. Yes; there is a memorandum of it, and the point 
was conceded by counsel that it was not meritorious. 

Mr. DeWrxp. Do I understand you to say, then, that beth Mr. 
Danzansky and Mr. Sabath conceded that there had been no promises 
of immunity given ¢ 

Mr. Camrpnety.. The file so shows. 

Mr. DeW inp. Could you read the portion of the memorandum that 
relates to that matter? 
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Mr. Campse.t. Reading from a memorandum dated March 5, 1947, 
which is a part of the files in this matter, page 3 thereof: 

Attention was then focused upon a conference held in Danzansky’s office on 
April 8, 1946, at which time information with respect to understatement of 
income was turned over to the agents. Danzansky stated he asked Simpson at 
that time whether the disclosure of the information would wipe out criminal 
prosecution, and that Simpson thought it might. At this point, Simpson hastened 
to interject that he told Danzansky he was not passing on the question of 
whether the disclosure was voluntary as understood by the Bureau, but that 
if it was found to be then in accordance with Bureau policy criminal proceed- 
ings would not be instituted. Both Danzansky and Sabath then affirmatively 
stated that no promises had been made by any Bureau representatives offering 
immunity for the information turned over; that the information was given 
because they were of the opinion that their clients should reveal all that was 
done. Sabath agreed that no voluntary disclosure had been made as that term 


is understood by the Bureau. 

Mr. DeWirnp. Then that memorandum reflects that as of March 5, 
1947, the taxpayer's counsel conceded that there was neither a volun- 
tary disclosure nor a promise of immunity in the Washington Beef 
case f 

Mr. Campseit. That is true. That memorandum that I read from 
was prepared by Mr. Stein, sitting here at the table, and it was noted 
on my behalf under date of February 10, 1947, by an assistant head 
of the Division. 

Mr. Krocu. Mr. Campbell, I mean not to take you by surprise now, 
but L would be interested in having you insert into the record in your 
testimony today, if you would, a statement of the legislative history 
of the penal provisions in our Internal Revenue Code, or in the revenue 
acts that preceded the enactment of the first code. Would you do 
that for me, please / 

Mr. Campse.t. I shall be happy to. And relating to what subject, 
Mr. Keogh, please ¢ 

Mr. Krocu. The penal provisions of the law. 

Mr. Campseti. Those upon which criminal proceedings are based, 
like 145 of the Internal Revenue Code? 

Mr. Kroeu. That is right. 

Mr. Camrvetnt. And may I have a little time to prepare that? I 
shall be happy to. 

Mr. Krocu. I think you might have a little time. I doubt that 
we will be closing this up too soon. 

Let me ask you, in that connection: Was there a penal provision 
in the first income-tax law enacted under the amendment ¢ 

Mr. Camrseit. Not in the manner in which we understand it now. 
It was a hangover of the old penalty provisions, and we didn’t get 
down to making this 145 (b) a felony until quite a few years later. 

Mr. Kroon. What I am trying to get at is some summary state- 
ment of the development of criminal prosecution as an aid to the en- 
forcement of the internal revenue laws. 

Mr. Cameseit. 1 have that, but I do not have it available, and I 
wouldn’t speak with lawyerlike accuracy at this moment if I under- 
took to. But I shall be happy to bring that into the record. 


91550—52—pt. 2——_55 
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(The requested summary statement was later furnished by Mr. 
Campbell and is as follows :) 


A SUMMARY OF MAJorn PENAL STATUTES ENACTED IN Alp OF ENFORCEMENT OF 
THE InNcome-TAXx LAws 





The sixteenth amendment was passed by Congress on July 12, 1909, and ratified 
on February 25, 1913. The Revenue Act of 1913 was adopted October 3, 1913, 
and levied a tax on incomes effective March 1, 1913. Subdivision F, paragraph 
II, chapter 16, of the Revenue Act of 1913 reads as follows : 

“That if any person, corporation, joint-stock company, association, or in- 
surance company liable to make the return or pay the tax aforesaid shall refuse 
or neglect to make a return at the time or times hereinbefore specified in each 
year, such person shall be liable to a penalty of not less than S20 nor more 
than $1,000, Any person or any officer of any corporation, required by law to 
make, render, sign, or verify any return who makes any false or fraudulent 
return or statement with intent to defeat or evade the assessment required by 
this section to be made shall be guilty of a misdemeanor, and, shall be fined not 
exceeding $2,000 or be imprisoned not exceeding one year, or both, at the 
discretion of the court, with the costs of prosecution.” 

The Revenue Act of 1915, therefore, provided criminal penalties for specified 
acts in violation of the Revenue Act, such penalties being a fine for the refusal 
or neglect to make a timely income-tax return and in the case a false or fraudnu- 
lent return was made, the conduct was made a misdemeanor and subjected the 
person to a fine of not more than $2,000 or imprisonment for a period not ex- 
ceeding 1 yeur or a fine and imprisonment at the discretion of the court. 

The Revenue Act of 1916 contained a provision similar to that contained in 
the Revenue Act of 1913, but a proviso was added to the effect that no penalty 
would be imposed where the tax was duly paid by a taxpayer when it should 
have been collected at its source, unless the failure to retain the tax at the 
source was fraudulent and for the purpose of evading payment. 

Section 1004 of the Revenne Act of 1917 changed the penalty provisions to 
provide for a fine of net more than $1,000 or imprisonment for not more than 
1 year, or both fine and imprisonment at the discretion of the court, in cases 
where the taxpayer failed to file a timely income-tax return or where the tax- 
payer filed a false or frandulent return or where the taxpayer evaded or 
attempted to evade the tax imposed by the act or failed to colleet or truly account 
for and pay over any such tax. 

Section 255 of the Revenue Act of 1918S provided that any individual, cor- 
poration, or partnership required to pay or collect any tax to make a return or 
supply information who failed to pay or collect such tax, make such return or 
supply such information at the time or times required should be liable to a 
penalty of not more than $1,000 for willful refusal to pay or collect such tax, 
to make such return or supply such information at the time or times required. 
For willfully attempting in any manner to defeat or evade the tax, the section 
provided for a fine of not more than $10,000 or imprisonment for not more than 
1 year, or both tine and imprisonment, together with the costs of prosecution. 
A similar provision was contained in the Revenue Act of 1921, 

The Revenue Act of 1924 made important changes with respect to the penal 
provisions of the internalrevenue laws. The penalties for failure to pay the 
tax or file a return when due was increased from a maximum file of $1,000 to 
2 maximum fine of $10,000 or imprisonment for not more than 1 year, or both. 
Willful failure to collect and pay over taxes and willful attempt to evade and 
defeat taxes were made felonies and conviction subjected the offender to a fine 
of not more than 810,000 or imprisonment for not more than 5 years, or both. 
In addition it was made a felony for any person willfully to aid or assist in the 
preparation or presentation of false and fraudulent returns. Section 1017 of the 
124 act is set out below in its entirety for the reason that the present major 
penal sections of the code are based thereon. Said section is as follows: 

“(a) Any person required under this Act to pay any tax, or required by law 
or regulations made under authority thereof to make a return, keep any records, 
or supply any information, for the purposes of the computation, assessment, or col- 
lection of any tax imposed by this Act, who willfully fails to pay such tax, make 
such return, keep such records, or supply such information, at the time or times 
required by law or regulations, shall, in addition to other penalties provided 
by law, be guilty of a misdemeanor and, upon conviction thereof, be fined not 
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more than $10,000, or imprisoned for not more than one year, or both, together 
with the costs of prosecution. 

“(b) Any person required under this Act to collect, account for, and pay over 
any tax imposed by this Act, who willfully fails to collect or truthfully account 
for, and pay over such tax, and any person who willfully attempts in any manner 
to evade or defeat any tax imposed by this Act or the payment thereof, shall, 
in addition to ether penalties provided by law, be guilty of a felony and, upon 
conviction thereof, be fined not more than $10,000, or imprisoned for not more 
than five years, or both, together with the costs of prosecution. 

“(c) Any person who willfully (1) aids or assists in the preparation or presen- 
tation of a false or fraudulent return, affidavit, claim, or document, authorized 
or required by the internal-revenue laws, or (2) procures, counsels, or advises 
the preparation or presentation of such return, affidavit, claim, or document, 
shall (whether or not such falsity or fraud is with the knowledge or consent 
of the person authorized or required to present such return, affidavit. claim, or 
document) be guilty of a felony and, upon conviction thereof, be fined not more 
than 810,000, or imprisoned for not more than five years, or both, together with 
the costs of prosecution 

“(d) Any person who willfully fails to pay, collect, or truthfully account for 
and pay over, any tax imposed by Titles IV, V, VI, VII, and VIII, or willfully 
attempts in any manner to evade or defeat any such tax or the payment thereof, 
shall, in addition to other penalties provided by law, be liable to a penalty of the 
amount of the tax evaded, or not paid, collected or accounted for and paid over 
to be assessed and collected in the same manner as taxes are assessed and col 
lected. No penalty shall be assessed under this subdivision for any offense for 
which a penalty may be assessed under authority of section 5176 of the Revised 
Statutes, as amended, or for any offense for which a penalty has been recovered 
under section 3256 of the Revised Statutes. 

“(e) The term ‘person’ as used in this section includes an officer or employee 
of a corporation or a member or an employee of a partnership, who as such 
officer, employee, or member is under a duty to perform the act in respect of 
which the violation occurs.” 

Subsections (a) and (b) of section 146 of the Revenue Act of 1928S became 
subsections (a) and (b) of section 145 of the Revenue Act of 1982, and re- 
mained unchanged until they were changed to read as they presently read by 
section 5 (¢) of the Current Tax Payment Act of 1948. The words “estimated 
tax” and “declaration” were added to section 145 (a) in order to take care of 
the provisions for tiling estimated income-tax returns. Section 145 (b) reads 
today for all purposes as section 1017 (b) of the Revenue Act of 1924. 

In the Revenue Act of 1942 there was added a subsection to section 145 which 
reads: “Any individual who willfully makes and subscribes a return which he 
does not kelieve to be true and correct as to every material matter, shall be guilty 
of a felony, and, upon conviction thereof, shall be subject to the penalties pre- 
scribed for perjury in section 125 of the Criminal Code.” This subsection was 
repealed in the Revenue Act of 1949 so that today section 145 of the Internal 
Revenue Code reads as follows: 

“(a) Farcure To Fire Rerurns, Sunmir INrorwation, or Pay ESTIMATED 
Tax orn Tax.—Any person required under this chapter to pay any estimated tax 
or tax, or required by law or regulations made under authority thereof to make 
a return or declaration, keep any records, or supply any information, for the 
purposes of the computation, assessment, or collection of any estimated tax or 
tax imposed by this chapter, who willfully fails to pay such estimated tax 
or tax, make such return or declaration, keep such records, or supply such infor- 
mation, at the time or times required by law or regulations, shall, in addition 
to other penalties provided by law, be guilty of a misdemeanor and, upon con- 
viction thereof, be fined not more than $10,000, or imprisoned for not more than 
one year, or both, together with the costs of prosecution. 

“(b) Fatture To Cottect anp Pay Over Tax, on Artempr TO DeLay or Evapt 
Tax.—Any person required under this chapter to collect, account for, and pay 
over any tax imposed by this chapter, who willfully fails to collect or truthfully 
vecount for and pay over such tax, and any person who willfully attempts in any 
manner to evade or defeat any tax imposed by this chapter or the payment 
thereof, shall, in addition to other penalties provided by law, be guilty of a 
felony and, upon conviction thereof, be fined not more than $10,000, or be im 
prisoned for not more than five years, or both, together with the costs of 
prosecution 
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“(d) Person Derinep.— 
“The term ‘person’ as used in this section includes an officer or employee of x 
corporation or a member or employee of a partnership, who as such officer, 
employee, or member is under a duty to perform the act in respect of which the 
violation occurs. 

“(e) In the case of taxable years beginning prior to October 1, 1950, and end- 
ing after September 30, 1950, the penalties prescribed by this section shall 
not be applicable if the taxpayer failed to meet the requirements of section 294 
(d) (2) (relating to substantial underestimate of estimated tax), by reason of 
the increase in normal tax and surtax on individuals imposed by section 101 of the 
Revenue Act of 1950. 

“(f) In the case of taxable years beginning prior to November 1, 1951, and 
ending after October 31, 1951, the penalties prescribed by this section for willful 
failure to make declarations of, or pay, estimated tax shall not be applicable to a 
failure to take into account the increase in rates of tax imposed on individuals by 
the Revenue Act of 1951. 

“(g) Cross REFERENCE.— 

“For penalties for failure to file information returns with respect to foreign 
personal holding companies and foreign corporations, see section 340.” 

The possible offenses spelled out by section 145 (a) are: (1) The failure to pay 
the estimated tax or tax; (2) the failure to make a declaration or return; (3) 
the failure to keep records; and (4) the failure to supply information. 

The offenses spelled out by section 145 (b) are: (1) The willful failure to 
collect; (2) the willful failure to account for and pay over; and (3) the willful at 
tempt to evade or defeat any income tax. The great majority of income tax pros 
ecutions are instituted under this third portion of section 145 (b). 

No discussion of section 145 of the Internal Revenue Code would be complete 
without some mention of the case of Spies v. United States (317 U. S. 492), de 
cided January 11, 1943. In this case the defendant, who had failed to file an in- 
come tax return, was charged under section 145 (b) with willful attempt to 
evade and defeat his income tax. In the much-quoted opinion of Mr. Justice 
Jackson the Court held that on the facts of this case the defendant could not be 
prosecuted for willful attempted tax evasion when he had merely willfully failed 
to file an income tax return. Secondly, the Court held that in order to make out 
the crime of willful attempted tax evasion an act of commission was necessary. 
The Court “by way of illustration, and not by way of limitation,” gave several! 
examples of conduct from which affirmative willful attempt might be inferred. 
Examples of such conduct cited by the Court were: “keeping a double set of 
hooks, making false entries or alterations, or false invoices or documents, de 
struction of books or records, concealment of assets, or covering up sources of in 
come, handling of one’s affairs to avoid making the records usual in transactions 
of the kind, and any conduct the likely effect of which would be to mislead or to 
conceal, * * *” 

Section 1017 (c) of the Revenue Act of 1924 has been referred to and quoted 
above in connection with the changes made by the Revenue Act of 1924. A sub- 
stantially similar provision was enacted as section 1114 (c) of the Revenue Act 
of 1926 and upon codification of the internal-revenue laws as the Internal Reve 
nue Code, the provisions were codified as section 3793 (b) (1) of the code, which 
reads as follows: 

“ASSISTANCE IN PREPARATION OR PRESENTATION.—Any person who willfully 
aids or assists in, or procures, counsels, or advises the preparation or presenta- 
tion under, or in connection with any matter arising under, the internal-revenue 
laws, of a false or fraudulent return, affidavit, claim, or document, shall (whether 
or not such falsity or fraud is with the knowledge or consent of the person 
authorized or required to present such return, affidavit, claim, or document) be 
guilty of a felony, and, upon conviction thereof, be fined no more than $10,000, 
or imprisoned for not more than five years, or both, together with the costs of 
prosecution.” 

Prosecution may result under this statute whether or not the falsity or fraud 
is with the knowledge of the person authorized or required to present the docu 
ment with respect to which the fraud is alleged. The essence of the crime is 
assisting or counseling in the preparation or presentation of a false return or 
other document. 

As hereinabove stated, subsection (c) of section 145 of the Internal Revenne 
Code was repealed by section 4 (b) and (c) of Public Law 271, Eighty-first Con 
cress, effective after August 27, 1949, which added seci#‘on 3809 to chapter 38 of 
the code. Section 3809 provides that any person who willfully makes or sub- 
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scribes any return, statement, or document which contains or is verified by a 
written declaration that it is made under the penalties of perjury and which he 
does not believe to be true and correct as to every material matter shall be guilty 
of a felony and, upon conviction thereof, shall be fined not more than $2,000 or 
imprisoned not more than 5 years, or both. 

Section 616, Revenue Act of 1928 provided penalties in connection with con- 
cealment of property and the withholding, falsifying, and destroying of records 
in connection with compromises and closing agreements. Upon conviction, a 
person was subject to a fine of not more than $10,000 or imprisonment for not 
more than 1 year, or both. This law was amended by 53 Statutes 463 and was 
added to the code as section 3762 of chapter 36. 

The foregoing are the principal penal provisions of the Internal Revenue Code 
relating to income taxes. It is to be noted that there are other penal provisions 
which have not been discussed because of their infrequent application. Sueh, 
for example, is section 340 of the code having reference to the failure to file 
information returns with respect to foreign personal holding companies. It is to 
be observed, also, that sections 3809, 3793 (b) (1), and 3762 have general appli- 
cation to the enforcement of the internal-revenue laws and are not confined to 
income taxes. 

Mr. DeWinp. Mr. Chairman, at this point I don’t think that Mr. 
Campbell could testify to this, but if there is no objection, I would like 
the record to show that the special agent who had worked on this 
case following this March 5, 1947, conference, resigned from the reve- 
nue service on April 4, 1947. The Intelligence Unit has advised us 
that Mr. Simpson, the special agent, resigned on that date. May the 
record show that at this point ¢ 

Chairman Kine. There being no objection, it is so ordered. 

Mr. DeWinp. That was the matter, Mr. Chairman, that was re- 
ferred to here the other day in Mr. McLean’s testimony. 

Chairman Kine. Very well. 

Mr. DeWinp. Mr. Campbell, when was this case referred to the 
Department of Justice with recommendation of prosecution ? 

Mr. Camenetyi. By letter of the Commissioner dated April 20, 
IM4s8. The cases were referred to the Department of Justice with 
recommendation that Sam and Sidney Kolker be prosecuted for will- 
fully attempting to evade the taxes of Washington Beef & Provision 
Co. for the years 142 to 1944, inclusive, and that of Witt & Co. for 
the fiseal years ending February 29, 1944, and February 28, 1945. 

Mr. DeWixp. Mr. Chairman, it has been previously shown in this 
testimony that thereafter on April 25, 1949, the Department of Justice 
asked the Bureau of Internal Revenue to obtain testimony from the 
agents who had worked on the case that no promises of immunity had 
—_ granted by them, the request for this testimony being referred 
by the Department of Justice to the Bureau of Internal Revenue on 
April 25,1949. And it has also been testified to that in March of 1949, 
a complaint was filed by the United States attorney to stop the running 
of the statute of limitations until the end of August of 1949. 

Mr. Campbell, when the Department of Justice requested the ob- 
taining of testimony concerning this promise of immunity issue, what 
action was taken by the Bureau of Internal Revenue? 

Mr. Campse i. The file I have before me shows that the letter to 
which you refer dated April 25, 1949, was received in the chief coun- 
sel’s oflice, according to the stamp, on April 28, 1949. 

The file contains a memorandum dated May 3, 1949, from the chief 
counsel to me, which is very short, and which i will read, with your 
permission. 

Chairman King. Very well, Mr. Campbell. Proceed. 
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Mr. CamMrsety (reading) : 

You will please make arrangements for all Bureau personnel who worked 
on this case presently and formerly to appear in my office in order to give testi- 
mony under oath with respect to the attached letter. Please keep me advised 
of all developments. 

The word “all” is underscored, and there is a typed initial on there, 
“6” 

Mr. DeWtnxp. Those are Mr. Oliphant’s initials? 

Mr. Camerseti. They are. Upon receipt of that memorandum, 
I addressed a memorandum to Mr. Carpenter, sitting here, which is 
dated May 3, 1949, and that is a short memorandum. With your 
permission I will read that. 

Mr. DeWinp. Before you do that, in connection with this memo- 
randum you have just read from Mr. Oliphant, if T understand, Mr. 
Oliphant was taking personal charge of the case ? 

Mr. Camesett. He asked to be kept advised of all developments and 
that is the way I construed his memorandum. 

Mr. DeWinp. Was that an unusual request ¢ 

Mr. Camrnett. No. The chief counsel over the vears have asked 
to ve advised of developments or kept informed of cases or have re- 
quired matters to be routed through them. It has been the system in 
effect for quite some time, administrative system. 

Mr. DeWtinp. So this request to be advised of all developments in 
this case was not an unusual request / 

Mr. Camrrec.. It was not an unusual request. 

Mr. Byrnes. You do not do that in all cases ¢ 

Mr. Campsets. No, but the chief counsel of the Bureau of Internal 
Revenue has had an administrative assistant in the case whereby he 
will put a flag, sometimes a red flag, on the case, which means that 
matters pertaining to that case will be brought to his attention before 
they go out of office, and if attention of the head of the Division is 
not called to that, the head of the file room will call it to his attention. 

Mr. Byrnes. All cases are not flagged that way ? 

Mr. Camrnents. No; but many cases have been flagged over the years 
by various chief counsels. 

Mr. Byrnes. For some special reason? 

Mr. Campnenr. Exactly. 

Mr. DeWinp. The effect of this flag is that such a communication 
would not go out of the Bureau without Mr. Oliphant’s personal 
approval ? 

Mr. Camere. That is right. 

Mr. DeWinn. How long did it take to get all the testimony under 
oath from the various agents? 

Mr. Cameprent. We went to work on it immediately, assembling first 
the names of the personnel who might have personal knowledge of 
what transpired during the investigation. We went about taking 
statements of various Bureau personnel. IT believe that task was com- 
pleted, the statements of all of the personnel with the exception of Mr. 
Simpson were completed by the end of June. With respect to Mr. 
Simpson, his statement was completed by the end of August 1949. 

Mr. DeWixp. Now you say by the end of June you had all of the 
statements except the statement of Mr. Simpson ? 

Mr. Camerets.. That is right. 
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Mr. DeWinp. What had been done about getting Mr. Simpson’s 
statement ¢ 

Mr. Camprect. There had been correspondence with Mr. Simpson 
with respect to setting a date when he would submit an interview on 
the matter. 

Mr. DeWinp. When was the letter written to Mr. Simpson regard- 
ing an interview to get his testimony under oath ? 

Mr. Camrve.s. “The first that went out to Mr. Simpson is dated 
July 27, 1949. 

Mr. DeWinxp. When had that letter been prepared / 

Mr. Camrnett. The letter that I am reading from was initialed 
under date of July 26, 1949, and was signed by the chief counsel the 
following day. 

Mr. DeWinp. Is there a notation on that letter concerning an 
earlier letter that had been written ? 

Mr. Camere yt. There is in the file an earlier letter which had been 
written, not signed, and to which is attached the carbon initialed copy. 

Mr. DeWinp. What was the date of that letter / 

Mr. Camere. The carbon initialed copy—the first initial appear- 
ing thereon is IL. W. C., the gentleman sitting to my left, 6/27/49. 

The next initial is T. C. U., assistant head of the Division, which 
is 6/28/49. 

Mr. DeWtnv. So this letter asking Mr. Simpson to come in and give 
sworn testimony concerning any promise of immunity was prepared, 
was ready to go forward for Mr. Oliphant’s signature, on June 28, 
1949? 

Mr. Camenecs.. That is the date upon which T initialed it, and in 
the normal course a letter of that sort would go to the Statistics 
Records Section of that Division and shortly thereafter would go 
to the chief counsel. 

Mr. DeWinp. | gathered, from what you say, that letter was never 
sent. 

Mr. Camepren.. That letter was not mailed. 

Mr. DeWinp. What happened to that letter / 

Mr. Camenece. The letter came back to the Division for a rewrite. 
Mr. Carpenter on a carbon copy—this typewritten note was placed 
thereon: 

This was rewritten and initialed by I. W. C. and T. C. U. for E. R. C., and 
the original and copies were given to Mrs, Charles because the original and copies 
apparently were lost in CO's office. 

That is the note on the carbon copy of the letter. IT have no inde- 
pendent recollection of what [ read. 

Mr. DeWinp. Then that letter indicates that the letter of June 28 
to Mr. Simpson, except for the initialed copy that remains in the 
file, had been lost in Mr. ¢ iphant’s office and did net go out according 
to the letter that was rewritten and mailed on July 274 

Mr. Camrrecn. That is the way the note reads, and that is what is 
indicated in the file. 

Mr. DeWinp. The letter that went out on July 27, was that the same 
letter that had been written on June 28 4 

Mr. Campsens.. There appears to have been a word changed, the 
word “the” preceding the word “Bureau.” 

Mr. DeWinp. It is exactly the same letter? 
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Mr. Camrsety. Exactly. 

Mr. DeWinp. After that month’s delay due to the letter having 
been lost, how long did it take to get Mr. Simpson’s statement ¢ 

Mr. Campsecyt. Well, the statement of Mr. Simpson was completed 
by the latter part of August, approximately a month later. Mr. Simp- 
son replied to the letter of july 27 and stated that he was leaving on 
a vacation and would prefer to have the conference date set for some 
time after the 15th of August. Mr. Simpson made such a reply to the 
office under date of July 29, 1949. 

Mr. Byrnes. Where was Mr. Simpson at this time? Was he in 
Washington ? 

Mr. Camesetyi. He was here in the city. 

Mr. DeWinp. Does the record show any telephone calls to him 
suggesting the same information that you sent to him in the letter? 

Mr. Camrpsett. I don't have, Congressman, any information on tele- 
phone calls, 

Mr. Byrnes. You do not recall any. Do your assistants recall any? 

Mr. Camrpsett. I am advised we didn’t make any telephone eile, 
I know I myself did not. 

Mr. Byrnes. This whole matter was taken care of through letters? 

Mr. Campsetn. This whole matter was taken care of by writing. 

Mr. Byrnes. He was not in a situation where it would be very 
difficult to get hold of him? 

Mr. Campsetn. No; but, after all, the question of one coming in 
and giving information under conditions existing here was some- 
thing that required a little extraordinary consideration, so to speak. 
We didn’t know exactly whether Mr. Simpson would want to respond 
to questions or not. At this time he was associated himself with a 
firm that had been representing the taxpayer, and it was preferred to 
have what was said and done reduced to writing. 

Mr. Byrnes. I can understand the purpose of putting it in writing, 
but I am just wondering why you might not also have conversations 
with him on the telephone and sort of feel him out. 

Mr. Camrppe yt. There might have been some question as to what was 
said and done in the telephone conversation and some misunderstand- 
ing, so it was put ina letter. 

Mr. Byrnes. You were going to do this completely by the book? 

Mr. Camrrett. That is what happened. 

Mr. DeWrnp. As T understand, all communications with anybody 
concerning the matter were under Mr. Oliphant’s personal control ; 
is that right? 

Mr. Campsett. That was the instruction I had under the memor- 
andum of May 3, which I have read, and I followed that instruction. 

Mr. DeWinp. Now, when did the conference with Mr. Simpson 
take place to get his testimony, the first conference you had with 
him? 

Mr. Camrprett. Following the receipt of the letter from Mr. Simp- 
son which I have just mentioned, there was an instruction to me under 
date of August 8, 1949, to set the conference for August 16 in the 
chief counsel’s office. A letter was addressed to Mr. Simpson which 
went out of the chief counsel’s office under date of August 10, 1949, 
advising him that the conference had been set for the morning of 
August 16, 1949, at 10 a. m. 
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Mr. DeW inp. When did the conference in fact take place? 

Mr. Campsett. August 18 is when the first meeting occurred with 
Mr. Simpson. 

Mr. DeWrnv. Who attended that August 18 conference with Mr. 
Simpson ? 

Mr. Camesect. According to a memorandum of the conference 
dated August 15, 1949, the conference got under way about 11 a. m.; 
the assistant head of the Division was present; Mr. Simpson was 
present; I was present; and a reporter for the Division was present. 
The conference began with the parties I have mentioned being present. 

Mr, DeWinv. Perhaps we could get at the important part of that 
conference for our purpose in this way. Did Mr. Simpson agree at 
that conference that the March 5, 1947, memorandum was substan- 
tially correct, that no promises of immunity had been made? 

Mr. Camprnect. May | have that question again, please ¢ 

Mr. DeWinv. Did Mr. Simpson agree that the March 5, 1947, memo- 
randum, in which it was stated to have been agreed by counsel for tax- 
payer that no promises of immunity had been made, was substantially 
correct ¢ 

Mr. Camere. That is true: the memorandum to which I have 
referred so shows. 

Mr. DeWinp. Now did Mr. Simpson say that he would be unwill- 
ing to make any record of his testimony at that conference ? 

Mr. Camenect. He made objection to having a formal statement 
taken of his interview. 

Mr. DeWinp. Upon what ground did he put his objection? 

Mr. Camrnencst. The conference memorandum to which I have re- 
ferred doesn’t show grounds upon which he objected to having a 
formal statement taken, but while that objection was under consider- 
ation it merely was that he didn’t want to have a statement made 
under oath—while that matter was under discussion between us, two 
other people joined the conference: Mr. Oliphant joined the confer- 
ence and Mr. Stein: and Mr. Oliphant said that, unless the state- 
ments were taken in writing, no purpose would be served by going 
forward with the conference. Then we did take Mr. Simpson’s state- 
ment. 

Mr. DeWinv. Then you had the conference, and there were a num- 
ber of people present who heard Mr. Simpson there had been no 
promise of immunity given by him ¢ 

Mr. Campsece. Yes; that was the object of our conversing with 
him. We were trying to find out in that conference whether or not 
Mr. Simpson would be an unfriendly witness in the event this matter 
went to trial. 

Mr. DeWinp. Before a number of witnesses he said he had made no 
promise of immunity ¢ 

Mr. Camrreci. So we were laying ground for the impeaching ques- 
tions in the event it became necessary. 

Mr. DeWrnp. Then he objected ; he said he would not give any 
written transcript of that testimony at that time; and then vou say Mr. 
Oliphant said that there was no point in the conference unless he 
was willing to make a transcript ? 

Mr. Camrreti. That is right. 

Mr. DeWinp. A sworn transcript ? 

Mr. Camprece. And a transcript was made. 
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Mr. DeWinv. You say that was made? 

Mr. Camepe.n. Yes. 

Mr. DeWrnp. But not at that conference? 

Mr. Cameret.. Not at that time. 

Mr. DeWinxp. How was the matter left? .Mr. Simpson made a 
statement he refused to go on the record / 

Mr. Camreeti. This conference memorandum concludes by saying 
that he, meaning Mr. Simpson, would appear at Mr. Oliphant’s office 
at 10 a. m. Wednesday, August 24, 1949, and in the meantime if he 
decided to submit to questions he would so advise Mr. Oliphant. 

Mr. DeWinp. At this time on August 18, when this matter was put 
over until August 24, you were faced with a statute of limitations 
problem / 

Mr. Campneit. As to the year 1942. 

Mr. DeWrnp. As to the year 1942; yes. Now, was it your im- 
pression at that time, Mr. Campbell, that the statute of limitations 
would run on August 25 4 

Mr. Camere. I dictated to my secretary a note on that matter, 
which isn’t dated, but it is in the file on yellow paper of the type I 
used for such matters, and it reflects a telephone call conversation 
between miyself and Mr. McLean, of the Department of Justice, dur- 
ing which I thought—or learned, rather—that the statute of limi- 
tations would expire on August 25, and I put that in the file. 

Mr. DeWinp. So that the arrangement to get Mr. Simpson’s sworn 
statement in writing in Mr. Oliphant’s office was set up for August 24 
at atime when Mr. McLean thought the statute of limitations would 
run on August 25 ¢ 

Mr. Camenens. Well, those are the dates. 

Mr. DeWixp. Did you communicate to Mr. Oliphant coneerning 
the statute of limitations problem ¢ 

Mr. Camerece. On August 22, which I believe to be the date that 
I had the telephone conversation with Mr. McLean, under date of 
August 22, 1949, | prepared a memorandum to the chief counsel; and 
it starts with the statement : 

Tomorrow, Angust 253, is the date indictment must be returned, an informa- 
tion having already been filed, in order to save 142. 

Now, that memorandum is initialed by one of Mr. Oliphant’s see 
retaries. 

Mr. DeWivxp. I have here what is apparently a copy of that me- 
morandum. Let me read it through, and let us see if that is not the 
whole memorandum. It is addressed to Mr. Oliphant, re Washing- 
ton Beef & Provision Co., et al. 

Tomorrow, August 28, is the date indictment must be returned, an informa- 
tion having already been filed ia order to save 1942. Therefore, McLean re- 
quests expedite action, and he has called the Division about the matter a num- 
ber of times. 

The attached letter shows that no promises were made by the agents to secure 
the cooperation of the taxpayer, and transmits the pertinent statements obtained 
as per your instructions. Since Simpson refused to go on the record and since it 
is not known whether he will consent to do so next Wednesday, I feel strongly 
the attached should be gone over forthwith so that the indictment may be brought 
out. I may add that the record is such that Simpson in my opinion is not in a 
position to twist the matter of promises, even assuming that he has the desire 


to do so, 
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Mr. Camrse ts. That is right; that is my memorandum. 

Mr. DeWinp. That is initialed by you? 

Mr. Camere. Initialed by me, the original of which is now be- 
fore me. 

Mr. DeWrnp. Now, is there a routing slip attached to that! I 
have here what appears to be a routing slip marked “Special.” It 
reads, “Mr. Uhler wants to take this to Justice this morning,” and it is 
dated August 22. 

Mr. Camrvect. There is such a slip attached here. That is not, 
however, what we would call a routing slip, but it would serve the 
same purpose. I don’t know who prepared that. It is in type, “Mr. 
Uhler wants to take this to Justice this morning,” dated August 22, 
and then the word “Special” is in pencil. Mr. Uhler was an assistant 
head of the Division. He was in charge of matters originating in 
the Washington area under one special agent in charge and I had 
entrusted to him the administrative supervision of this matter under 
me. It could be that he prepared that particular memorandum. | 
have no recollection of it myself. 

Mr. DeWixv. When this went forward to Mr. Oliphant, was there 
a letter with it to the Department of Justice transmitting the testi- 
monies and recommending that the prosecution go forward ¢ 

Mr. Camrseiy. There was. 

Mr. DeWinp. Was that letter sent ? 

Mr. Campreiy. The original is still in the file. 

Mr. DeWinp. Is it marked up in some way ¢ 

Mr. Camere cy. It has a lead-pencil cross over the first and second 
pages which, under the practice of the office, the routine of the oflice, 
perhaps was placed there by a secretary. 

Mr. DeWtnp. So, despite the information that you thought was 
correct at that time—that the statute of limitations would run the 
following day—the case did not go forward to the Department of 
Justice at that time ¢ 

Mr. Camernen.. The file shows that it didn’t go over. 

Mr. DeWinxp. When did Mr. Simpson come in and make his state- 
ment’ Was it August 254 

Mr. Camenece. August 25. 149. is the date on the transeript of 
is statement. 

Mr. DeWinxp. In that statement Mr. Simpson took the flat) posi- 
tion that there had not been anv promise of immunity by him ¢ 

Mr. Camernece. That is my recollection of the matter. I haven't 
reviewed the statement here. but that is my recollection. 

Mr. DeWinp. Now Simpson on August 25 said. that is right, there 
Was ho promise of Immiunity 4 

Mr. Camppens. That is true. 

Mr. DeWinxn. Now was that statement in writing’ It is dated, 
I think, August 26, 149. the transcript. 

Mr. Campnen.. Well, August 25. 1949. is written on the outside of 
the transcript. 

Mr. DeWixp. Did Mr. Simpson swear to that transeript at that 
time ¢ 

Mr. Cameprece. No: not at that time. 

Mr. DeWinxp. When did he swear to it? 
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Mr. Camesete. I have what appears to be the original document 
here, signed by Mr. Simpson, “Subscribed and sworn to before me 
this 4th day of May 1950, H. O. Kuntz, Deputy Collector.” That 
recites he has “carefully read the foregoing statement, consisting of 
20 pages, which is transcript of statement made by me on August 25, 
1949, relative to the income tax of Washington Beef & Provision 
Co. I hereby certify that the foregoing statement is true and correct.” 

Mr. DeWinp. That is sworn to on May 4, 1950? 

Mr. Camper. That is true. 

Mr. DeWinp. Which I believe was after the Department of Justice 
finally declined prosecution. That was the first time Mr. Simpson 
was asked to execute the affidavit, was it not ¢ 

Mr. Campsect. Mr. Simpson after the statement requested to be 
supplied with a copy of the statement, and under the administrative 
practice one must sign such a statement before he is supplied with a 
copy. That led to his having verified the statement under oath. 

Mr. DeWtnp. I just want to make it clear in the record; Mr. Simp- 
son had not refused to swear to the document, he merely was not asked 
todo so until he asked for a copy of it in 1950 ¢ 

Mr. Camere... That is true, and at the beginning of that state- 
ment had we had an oflicer present who could have administered the 
oath, we might very well have put him under oath at that time. 

Mr. DeWinp. Following the obtaining of the Simpson statement, 
did you discover that the statute of limitations was still open for a 
few days? 

Mr. Camere... Somewhere along the way there it came to our at- 
tention that the statute of limitations would not run on August 25 
as to the year 1942 but that the statute as to that year would run the 
latter part of August, around the 50th, T believe. 

Mr. DeWinp. Was another letter prepared transmitting the testi- 
mony to Justice with the recommendation for prosecution 

Mr. Campnetn. There was a letter prepared, initialed under date 
of August 29, 1949, by Mr. Uhler, assistant head of the division. He 
is the author of the letter. 

Mr. DeWinp. Now this letter which is initialed August 29, 1949, 
which would have transmitted the testimony with recommendation for 
proceeding with the prosecution was never sent either, was it? 

Mr. Camenets. The original is still in the file. 

Mr. DeWinxp. Do you find in the file a memorandum from Mr. 
Oliphant explaining why the testimony had not been sent forward, 
the memorandum of August 29, 1949? 

Mr. Camesect. There is such a memorandum in the file. 

Mr. DeWtnp. Could you read that if it is not too long? How 
long is it? 

Mr. Camenett. Two short paragraphs. 

Mr. DeWtnp. Could you read it? 

Mr. Campnett. August 29, 1949— 

Memorandum for the file. 

Referring to my earlier promise to Congressman Morrison that he would 
have an opportunity for a conference on the Washington Beef and Provision Co 
ease before any action was taken, I called his office at 10:30 a. m. and spoke 
with Mrs. Florence Cooley, his administrative assistant. Later Congressmar 
Morrison called from Louisiana and reminded me of my promise to him. I 
explained it would result in our losing the vear 1942, since he told me he could 
not he back before September 10 (after the grand jury would have been dis 
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missed) and it would not be necessarily justified, but I would be glad to hold 
the case. I then so advised Mr. Uhler, which explains the attached letter to 
the Department of Justice. 

In type, “Charles Oliphant, chief counsel,” and in pen “C. O.” 

Mr. DeWinp. The attached letter for the Department of Justice, 
Mr. Chairman, is the letter which was brought in for the record by Mr. 
McLean. That was the letter which declined to recommend prosecu- 
tion for the 1942 year in view of this situation with the Congressman. 

Now, Mr. Campbell, did you ever agree with Mr. Oliphant that 
the proper thing to do was not to send this case forward ¢ 

Mr. Camppein. No, sir. 

Mr. DeWinp. So far as you can tell from your file, the 1942 year 
was allowed to be barred by the statute of limitations because of this 
promised conference that was referred to in that memorandum ? 

Mr. Campreci. Well, Mr. DeWind, that would be an interpretation 
of the files which I wouldn’t feel qualified to make. 

Mr. DeWrnp. In any event, the year 1942 did become barred by the 
statute of limitations ¢ 

Mr. Camppect. It did become barred. 

Mr. DeWinp. After the statute of limitations ran out in 1942, as 1 
recall, the next important date was in March of 1950, when the 1943 
year would also be barred, between September of 1949, when 1942 was 
barred, and March of 1950, when 1943 would become barred. Did you 
bring the matter to Mr. Oliphant’s attention / 

Mr. Campsett. The answer is “Yes.” I personally did not do so 
but an assistant head of the Division did. 

Mr. DeWinxp. Can you state on what occasion it was brought to 
Mr. Oliphant’s attention that the 1943 year would be barred in March 
of 1950¢ 

Mr. Camrse it. There is a memorandum in the file dated November 
15, 1949, which was prepared for my approval. I didn’t approve it 
hecause of the last paragraph of the memorandum, but I did ask the 
assistant head to take the memorandum around or take the matter 
up with the chief counsel, and there is a note in the file which reads: 

I took this matter up with Mrs. Maxfield and she said she would give Mr. 
Oliphant a note on it. This was done after talking the matter over with Mr. 
Campbell. 

Mr. DeWinp. That was November 15,1949. Was the matter again 
brought to Mr. Oliphant’s attention in January 1950? 

Mr. Camrpnect. There is a memorandum in the file dated January 5, 
1950, which so indicates. 

Mr. DeWinp. Now in that memorandum in part of the last para- 
vraph it is said; 

It therefore would appear that the prospects are good for 1948 (1944 fiseal in 
Witt & Co.) but not too good if only 1944 (1945 fiscal in Witt & Co.) is included. 
The statutory period for 1943 in the Washington Beef & Provision Co. expires 
March 15, 1950, and for the 1944 fiscal in Witt & Co. expires May 15, 1950. 

Mr. Camrset.. That is true. 

Mr. DeWinxp. So on January 5 you sent a memorandum to Mr. 
Oliphant advising him that if the 1943 year were allowed to be barred 
in March of 1950 the prospects for prosecution would not be good? 

Mr. Camrnett. There is such a memorandum in the file. 
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Mr. DeWixv. Do you know of any reason why the testimonies 
iaken in August of 1949 were not transmitted to the Department of 

Justice at that time, had not been up to that time transmitted / 

Mr. Camrsece. Well, other than to say that the terrific pressure of 
work might have exerted some influence on the matter, the volume of 
work required to be handled in the front office. 

Mr. DeWixv. Now what was the next time you brought it to Mr. 
Oliphant’s attention? Was that on March 8, 1950? 

Mr. Camrsets. Yes. There is a memorandum in the file bearing 
that date, from myself to the chief counsel, attached to the proposed 
letter to the Department of Justice. 

Mr. DeWinp. Attached to the proposed letter to the Department 
of Justice to transmit the testimony and recommendation for prose- 
cution for 1943 and 1944; it that it? 

Mr. Campsett. Yes. 

Mr. DeW1inp. In the next to the last paragraph of that letter as it 
was prepared does the sentence appear, “It is accordingly believed 
that a strong prosecution case exists with respect to this particular 
phase of the Commissioner's reference” ¢ 

Mr. Camppetn. Yes. 

Mr. DeWinp. Was that sentence stricken out in the final form of 
the letter? 

Mr. Campre... That sentence was not in the letter which finally 
went out of the office. 

Mr. DeWinp. That is, it was in the draft of the letter which you 
prepared, that a strong prosecution case exists, but when the letter 
went out of Mr. Oliphant’s office that sentence had been removed ¢ 

Mr. Camenecs. All T can say that the sentence was not in the fina! 
letter that went out. I put the sentence in. It was not in the letter 
that went out. Mr. Stein brought to me a letter which I thought was 
a little too brief, containing two pages. I used the first two para 
eraphs of his letter. I dictated some ideas of my own in rough draft, 
triple spaced. I corrected those, put those in final form, and my 
opinion, after going over the evidence, was that we had a very strony 
criminal prosecution case there and I wanted to stress the matter, and 
Tdid. I think that is the best case we had in the whole business, not - 
withstanding testimony from this chair to the contrary. It is based 
on documentary evidence, to wit, cancelled checks in an amount suf 
ficient. to impress a jury, and I thought we had a good case and I s» 
stated. 

I don’t look at this case as one where the statute of limitations run- 
ning on the year 1942 should have necessarily resulted in its not being 
prosecuted. 

Mr. DeWixp. Then 1942 having been barred, in your professiona| 
opinion 1943 and 1942 would still make a case. The transmittal to the 
Department of Justice took place on March 14, 1950, 1 day before the 
statute expired ? 

Mr. Campsett. That is true, Mr. DeWind. 

Mr. DeWinp. Mr. Chairman, that letter of transmittal was broug!t 
out in Mr. McLean’s testimony the other day. I think that all that 
should be noted to complete the record is that on April 5, 1950, the 
Department of Justice finally declined prosecution for the remaining 
fiscal 144 year. 
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Chairman Kine. Very well. 

Mr. Byrnes. May I ask Mr. Campbell this question. You said you 
thought you had a good case if you had the years 1943 and 1944? 

Mr. Camesevi. That is correct. 

Mr. Byrnes. What would be your view as to the Government’s 
case if 1943 was eliminated, and all you had was 1944 to work on? 

Mr. Camrseit. That is the Witt & Co. case for the year 1944, fiscal 
year, and that was the one which I thought we had an excellent case 
on because it was supported by documentary evidence, to wit, can- 
celed checks in very substantial amounts which had not been returned 
for tax purposes. 

Mr. Byrnes. In other words, your view is that even without 1943 
you would have had a good case / 

Mr. Campnein. Yes; I so stated. I don’t go along with the idea 
that because you only have 1 year, that you don’t have a chance of 
maintaining a successful criminal prosecution. I know of cases to the 
contrary, and | know one case in much lesser amount than this. I 
realize that where you have a number of years, a fraud continuing 
over a number of years, that you may have a better chance of securing 
a conviction, but 1 don't think you have to violate 145 (b) twice before 
you have a good case to go into court on. 

Mr. DeWinp. I gather, then, that the situation was that despite 
your view you knew that the Department of Justice would consider 
the case not a good prosecution case if 1942 and 1943 were barred ? 

Mr. Camrnecy. Well, cases have been declined for prosecution on 
the ground that only 1 year was involved. 

Mr. DeWinp. Do you know of any reason that would justify the 
way this case was handled, that is, the failure to get the testimonies 
over in 1949 and the failure to again get them over a few hours before 
the statute of limitations ran in 1950? 

Mr. Campsece. Well, Mr. DeWind, I want to be responsive. I 
would prefer not to comment on something of that sort. I believe it 
carries me a little far atield. I have stated the facts as I know them 
from my files. 

Mr. DeWinp. I will withdraw that question. 

Mr. Camesent. Thank you. 

Mr. DeWinp. It is clear, however, that the responsibility for the 
matter rested directly and clearly with Mr. Oliphant in view of the 
way the case was conducted ¢ 

Mr. Camprein. Well, Mr. DeWind, I would say that the responsi- 
bility rested, if I must say something on that, with the prosecuting 
authorities as well. I say that this case was placed in line to be prose- 
cuted, went all of the way to the United States attorney. The grand 
jury could have been continued, and I don’t want to sit here and in 
my testimonial capacity try to pin responsibility on any one person. 
I think that is the only fair thing for me to do. 

Mr. DeWrnp. That is all, Mr. Chairman. 

Chairman Kine. The committee appreciates your cooperation and 
the help you have given us, Mr. Campbell. You may be excused. 

Thank you very much, Mr. Stein and Mr. Carpenter. 

Mr. Buack. Mr. Chairman, I would like at this time, because I don’t 
know what the course of this committee will be and when you may 
close the phase of the investigation concerning Teitelbaum’s matter, 
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to make a short statement concerning procedure which I think is very 
important and urgent. I discussed with you before the idea of setting 
forth in the reeord—— . 

Chairman Kine. Mr. Black, before you proceed will you come for- 
ward and discuss the matter preliminarily with counsel and myself 
and other members of the committee / 

Mr. Naster, will you come forward, please ? 

Mr. DeWinp. Mr. Naster and Mr. Yablok, and Mr. Daly, could you 
go over there on the side for a moment just to stay there for a second? 

Chairman Kine. The committee will now adjourn until 2:30 this 
afternoon. 

(Thereupon, at 12:30 p. m., a recess was taken until 2:30 p. m.) 


AFTERNOON SESSION 


(The hearing was resumed at 2:40 p. m., upon the expiration of 
the recess. ) 

Chairman Kine. Mr. Oliphant, please? Mr. Oliphant, will you 
come forward, please ¢ 

Will you be sworn, Mr. Oliphant? Do you solemnly swear that 
the testimony you will give will be the truth, the whole truth, and 
nothing but the truth, so help you God ? 

Mr. Ourenant. I do. 

Chairman Kine. Be seated, Mr. Oliphant. 

Mr. Oliphant, I have been advised that vou have a statement that 
you want to read to the committee. 


TESTIMONY OF CHARLES OLIPHANT, FORMER CHIEF COUNSEL, 
BUREAU OF INTERNAL REVENUE 


Mr. Oureuant. May I proceed, Mr. Chairman ? 

Chairman Kine. You may proceed. 

Mr. Otiruant. In the course of this committee’s investigations, I 
was asked to report on several cases. Some of these were discussed 
with your staff, some in executive session and some in an earlier pub- 
lic hearing. Lam prepared to comment on all of them, but it is quite 
obvious that the issue which calls first for public discussion here is 
the development which gave rise to my resignation and my request for 
this hearing. That is the interjection of my name by Teiteloaum in 
his testimony on Tuesday, December 4. Because of that testimony, 
and because of testimony developed since then, 1 propose now to set 
forth a detailed statement of the facts as they are known to me and as 
shown by the record. 

Now, first, according to the testimony of Teitelbaum, he had a 
tax case pending in the Chicago office of the Bureau of Internal Rev- 
enue, a case which was about to be settled without criminal prosecu- 
tion. His story is that he was then approached by two individuals, 
one Nathan and one Naster who informed him that he knew he was 
in tax difficulties, and that upon the payment to them of some 
$500,000 they would see that his tax difficulties were relieved. His 
story then moves to his rejection of what he terms a “shakedown” ; 
these two men identifying themselves as front men for a clique in 
Washington, of which I am charged with being a member; that he 
again rejected their extortion claims, following which the peaceful 
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waters upon which his tax boat was sailing became violent and turbu- 
lent; and that now, thanks to his refusal to be a victim of this shake- 
down, what was an innocent civil delinquency case is now a criminal 
case in the Department of Justice. 

I believe this isa fair summary of what has been alleged before your 
committee by Teitelbaum. 

You understand, of course, that in referring to an innocent civil de- 
linqueney case which is now a criminal case in the Department of 
Justice, he is talking about criminal prosecution. The collection of 
civil ability and fraud penalties goes on in any event, or whatever 
the penalties may be. 

I again deny categorically either membership in or knowledge of 
the existence of any such clique as was described in the fantastic testi- 
mony of Teitelbaum before this committee on December 4. Whether 
or not some of the alleged participants in the alleged shakedown may 
have used my name or the names of others, 1] have no way of knowing. 
No one knows better than I the possibility that in this or other situa- 
tions unsavory characters may try to make capital of misrepresenta- 
tion of the sort here described. I know of no way to prevent anyone 
from exploiting a friendship, presumed or otherwise, with people in 

public office in order to further their own ends. 

Second, as to my participation in the Teitelbaum case: In the spring 
of this year, in connection with activities of this committee, the Bu- 
reau inaugurated a special antiracketeering drive, and in furtherance 
of that drive in April of this year, my oflice sent telegrams to lawyers 
in the field asking that the cases of individuals named in the tele- 
grams be given top priority. Those individuals presumably qualified 
as “racketeers” within the meaning of the tentative and rather fluid 
definition of “racketeers” as then understood in the Bureau. In effect, 
racketeers were possible Federal income-tax violators who were en- 
gaged in illegal businesses, such as gambling, bookmaking, extor- 
tion, and the like. 

Racketeer cases are treated differently from other penal cases in 
two major respects. First, they are given expeditious treatment. 
Two, in determining—that is, by the Bureau—whether or not to send 
the cases to the Department of Justice for prosecution, the test with 
respect to a racketeer case is whether, on the face of the record, there 
is sufficient evidence to warrant the conclusion that if presented in a 
trial the case would go to the jury; that is, that it would not be dis- 
missed at the conclusion of the Government’s presentation. 

This type of evidence is distinguishable from that which the Bu- 
reau would look for and satisfy itself on before sending a non- 
racketeer case to the Department of Justice. For the latter type of 
case, the Bureau would send the case over to the Department of 
Justice only when the Bureau has reason to believe that a conviction 
could be obtained. 

I have referred earlier to a telegram which went to the field 
lawyers asking that cases on named individuals be treated ex pe- 
ditiously as “racketeer” cases. 

The telegram to the Chie ago regional counsel’s oflice—that is the 
Chicago office of the chief counsel’s office in Chicago—dated April 18, 
1951, was sent in my name by Mr. E. Riley Campbell, head of the 
Penal Division here in Washington and throughout the country, and 
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included among other names that of Paul R. Simon. It did not 
include Teitelbaum. 

The following day, Regional Counsel Struett replied to the tele- 
gram and reported that the Simon case had been in his office since 
November 3, 1950. He went on to advise that Simon had had nu- 
merous dealings with Teitelbaum, who had for years been an attorney 
for the Capone interests. He further said that Teitelbaum had been 
under investigation for some time, and that the processing of the 
Simon case had been held up awaiting receipt of the Teitelbaum case 
from the field examining agents. 

Mr. Struett added that since many of the same transactions were 
involved in the two cases, he had urged the revenue agent’s office 
and the special agent’s oflice—those are the examining agents— to 
expedite the Teitelbaum case; that some regional counsel had the 
Simon case at the time of the April 18 telegram and was expediting 
the development of the Teitelbaum case so as to associate the cases 
together, since they involved many of the same transactions. 

To go on, a report was completed in the speciai agent’s office with 
respect to Teitelbaum under date of May 29, 1951, and was forwarded 
to Mr. Struett’s office on June 5, 1951. When received in his office, that 
is, Mr. Struett’s office in the field, it had been classified as a racketeer 
case and therefore would normally be subjected to the treatment of 
such cases. 

When the special agent’s report on Teitelbaum was forwarded to 
Mr. Struett’s office, it was accompanied by a memorandum from the 
special agent in charge to the effect that, “while it appears from the 
evidence at hand that Teitelbaum was evading income taxes, it was 
the opinion of this office’—that is, the special agent in charge of- 
fice-—“that further investigation should be made, preferably by a 
grand jury, before attempting to obtain an indictment.” 

Thereafter, under date of July 9, 1951, Mr. Struett’s office forwarded 
both cases to Washington with a recommendation for criminal prose 
cution. At the same time, Mr. Struett advised the Penal Division 
by separate memorandum that the processing of the Simon case had 
been held up until the Teitelbaum case had been received, as he had 
earlier advised it would, and that both cases had been considered as 
racketeer cases but were not so treated in his office. 

On July 11, the cases came to the Penal Division here in Washing 
ton. Since the file failed to disclose a request from the taxpayer for 
a conference, the cases were forwarded to my office on July 13 with a 
recommendation for transmittal to the Department of Justice for 
prosecution. 

On July 17, the cases were returned to the Penal Division at its 
request as a preliminary to a conference which had by then been re- 
quested by the taxpayer. Such conference between Teitelbaum, his 
attorney, Mr. Bernstein, and Mr. Schwartz, an assistant head of the 
Penal Division, was had on July 20, 1951. 

On July 23, I inquired of Mr. Schwartz as to whether the Teitel- 
baum and Simon cases were “racketeer.” He said, in effect that he 
was doubtful as to whether they were, and it was his opinion that the 
cases should go back to the Chicago office for reconsideration and 
additional information, 

On July 25, I called Mr. Schwartz, inquired as to the status of the 
cases, and was informed that they had been prepared for return to 
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Chicago for further handling; and I asked him to get the files and to 
put them on my desk. That was done. 

Because of the pressure of other work, [ was unable to examine the 
files within the next few days, and on July 30, | handed them together 
with some other Penal Division files which were also on my de esk, to 
Mr. E. Riley Campbell, head of the Penal Division. 

My recollection is that I gave all of these cases to him and told him 
to look them over. Mr. Schwartz's testimony before this committee 
last Friday, December 7, supports this. His testimony includes a 
statement to the effect that Simon and Teitelbaum cases were so de- 
livered to Mr. Campbell. 

Mr. Campbell, in returning the files to Mr. Schwartz, apparently 
appended a note to them which states that I had directed him “to 
look and advise on this matter. Specifically is this a racketeer case to 
be processed as such?” According to Mr. Schwartz's testimony, addi- 
tional conferences were subsequently held with taxpayers’ new coun- 
sel, and, as Mr. Schwartz states it, “On the basis of my reconsideration, 
which included further conferences with the attorneys for the tax- 
payer, I came to the conclusion that there were items involved in the 
case which indicated cone ealment, which would be sufficient to have a 
jury convict.” 

In other words, on reconsideration, Mre Schwartz determined that 
the case should not be returned to Chicago as he had earlier intended, 
but that it should be sent to the Department of Justice for prosecution, 
as Was originally proposed. 

On November 22, Mr. Schwartz sent the case forward to my office 
with a recommendation that it be sent to the Justice De ‘partment for 
criminal prosecution. This was done. 

There you have the undisputed facts, based on the record. They 
disclose every official development in the ag essing of the case. They 
do not disclose the inquiry e@iade of me by Mr. Grunewald, which 1 
reported to the subcommittee in the executive session. On July 23, 1 
had lunch with Mr. Grunewald, in the course of which he asked me if 
Teitelbaum and Simon were classified as racketeers. This was the 
first time I had ever heard of these men. I told Mr. Grunewald that 
I did not know, and later that day had the conversation with Mr. 
Schwartz which I have referred to earlier as an incident of the record, 
namely, my request of Mr. Schwartz of July 25 that the cases be put 
on mv desk. 

Following the receipt of the information from Mr. Schwartz, I told 
Mr. Grunewald that I was informed the cases would probably not be 
regarded as racketeer cases. 

This is the sum total of my entire contact with Mr. Grunewald in 
connection with the processing of this case. The inquiry was a casual 
one made during the course of lunch, and I attached no significance 
whatever to it. 

Since this matter, which seemed entirely routine at the time, has 
assumed such proportions in the public press and elsewhere, I have 
vainly searched my memory to try to recall the precise reason why 
in July I asked that the file be sent to my desk. Although it must 
appear to be indulging in speculation, it must be remembered that 
this case had reached my office with a recommendation for criminal 
prosecution once, had been recalled by the Penal Division for con- 
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ferences with the taxpayer. The names involved were obviously 
known to others, else why the inquiry from Mr. Grunewald? And my 
most recent advice from Mr. Schwartz had been to the effect that the 
case, after further consideration in the Penal Division, was in process 
of being returned to Chicago. What more natural, under such cir- 
cumstances, than that I eall for the file to see what it was all about? 

In this connection, it should be borne in mind that the whole con- 
cept of a class of so-called racketeer cases was a development of 
several months, several recent months. The lines of delineation be- 
tween racketeer and nonracketeer cases were not as yet clearly drawn. 
We were constantly being plagued with classification problems. 

The injection of Mr. Grunewald’s name into the situation obviously 
calls for some explanation of my relationship with him. I have known 
Mr. Grunewald for several years and make no effort to minimize our 
friendship. My relations with him have been essentially social, he 
having visited me and my family and I having visited with him at 
his apartment at the Westchester and at his places in Florida and 
in New Jersey. ; 

Up to the time within the past 2 weeks when Mr. Grunewald sug- 
gested to me that I not mention to this committee his inquiry about 
the Teitelbaum case, | had absolutely no reason to believe him any- 
thing but an honest, reputable member of the community. 

Thank you, Mr. Chairman. 

Chairman Kine. Does that complete your statement, Mr. Ohi- 
phant ¢ 

Mr. Ourrenanr. It does. 

Mr. DeWixv. Mr. Oliphant, do I understand you to say that the 
first inquiry that Mr. Grunewald made concerning the Teitelbaum 
case occurred at a luncheon you were having with him? 

Mr. Ouvrenant. The first time T had heard their names was at a 
luncheon I was having with Mr. Grunewald. That is correct, sir. 

Mr. DeWinp. Where were you having lunch with Mr. Grune- 
wald? 

Mr. Ouienantr. I was either having lunch at the Willard or having 
lunch in his office in the Washington hotel. 

Mr. DeWinp. Can you recall now which it was? 

Mr. Ourenant. It was either one of the two eon 

Mr. DeWrxp. What did Mr. Grunewald say about the cases to you? 
How did he bring the matter up ? 

Mr. Oureuant. The matter was brought up casually in the course 
of lunch, when we were talking about other things, family and things 
like that. 

Mr. DeWinpv. Well, did he say who Mr. Teitelbaum or Mr. Simon 
was! 

Mr. Ourenanr. No, he did not. 

Mr. DeWinv. Did he identify where their cases arose? 

Mr. Ourenant. I beg your pardon? 

Mr. DeWinp. Did he identify where they were from? 

Mr. Oureuant. Pardon me? 

Mr. DeWinp. That is, where Teitelbaum was from? 

Mr. Ourenant. Chicago. 

Mr. DeWrnp. Oh, he said they were Chicago cases. 
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Chairman Kine. Mr. Oliphant, are the photographers disturbing 
youf Are you disturbed by their presence? Does it interfere with 
your ability to—— 

Mr. Ourenant. No, If they do, I will tell you about it. 

Chairman Kine. You will tell me about that ? 

Mr. OuipHanr. Yes, sir. 

Mr. DeWrnp. I assume Mr. Grunewald must have given you some 
further details about the cases. He must have given the full names 
of the taxpayers and other details of that kind, did he not? 

Mr. Ovrenanr. Asa matter of fact, my recollection is that he merely 
mentioned the last names and wanted to know whether they were 
regarded as racketeers. 

Mr. DeWinp. Then do I understand that later that day after you 
had inquired from Mr. Schwartz concerning the cases you called Mr. 
Grunewald and gave him the information / 

Mr. Ouienanr. I called him and gave him the information that they 
probably would not be called racketeers, 

Mr. DeW inp. In giving that information to Mr. Grunewald, was 
that a violation of Treasury policy against disclosing confidential 
information to unauthorized persons ? 

Mr. Ouirnantr. My own belief would be that it would not be. 

Mr. DeWinp. That is information you would give to anybody / 

Mr. Oureuant. That is correct. 

Mr. DeWinp. Well, let us suppose a member of the press had called 
up and asked if the Teitelbaum and Simon cases were racketeer cases. 
Would you have given that information ? 

Mr. Ourenanr. Not necessarily. 

Mr. DeWinp. Well, suppose somebody you didn’t know just called 
up and asked about the Teitelbaum and Simon cases. Would you give 
them the information ¢ 

Mr. Ouirnanr. Not necessarily, no. 

Mr. DeWinp. Well, I don't want to press the point unduly, but 
then why did you give the information to Grunewald ? 

Mr. Ouirnuant. Let’s go directly to the point of inquiry yesterday, 
That was whether or not I regarded the information 1 furnished Mr. 
Grunewald as in my opinion a violation of section 55, the so-called 
secrecy provisions of the internal revenue laws. And I do not believe 
that it is. 

Mr. DeWinv. Well, that wasn't the question I wanted toask. I just 
wanted to ask whether you had given this information freely to any- 
body who asked it. 

Mr. Ovreuanr. T shouldn't say that I felt that T would, 

Mr. DeWinv. Well, why, then, was Mr. Grunewald in a different 
category, so that he could get this information ? 

Mr. OuireHant. I must say that Mr. Grunewald has been a friend 
of mine for a number of years, and up until this reeent statement of 
his I had no reason to doubt the propriety of his question one way 
or another, and I do not doubt his propriety in the question now. 

Mr. DeWinp. You say you have no doubt about the propriety of 
his question now ? 

Mr. OnuieHanr. I say as to now, this situation having developed, 
in Which he told me that I should not mention it to anyone, I would 
have a great deal of doubt about saying anything about it. 
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Mr. DeW inv. How long had you known Mr. Grunewald ¢ 

Mr. Ourenant. I have known Mr. Grunewald, I would say, oh, 
maybe 4 or 5 years, something like that. 

Mr. DeW xp. How did you meet him in the first place / 

Mr. Ovienant. Commissioner Schoeneman introduced him to me. 

Mr. DeWrnp. Do you recall where the introduction took place ¢ 

Mr. Ouienanr. That I do not recall. 

Mr. DeWrnp. And after that introduction, I judge you became 
close personal friends? 

Mr. Ouipnanr. After a while, after that introducton, we did, yes. 

Mr. DeWrnp. Well, was it simply because you were a friend of Mr. 
Grunewald’s that you felt free to give him this information concern- 
ing these two cases? 

‘Mr, Ourenanr. As I had de ‘veloped my friendship with Mr. Grune- 
wald, he never having asked me to do anything for him on a tax 
case, [ thought that it was a casual inquiry and a casual reply. 

Mr. DeWinp. Well, did you have any curiosity at the time as to 
why Mr. Grunewald should know about these cases and should be 
inquiring about them ? 

Mr. Ouieuant. In trying to reconstruct it, | cannot say that I have. 

Mr. DeWrnp. I judge the situation then to have been that this was 
information you would not have given to anybody except somebody 
that was a personal friend ? 

Mr. OurpHant. As to whether or not a man was or was not a 
racketeer, that inquiry coming from scores of places T would have 
enswered, 

Mr. DeWixp. Tam sorry. I didn’t quite hear that. 

Mr. Ouinant. As to the answer which I gave Mr. Grunewald, I 
should say that in lots of places where I had been asked it, where I 
knew the people invelved, T would have answered. 

Mr. DeWinp. Well, was this the sort of inquiry that anybody but 
a friend of yours could make and get an answer to, as to whether or 
not a particular tax fraud case was being treated as a racketeer case ¢ 

Mr. Outreuant. As I recall the situation, when we first started out 
on our racketeer program, all correspondence to all outsiders carried 
a large “R” in the corner. During that period, IT would presume 
that anybody that asked about it probably could get an answer. 

Mr. DeWinxp. Well, would you have written a letter to just any 
member of the publie who as sked for information concerning a par- 
ticular case and whether it was a racketeer case or not / 

Mr. Ourruanr. I personally doubt that I would have written a 
letter as to whether a case was a racketeer case. That, of course, is 
as to whether a particular person was a racketeer. 

Mr. DeWinp. Was Mr. Grunewald a man who called vou frequently 
at vour office or saw you frequently at your office ¢ 

Mr. Ourenanr. He would call me frequently at the office. He may 
have been in my office a couple of times. He has been in my home, 
and T have been at his home, lots of times. 

Mr. DeWinp. Well, I was referring for a moment to your office. 
Did he drop in to see you frequently at your office or make telephone 
calls to you at your office ? 

Mr. Ourenant. That is correct. Frequently in the sense that some- 
times he would and sometimes he wouldn't. 
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Mr. DeWinp. Well, would you say that the frequency was such 
that you would hear from him or see him once a week ¢ 

Mr. O.renanr. Sometimes it might be once a week. Sometimes I 
might not see him for a month. 

Mr. DeW rnb. Sometimes more frequently than once a week ¢ 

Mr. Ouipnanr. Sometimes we would have luncheon more than once 
a week, 

Mr. DeWinxp. When Mr. Grunewald would call you or come to 
see you, did he ever discuss cases pending before the Department ¢ 

Mr. Ouiruanr. The extent of his discussing cases before the De- 
partment would be only on the basis of “can so and so see you?” or some 
follow up on an inquiry that had been had, or something minor like 
that—with one exception. 

Mr. DeWinp. You mean the Teitelbaum exception ? 

Mr. Ouienant. No, I do not. 

Mr. DeWinp. What was the other exception ¢ 

Mr. Ourenantr. Hyman Harvey Klein. 

Mr. DeWrxp. Hyman Harvey Klein? 

Mr. Ourenanr. Hyman Harvey Klein. 

Mr. DeWinp. That is another case Mr. Grunewald discussed with 
you? 

Mr. Oureuant. That is another case which Mr. Grunewald dis- 
cussed with me. 

Mr. DeWinpv. Was he officially representing the taxpayers in that 
case, or the taxpayer? 

Mr. Ourenanr. I do not know whether he was officially representing 
the taxpayers. To me he was an accredited representative. 

Mr. DeWrxp. Was that the only tax case that Mr. Grunewald ever 
called you about or came to see you about ? 

Mr. Ourruant. As I recall it, that’s the only tax case of any sub- 
stance which he called me or came to see me about. 

Mr. Byrnes. What do you mean by “any substance”? 

Mr. Orrenant. I mean, Mr. Congressman, that he would call me up 
about: “Can this man get a job?” “Can this man have an appoint- 
ment ?” and soon, and so on. 

Mr. Byrnes. He did not talk to you about any other tax case in any 
detail, no matter how small ? 

Mr. Ovirnantr. He may well have. That would be a very infrequent 
occurrence, 

Mr. Byrnes. But it is possible that he has asked you from time to 
time about other tax cases ¢ 

Mr. Oureuanr. Lam referring to the merits of tax cases, in terms of 
asking me to do something for him. Mr. Grunewald has never asked 
me to do something for him. 

Mr. Byrnes. I am asking about inquiries, no matter what the in- 
quiry is about, whether it is the status of the case, whether it is a 
racketeer case, whether it goes to the merits or does not go to the merits. 
Did he talk to you quite frequently about tax cases ? 

Mr. Ourenant. No, sir. 

Mr. Byrnes. But he has on several occasions? 

Mr. Ourenanr. Teitelbaum, Klein, and maybe one brief reference to 
one other case. 

Mr. Byrnes. What is the other case ¢ 
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Mr. OureHant. Will you pardon me just a moment, Congressman / 

[Upon examining file:] I have a reference somewhere in my tele- 
phone conferences to a request by him for an a con ear ge for me to 
see a Mr. Max Helperin. With respect to that, L ave an entry which 
shows February 7, 1950, telephone call from H. Grunewald re Patullo 
Modes. That is preceded by a telephone call, a call from Mr. 
Grunewald: 

Made an appointment from New York for 11 o'clock tomorrow. Didn't know 
the name of the case. 

This was the call I received on February the 7th. 

Mr. DeWinp. Excuse me. Did you say Mr. Max Helperin ? 

Mr. Outreuanr. Mr. Max Helperin. 

Mr. DeWtinp. How is that spelled ¢ 

Mr. Outenanr. H-e-l-p-e-r-1-n. 

Mr. Grunewald said, “Helperin was up to see you. Can the hearing be trans- 


ferred to Washington and be disposed of?" Protest must be filed by November 9 
in the third district. They should file their protests and ask for advice from 


Washington. - 

Mr. DeWinp. The name of that case was Patullo Modes. 
P-a-t-u-l-l-o? 

Mr. Outenanr. Patullo Modes. P-a-t-u-l-l-o M-o-d-e-s. 

Mr. DeWinp. Well, why was Mr. Gruenwald a man through whom 
other people arranged conferences or appointments with you? 

Mr. Ottenanr. There are lots of ada. in town who would call me 
up and see if I could see Mr. Jones on Mr. X. 

Mr. DeWinp. Well, why would not these people call directly to your 
office and arrange to see you through your secretary or talking to you 
personally : 

Mr. Outrnant. It may be the way I run my office. I can give you 
the ground rules on it. If any Member of Congress calls, I try to make 
the call. As to others, sometimes it is difficult to call me, and I will 
advise you just why that is. Up until a few weeks ago the authority 
with respect to reward claims, which run into the thousands, was in my 
office, and 2 or 3 weeks ago we arranged for a transfer of that call— 
of that work; pardon me—to other parts of the Bureau. There have 
been other cases where particular members of the tax bar have called 
me and asked if I will see Joe Jones, and I will say “Yes”; particularly 
when the party is not known to me. 

Mr. DeWrnp. Well, do I understand you to say, then, that Mr. 
Grunewald was in a position to facilitate people getting to see you / 

Mr. OureHant. Just as many others are, yes, sir. 

Mr. DeWinp. Well, he is not a member of the tax bar, is he? 

Mr. Onienanr. I don’t know whether he is or not. I do not believe 
SO, 

Mr. DeWinv. What business is Mr. Grunewald engaged in? 

Mr. Ouieuant. I understand he is in the investigating business. 

Mr. DeWinp. Let us assume he was engaged in the investigating 
business. Is there any reason why people should look to Mr. Grune- 
wald as a man who could arrange appointments with you and facili- 
tate them getting to see you? 

Mr. Ourenant. I know of no reason why. As I say, I have been a 
friend of Mr. Grunewald’s for a long time, and I have had calls from 
other people in Washington and other places who happen to know 
me and want to arrange an appointment. 
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Mr. DeWinv. Did Mr. Grunewald call you frequently to arrange to 
have people see you ¢ ; 

Mr. Ouipnanr. Relatively infrequently. I would say relatively 
infrequently. 

Mr. DeWrnp. It happened a number of times / 

Mr. OurpHant. I could run down my records. The answer I would 
give you is “Yes.” 

Mr. DeWrnp. No; I didn’t want you to do that. I just wondered 
if you had a recollection that Mr. Grunewald would call you fre- 
quently to make appointments for people to see you. 

Mr. Oureuanr. I have the recollection that he would call me now 
and then for people to see me. I should say it could well be regarded 
as frequently. 

Mr. DeWrnpv. Did I also understand you to say, as to Mr. Grune- 
wald, that he used to call you about getting jobs for people in the 
Department ¢ 

Mr. Ourenant. That is correct, Mr. DeWind. I don’t know 
whether I have said that today. But he also would arrange for me 
to see possible applicants or ask what the chances were for a possible 
applicant to obtain a position in the chief counsel’s office. 

Mr. Byrnes. Could I interrupt here, Mr. Chairman ¢ 

I would like to get a little better understanding of these ground 
rules that you had in your office, Mr. Oliphant. Do I understand 
that the ground rules were that you had to belong to one or the other 
of two groups in order to get to discuss a matter with you’ You 
were either a Member of Congress or you knew one of your friends? 

Mr. Outenant. I did not mean to leave that impression, Congress- 
man Byrnes. People will call wp and say they are a member of the 
bar of such-and-such, and they have such-and-such a case, and I will 
arrange an appointment. Lots of businessmen will call up and say 
they would like to talk to me about their case, and I will arrange an 
appointment. 

Mr. Byrnes. Well, why, if that was the case, then, would they go 
through Mr. Grunewald ? 

Mr. Oviruanr. I couldn't answer that any more than saying that 
it is just like other people that have called up and arranged an ap- 
pointment on any particular matter. 

Mr. Byrnes. In other words, there really wasn’t any excuse for 
them to do so? 

Mr. Ourenanr. As a matter of operations of the size I had, they 
really didn’t have to do that. But that is just my answer. As a mat- 
ter of fact, they didn’t have to do that. 

With respect to applicants, as you probably appreciate, we have 
a great many applicants. 

Mr. Byrnes. Let us stay away from this job operation, the employ- 
ment office you were running for Mr. Grunewald, if that is what it 
was. Let us stay with the tax matters now, people talking about tax 
cases. You said that one of the functions that Mr. Grunewald per- 
formed was to make appointments for these people to see you. Is that 
correct ? 

Mr. OuteHant. That is correct. 

Mr. Byrnes. Now, why would they go through Mr. Grunewald ? 
Is Mr. Grunewald a tax attorney / 

Mr. Ourenanr. I don’t know that he is, sir. 
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Mr. Byrnes. Is he an authority on the operations of the Internal 
Revenue Bureau? 

Mr. Ovrenanr. I would doubt it, sir. 

Mr. Byrnes. Well, why would somebody in tax trouble contact 
Mr. Grunewald on a tax matter? 

Mr. Oureuanr. Well, my answer to that Senator—pardon me— 
Congressman Byrnes. 

Mr. Byrnes. That is all right. We will take a promotion. 

Mr. Ouirnant. My answer on that, Congressman Byrnes, is that 
there are lots of times when friends of mine have called up to see if I 
will see so-and-so on a tax case. 

Mr. Byrnes. Do you have other people that do it as much as Mr, 
Grunewald does ¢ 

Mr. Ourrnuanr. I would think so; ves. 

Mr. Byrnes. Now, when you listed the tax cases that Mr. Grune 
wald had inquired about, you mentioned three specific cases, [ believe. 

Mr. Ovrenant. That is right. 

Mr. Byrnes. And. as I gathered, you were refreshing your memory 
from either your—— 

Mr. Ouvieuanr. Either my memory or from my log. 

Mr. Byrnes. From your log. 

Mr. Ovreuant. From my log or from my memory. 

Mr. Byrnes. Now, can you remember any other cases, tax cases, 
that Mr. Grunewald inquired about ¢ 

Mr. Oureuant. I cannot, sir. 

Mr. Byrnes. Just those three. Are all three of those listed in 
your log? 

Mr. Ottreuant. The answer is * Yes.” 

Mr. Byrnes. So that you are not able to furnish the committee with 
any cases where Mr. Grunewald inquired that do not show up in 
the log / 

Mr. Ouirnanr. | have today referred to his inquiry with respect 
te whether or not Simon and Teitelbaum were racketeers. 

Mr. Byrnes. That is not in your log? 

Mr. Outrruanr. No; that is not in my log. 

Mr. Byrnes. Can you remember any other time when he asked you 
about tax cases at your luncheon meetings, which would not show in 
your log ¢ 

Mr. Oureuanr. Offhand T cannot; no, sir. 

Mr. Byrnes. There might be, though ? 

Mr. Outirnant. T would doubt it very much. 

Mr. Byrnes. Now, I would like to question you a little bit about 
this matter of securing jobs. Did you ever hire anybody on the 
recommendation of Mr. Grunewald ¢ 

Mr. Ourenanr. T hired Herbert Levy, but not on the recommenda- 
tion of Mr. Grunewald. We have a set routine with respect to open 
positions. We have a set routine with respect to open positions, and 
under that we look at the merits. 

Mr. Byrnes. Did Mr. Grunewald inquire of you concerning the 
possibility of placing this man in the Department ¢ 

Mr. Oureuanr. That’s right. He did not; Mr. Levy did. He may 
well have followed that up. 

Mr. Byrnes. I am not too concerned at this time about the names 
of these individuals right now, Mr. Oliphant, but what I am inter- 
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ested in is whether you did hire people on the basis of the contact 
that Mr. Grunewald made with you. 

Mr. Ourrnanr. My answer to that, Mr. Byrnes, is that in one or 
two or three instances I may have. 

Mr. Byrnes. So in one, two, or three instances he was successful 
in finding a job for somebody in your office or in the Department in 
some way, working through you? 

Mr. Ovrenanr. In every case—— 

Mr. Byrnes. Just answer the question. I will let you qualify it. 

Mr. Outenantr. The answer is that the person to whom he referred 
in one or two or three cases may have acquired a job in my office. Let 
me qualify that by saying that my set rule is that we look into the 
qualifications of the applicant, and we also look into our budgetary 
situation to see when we can put appropriate men on. 

Mr. Byrnes. Mr. Grunewald did experience enough success in 
order to encourage him to continue to call you on matters of employ- 
ing people that he might like to see get a job over in the Department ? 

Mr. Ovreuanr. IL would say that his inquiries were limited to three 
or four or five, something like that; I suppose to inquiries where the 
applicant has been able to get a job from other sources, that may well 
run that high and may be less. 

Mr. Kean. When you had these frequent luncheons with Mr. 
Grunewald, on the average of, say, once a week, did you diseuss your 
work with him, and would you mention tax cases you might be inter- 
ested in, even though he wasn’t especially interested in them? Did 
he, through these luncheons, get any special information about these 
cases ¢ 

Mr. Ourpnanr. Not through any inquiry of me, other than I have 
referred to this morning. 

Mr. Kran. You say definitely “No”? 

Mr. Ourpuanr. That’s right. 

Mr. Byrnes. In other words, there was just this one case of the 
information relative to the Teitelbaum and Simon matter, the ques- 
tion of whether they were possibly racketeer cases ¢ 

Mr. Ouirnanr. No; the question was whether they were racketeers. 
The other was what I refreshed my information about here, with re- 
spect to an inquiry from Mr. Helperin on Patullo Modes, and the 
other is the case we discussed in executive session, where it seemed to 
me he was properly representing somebody. 

Mr. DeWrxv. Would you say, then, Mr. Oliphant, that, as a result of 
the cases that Mr. Grunewald called you about, as a result of the ap- 
pointments he made for people, and as a further ressult of the recom- 
mendations he made concerning hiring of lawyers for your office, he 
would be in a position to create the notion among people familiar 
with this that he had influence with your office ? 

Mr. OurreHant. [ would not say that he would. 

Mr. DeWinv. Well, would he not be able—— 

Mr. Outeuant. He could, of course: anybody could who associates 
openly and friendly with a person could create that implication. I 
am saying with respect to the cases that he inquired about other than 
the Patullo Modes case, with which you are familiar and which T had 
forgotten all about, and in view of the answer given is not significant, 
that I don’t know anything he has been successful about. 
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Mr. DeW inp. Well, but couldn't Mr. Grunewald, if he wished to, 
or didn’t he, create among a number of people the impression that, by 
reason of his knowing you, he could arrange appointments and might 
even get people hired for jobs and could freely discuss matters with 
you, so that he was able to create the impression, intentionally or un- 
intentionally, that he had some influence with you in your office / 

Mr. OuieHant. He did not have any influence with me. As to your 
first question, as to whether he could, anybody who does not live as a 
hermit in Washington could create that impression. 

Mr. DeWinp. Well, but this particular individual, who was not a 
tax lawyer or a tax accountant nor otherwise a professional person 
practicing before the Treasury Department, was certainly in a posi- 
tion to say, and a number of people would know it to be true, that he 
could arrange appointments in your office, might even get people jobs 
there, and that sort of thing. That is just a fact, isn’t it ¢ 

Mr. Outenant. That would be correct. He could, yes. 

Mr. DeWinp. How much did you know about Mr. Grunewald? 
Did he ever tell you about his own affairs ? 

Mr. Ourenant. Our discussions with respect to his affairs—you 
mean business affairs? 

Mr. DeWrnv. Yes. You had known him over a period of years, and 
I wondered how familiar you became with his business activities. 

Mr. Ovrenant. I am not familiar with Mr. Grunewald’s business 
activities, 

Mr. DeWinp. Did he never discuss them with you at all? 

Mr. Ourenant. He never discussed his business activities, as I re- 
call, with me. 

Mr. DeWrinp. Now, you say you became a close personal friend of 
this man’s over a period of years, and yet he never told you what he did 
or what his business was ¢ 

Mr. Oxurenant. I cannot recall that he did, other than my gained 
impression that he was an investigator. 

Mr. DeWinp. Did he tell you that ¢ 

Mr. Oureuantr. He may well have; yes. 

Mr. DeWtxp. Well but you never discussed it further? When he 
told you he was an investigator, that didn’t result in any further dis- 
cussion about what kind of an investigator or what sort of cases he 
investigated 7 

Mr. Ouvirnanr. No, sir: most of our conversations revolved around 
family problems and family happenings, and purely social items. 

Mr. DeWinp. I judge from what you say you considered him a com- 
pletely reputable and unobjectionable persons in every way? 

Mr. Ourruantr. That is correct. 

Mr. DeWinp. Does Mr. Grunewald speak with what could be de- 
scribed as a gutteral German accent ? 

Mr. Oviruanr. I don’t believe he speaks with any particular accent. 

Mr. DeWenp. Well, does he have an accent in his speech ? 

Mr. Ouirnanr. That is my statement, Mr. DeWind. 

Mr. DeWinp. He does not have an accent ? 

Mr. Ourriant. As T recall it, he doesn’t have an accent. 

Mr. Byrnes. Well, as you recall? I understood you to say that 
you met him every week almost, one a week for lunch. 

Mr. Ourenanr. That would be my statement, that I would not say 
that he had an accent. 
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Mr. Byrnes. Not of any kind 

Mr. Oxvrenanr. That’s right. 

Mr. DeWinp. Did Mr. Grunewald ever tell you that he had been 
dismissed from the Treasury Department employment ¢ 

Mr. OvipHant. He never did. 

Mr. DeWinp. Did you ever learn of that fact / 

Mr. Ourenant. That’s news to me. 

Mr. DeWinv. Did he ever tell you of an indictment brought against 
him for conspiracy to defraud the United States / 

Mr. Ourenanr. No, sir. 

Mr. DeWinp. Well, I believe it to be a fact that Mr. Grunewald was 
indicted for conspiracy to defraud the United States by falsely issuing 
customs permits and fraudulently removing 295 cases of champagne 
from the customs bonded warehouse in New York City, on which 
charge I believe he was subsequently acquitted, but he was indicted. 

Mr. Ouieuanr. I never have heard of it. Was that supposed to 
be recently ? 

Mr. DeWinp. No; it is not a recent occurrence. 

Mr. Ourenantr. Well, what year was it / 

Mr. DeWrnp. I believe the indictment was brought in 1923, follow- 
ing his dismissal by the Treasury Department. 

He never discussed that background with you 4 

Mr. Ourenant. No; he did not. 

Mr. DeWrnp. Did he ever discuss anything else about his business 
affairs ¢ 

Mr. Ourrnanr. No, sir; not that I recall. 

Mr. DeWinp. Wasn't that an unusual friendship to go on over a 
period of years, and yet you found out nothing about his activities? 

Mr. Oxvirnanr. Well, I don’t know what you would regard as 
unusual. 

Mr. DeWinpv. No; I am asking you whether you would regard it 
as unusual, to know so little about his affairs. 

Mr. Oxutenanr. I didn’t make any particular inquiries about his 
affairs and knew nothing. 

Mr. DeWinp. You were, of course, familiar with Mr. Grunewald’s 
appearance before the Senate District Committee last year ? 

Mr. Ourenanr. That’s correct. 

Mr. DeWunp. Did he ever discuss that with you ? 

Mr. Oureuant. He only discussed that in these terms: That he was 
threatened with a citation for contempt because his lawyer would not 
let him answer such questions as “Where did you go to school”? and 
things like that. 

Mr. DeWrnp. You say his lawyer would not let him answer the 
questions, he said ? 

Mr. Ourenant. That was what he told me. 

Mr. DeWinp. Well, did he express any views to you concerning 
that situation, where he was asked questions by a congressional com- 
mittee and his lawyer advised him not to answer ? 

Mr. Ovitenant. No; he never discussed it with me other than just 
to tell me that that was what his lawyer had told him. 

Mr. DeWrnp. I think you said, Mr. Oliphant, that in connection 
with the Teitelbaum case, your luncheon with Mr. Grunewald took 
place on July 23. Isthat right? Of this year? 

Mr. Ovrenant. That is correct. 
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Mr. DeWinv. Immediately after that lunch, you inquired about 
the cases from Mr. Schwartz in your office ¢ 

Mr. Ovirnanr. That is correct. 

Mr. DeWixp. And then called back Mr. Grunewald and gave him 
the information / 

Mr. Ourrnanr. Mr. Schwartz then advised me that the cases were 
ticketed as racketeer: he did not think—-and he also told me that the 
cases probably would go back to Chicago. 

Mr. DeWixp. You say he thought the cases would go back to 
Chicago ¢ 

Mr. Outenanr. Would go back to Chicago for reconsideration 
rather than going on tothe Department of Justice. 

Mr. DeWixp. That was on July 23. And you transmitted that 
information, did you, to Mr. Grunewald ¢ 

Mr. Ourenanr. That is correct, sir. 

Mr. DeWinp. By telephone, I assume, in the afternoon ? 

Mr. Otreuanr. That’s correct, sir. I transmitted the information 
only with respect to the fact that they probably would not be regarded 
as racketeer. 

Mr. DeWixpv. Then after that, on July 25, vou inquired of Mr. 
Schwartz concerning the cases ¢ 

Mr. Ovteuanr. That's correct. Lasked him to put them on my desk. 

Mr. DeWinp. At that time, did Mr. Schwartz tell you that in fact 
he had mailed the files back to Chicago ¢ 

Mr. Ourenan. 1 don’t independently remember that, but he may 
well have. There has been instance after instance where I have called 
for files, and files have appeared, on all kinds of cases. Where it 
came from, | don’t know. 

Mr. DeWinp. Why did you decide 2 days later, after you had been 
advised there was not a sufficient case for prosecution, vet the case 
was sent back for further study, to call the files back ¢ 

Mr. Ouirnant. As Ihave said, I have racked my memory onthat. I 
wanted to see the files. They were received in my office on the 25th. 
I didn’t get a chance to see the files because of other work. And 
when Mr. Campbell came back, I gave him these files, and the notation 
on my record is “C. O. to E. R. C. per conversation.” 

Mr. DeWtxp. Well, what I was trying to get at was the reason why 
2 days after Mr. Schwartz had advised you that the cases had been 
sent back to Chicago for further development, you decided to call the 
files back. Can you remember why you did that ? 

Mr. Ourrnanr. I do not, sir. 1 called many files back from many 
parts of the office, civil files, penal files, reorganization files, and other 
files. I called for the files. 

Mr. Byrnes. Well, when you do that, you have a reason for it? 

Mr. Ourrnantr. I must have a reason for it; yes. I wanted to look 
at the file. 

Mr. DeWtnxp. Well, on July 25, didn’t Mr. Schwartz tell vou all 
about the cases, how he had considered them and decided to send them 
back to Chicago ¢ 

Mr. Ourenanr. I don’t recall. If Mr. Schwartz has so testified, I 
certainly believe it. As I recall it, I asked Mr. Schwartz to get the 
files and put them on my desk; that I wanted to look at them. 

Mr. DeWtnxp. But you do not recall the reason why you did that or 
the reason why after Mr. Schwartz told you all about the case and 
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decided it should go back to Chicago, you decided it should not 
go back? 

Mr. Oureuanr. I don’t say I had decided it should not go back. 
I said I called for the files to look at them. I did not have an op- 
portunity in those few days to look at them. I had other pressing 
work, and I handed them to Mr. Campbell. 

Mr. DeWrnp. At the time you handed them back to Mr. Campbell, 
you knew, did you not, that the cases would not go back to Chicago 
but would be considered for prosecution ¢ 

Mr. Ouiruanr. [may well have. 

Mr. DeWinxp. Mr. Schwartz certainly testified directly that he con- 
sidered that after you had spoken to him, his idea in sending it back 
to Chicago had been countermanded. 

Mr. Oviruanr. When? 

Mr. DeWinxp. When Mr. Schwartz testified that he considered your 
action as an instruction to him to retain the case for prosecution and 
not send it back to the field for further development. 

Mr. Outreuant. I don't know about that part of what Mr. Schwartz 
may have said. AIL T know is just what I have said, that I wanted 
to look at the file, just like I have looked at thousands of others. 

Mr. DeWinv. All Tam saying is this. that I gather vou are in sub- 
stantial agreement that when the cases were handed back to Mr. 
Campbell, they were then to go forward for prosecution. 

Mr. OureHant. Lam not in agreement with anything. Iam merely 
stating the situation. 

Mr. DeWiNpb. You have testified that some 2 weeks ago, Mr. Grune- 
wald came to see you and asked you not to mention his inquiry con- 
cerning the Teitelbaum case. Tlow did that come about? Did he 
come to your home ¢ 

Mr. Ovienantr. He stopped by my home. That's correct. 

Mr. DeWinp. Was that in the evening? 

Mr. Ouirenanr. That's correct. 

Mr. DeWinv.- Did he tell vou that he was coming, or did he just 
come in? 

Mr. Ourpnantr. He called up and said he was coming by. 

Mr. DeWinxp. Well, when he asked vou not to mention that he had 
inquired about the Teitelbaum case, did he give any reason for mak- 
ing that request of vou ‘ 

Mr. Ourpuanr. No: he didn’t. 

Mr. DeWinp. I believe you have previously said that you told him 
that you would not agree to that request. 

Mr. Outen ant. That is correct. 

Mr. DeWixp. Well. what did you say to him about it when he 
made the request 

Mr. Ourenanr. All [said was that “If they ask me about it under 
oath, I certainly would tell the truth.” 

Mr. DeWinp. Was that the full extent of the conversation / 

Mr. Onvrenanr. That was just about it, on that particular point. 

Mr. Kran. Was that date when Mr. Grunewald made that re- 
quest to you before the hearing here in public in which the Teitel- 
baum matter was brought up? 

Mr. Ouipnanr. That was the night of the day before I resigned. 
And I, later in the afternoon— 
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Mr. Kean. That was in the afternoon, therefore, of the day in 
which the Teitelbaum matter had been considered by this committee 
here in open session. 

Mr. Oureuant. Well, now, let me see if I can check it back. The 
thing that bothered me was this reference to a ring or something 
of high Government officials being in some sort of a shake-down 
business. That was Mr. Teitelbaum’s testimony—at the same time 
that I appeared before you, I believe, in executive session. So it 
would be the night before that. 

Mr. Kran. I still do not get that clearly. 

Mr. Ourenant. I beg your pardon ? 

Mr. Kean. I still don’t get that clearly. Was the night he came 
to see s before Mr. Teitelbaum appeared here? Or was it the night 
that Mr. Teitelbaum did appear here ? 

Mr. Ouirnanr. It had to be the night that Mr. Teitelbaum made 
this charge. 

Mr. Kean. He had already made his testimony when Mr. Grune- 
wald came to see you? 

Mr. Ourenanr. That’s right. 

Mr. Kean. That is what I wanted to clear up. 

Mr. DeWinp. After you appeared in executive session before the 
committee, Mr. Oliphant, did you see Mr. Grunewald again? 

Mr. Ouieuant. I had a telephone call from Mr. Grunewald. 

Mr. DeWinp. Did he inquire as to what had gone on in the execu- 
tive session ? 

Mr. Ourenanr. He did. 

Mr. DeWinp. “2 you tell him? 

Mr. Oureuant. I did. 1 told him as to what I recall I had said. 
I had said this, and I had said that. I also advised him, as I promise«l 
the staff of the committee, that the committee was looking for him. 

Mr. Byrnrs. I did not hear the last part of that answer. You 
told him what about the committee staff? That they were looking 


for him? 

Mr. Ourpuanr. That’s right. 

Mr. DeWinp. What day was that, Mr. Oliphant? 

Mr. Ourenant. That was the day after the executive sessions, o! 
course, 

Mr. DeWinp. The executive session was Wednesday, December 
5, 1951. So then you told him that the staff was looking for him on 
December 6, 1951. Is that correct ? 

Mr. Oureuant. That’s right. I had been asked by this committee, 
if he got in touch with me, to advise him that the committee wanted 
to see him. He then asked me what went on, and I told him the best 
I could remember as to what was said at the executive session. 

Mr. DeWrnp. Now, where was he when he called you about this’ 

Mr. Ourenanr. I don’t really know. He just said he was calling. 
Oh, you mean when he called me? 

Mr. DeWinp. Yes. 

Mr. Ovieuant. I don’t know where he called me from. 

Mr. DeWinp. What time of day was it when he called ? 

Mr. Oureuant. That I believe was sometime in the afternoon. 

Mr. DeWinp. Did he say at that time that he was sick ? 

Mr. Ourenantr. No; he didn’t. 
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Mr. DeWinp. He didn’t indicate to you in any way that he was not 
well when he made that call on Thursday afternoon ? 

Mr. Oureuanr. No; he didn’t. 

Mr. DeWinv. Well, he entered the hospital, Georgetown Hospital, 
at 10 o’clock that evening. But he did not mention to you that he 
was unwell in any way? 

Mr. Ouienanr. The answer to your question is “No.” I want to 
state this, that Mr. Grunewald has stomach trouble and has an ice 
pack that he uses for it often. The answer to your question is that 
he did not at that time say he was sick ; no. 

Mr. DeWinp. Yes. We subsequently got a medical report from 
Public Health doctors concerning him. 

Mr. Byrnes. I want to go back just a bit, Mr. Oliphant, to the dis- 
closure of this information about how the Teitelbaum cases were 
classified, namely, whether they were in the racketeer category or not 
in the racketeer category. Do I understand you to testify now that 
that question was not restricted information in the Department / 

Mr. Oureuant. My answer, Mr. Byrnes, is that for a period of the 
time that we started in on the racketeer investigation, which you 
gentlemen, of course, recall, we had a period of setting up on the 
administrative side just how we would handle these types of cases. 
It turned out that for a while the big black “R” appeared on the 
correspondence going out of the Department to a bank or to anybody 
else. 

Mr. BYRNeEs. Were they going to people who would treat that infor- 
mation as confidential, or not? Now,a bank necessarily would, would 
it not, so treat inquiries from the Department? In fact, are they not 
obligated to treat them as confidential ? 

Mr. Ovienanr. Well, let’s say to a store where a man may have 
bought something or anywhere that an inquiry might go by a special 
agent or a revenue agent working on the ease. As I say, that gave 
us great concern. Included in that great concern, of course, was that 
we not charge somebody with being a racketeer when they were not 
such. We had some instances of that. 

Mr. Byrnes. You mean this *R” would be stamped on the original 
letter as well as the copy of the letter? 

Mr. Ouipnanr. That is correct, a verv large “R.” 

Mr. Byrnes. Was it common knowledge as to what that “R” stood 
for? 

Mr. Ourenant. 1 would think it probably was. 

Mr. Byrnes. But you do not know whether it was or not ? 

Mr. Ortenanr. No. That is just my guess. 

Mr. Byrnes. All right. When did you discontinue stamping an 
“R” on your letters? 

Mr. Outenant. That I do not recall. I know we had been strug- 
gling with the question, oh, in April. Well, let me say this: we had 
been struggling with the problem following hearings before a con- 
gressional committee. 

Mr. Byrnes. Well, was it discontinued before or after July 23d? 

Mr. Ovrenanr. That I do not know, sir. 

Mr. Byrnes. Well, now, this committee, in the spring or late winter, 
was discussing this subject of racketeers with the people in the Bureau, 
were we not? 
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Mr. Ouirenant. That is correct. 

Mr. Byrnes. If 1 recall correctly, you were up on those conferences 
that we had with Mr. Schoeneman and other people in the Bureau. 

Mr. Outenant. That is correct. 

Mr. Byrnes. Do you remember furnishing this committee with a 
list of racketeers / 

Mr. Ourenanr. I didn’t do so. I think the list was furnished, 
though. 

Mr. Byrnes. You are acquainted with that list 

Mr. Ourenantr. You will recall the list was from various sources, 
various names, and the problem I am acquainted with was the fact 
that lists were furnished to this conunittee, yes. 

Mr. Byrnes. And that was furnished in the spring sometime ‘ 

Mr. Ouvtrnanr. As I recall, it must have been in the spring, ves. 

Mr. Byrnes. Do you recall if that list was classified as strictly con- 
fidential, and that no references to it even went into the conmittee 
minutes, that is, as to any names on that list / 

Mr. Ouinuanr. 1 expect it would be so described. Because all 
material that we sent up, we sent up under the so-called secrecy pro- 
visions of section 55. We have no alternative. 

Mr. Byrnes. You mean it is your practice to send matters up here 
to a congressional committee under a secrecy provision, but the same 
information can be passed out to friends / 

Mr. Ourruanr. No. No. we were following the set pattern as to 
the list, the pattern that is also followed when we send information 
to the committee. 

Mr. Byrnes. You mean it is just a pattern down in the Department, 
so that when you send something to the congressional conumittee it 
should be sent under the cloak of classified and strictly confidential 
material ¢ 

Mr. Outrnanr. May T have a repeat on the question, please 

(The reporter read the pending question.) 

Mr. Ourruantr. If you mean by your question, Mr. Congressman, 
that we have two methods of de aling. one with the public and one with 
the committee, that is not correct. 

Mr. Byrnes. Well, I do not want to make any inferences at all. I 
want to find out what the fact is here. And I recall very definitely, 
as a member of this subcommittee, having presented by the Depart- 
ment a list of racketeers, and the members of this subcommittee being 
cautioned that this was ultra secret and was classified as secret and 
confidential information. And asa result of that. even in the minutes 
of subcommittee meetings or any transcripts that were made, reference 
to any of the names on the list did not go in. ‘They were referred to 
by symbols or something else to preserve that secrecy. 

Now, do you mean that that really was not necessary 4 

Mr. Ourrnanr. The only reply that I gave to Mr. Grunewald was 
that these men would probably not be classified as racketeers. 

Mr. Byrnes. First, let us stay with this matter of how this informa- 
tion Was sent to the committee. You mean that it was not necessary 
really to have sent this information to the committee under the cloak 
of secret and confidential information / 

Mr. Ourpuanr. Well, of course not. Because. you see, vou could 
call for it anyway. 
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Mr. Byrnes. But we could not necessarily disclose it, conld we, to 
a friend or anybody else ¢ 

Mr. Ouiruanr. That would presumably be so; yes. 

Mr. Byrnes. Now, do you think that was necessary, that it be seni 
up to us with a restriction that we could not disclose any of that 
information’ Was that a proper classification / 

Mr. Ourenanr. That the Bureau felt that we should not disclose the 
name of any person who was on that list as a racketeer, 

Mr. Byrnes. You think that wasa proper classification at the time 4 

Mr. Ourpnanr. Of course it was a proper classification. 

Mr. Byrnes. All right. Why was the situation different on July 
23 when you found it permissible to advise Mr. Grunewald as (to 
whether or not a particular case would be on that list 4 

Mr. OxvieHanr. I did not refer to any list. 

Mr. Byrnes. That would be under that classificatign, then / 

Mr. Ourenanr. All I advised Mr. Grunewald was that these people 
would probably not be racketeers: not that they were. 

Mr. Byrnes. If they had been racketeers, under the racketeer clas- 
sification, would you have advised him ¢ 

Mr. Ourrewanr. I don’t know. 1 don’t believe I would. 

Mr. Byrnes. What would you have told him, then ? 

Mr. Ourrnanr. I would more or less have stalled the question off, 
saying, “Well, maybe I will look it up and see sometime. 1 don’t know 
whether I can get that information.” 

Mr. Byrnes. You just would not have furnished him the infor- 
mation: is that it? 

Mr. OuipHanr. That's correct. 

Mr. Byrnes. Do you suppose Mr. Grunewald would have the feeling 
that that is what you would do? 

Mr. Ouirnanr. I really don’t know what I supposed. That could 
be one of the supposit ions, certainly. 

Mr. Byrnes. Then it would be very easy for him to deduce, would 
it not, that if you told him nothing the fellow was probably on the 
racketeer list, and if you told him that he was not, then he just was not. 

Mr. Ourrenanr. Well, as I say, the racketeer list, as such, was not 
referred to as a list. The only question was: Is he regarded as a 
racketeer ¢ 

Mr. Byrnes. Of course, if you advised him that they probably would 
not be in the category of racketeers, that did not mean that they neces- 
sarily would not be, did it? 

Mr. Ouipuantr. That is right. 

Mr. Byrnes. So that they still could be classified as racketeers? Is 
that right ¢ 

Mr. Ouirnanr. I would assume so; yes. 

Mr. Byrnes. By your answer, did you mean that the matter was 
still under consideration / 

Mr. Ourenanr. This to me was a casual inquiry, and the answer to 
it was that they probably would not be sags a as racketeers. Does 
that answer your question, Mr. Byrnes / 

Mr. Byrnes. IT understand what you told him. What I am trying 
to get at is how a fellow like Mr. Grunewald can get information as 
to who is or who is not, at least, on a racketeer list, when the Members 
of Congress are told that this is ultra, ultra secret as to who is and who 
isnot on it. That is my big difficulty, Mr. Oliphant. 
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Mr. Ouienant. The lists furnished you, of course, are those of 
racketeers. 

Mr. Byrnes. Those who were classified on the list. 

Mr. Ourenmant. Racketeers; that is correct. 

Mr. Byrnes. It is pretty easy to find out, then, who is not on the 
list, is it not ? 

Mr. Ourenant. Thinking backward, it certainly would be. 

Mr. DeWinp. I suppose the point, Mr. Oliphant, is that if you are 
asked to answer a question as to who is not on the list, you are of the 
view that you may answer; but if you are asked if a name is on the 
list, and you refuse to answer, obviously, you are in the position of 
disclosing whether he is or is not on the list, whichever way it is? 

Mr. Oureuantr. That would be mere supposition. 

Mr. DeWtnp. Mr. Oliphant, in view of the testimony that has been 
given here concerning the handling of the Teitelbaum case and the 
charge that wa’ raised that it had been expedited for prosecution by 
interference from the outside, is there anything further you wish to 
state? 

Mr. Ourenanr. I didn’t get your question. 

Mr. DeWrnp. In view of the charge that was raised that the case 
was expedited for prosecution by outside interference—— 

Mr. Outen ant. Outside interference ? 

Mr. DeWinp. That was the charge that was made—that the case 
was expedited for prosecution because of interference from the out- 
side. Fn view of what happened after Mr. Grunewald called you 


ahont the case, is there any explanation or statement of reason you 
would like to give concerning your reasons for pulling the case back 


from the transmittal to Chicago? 

Mr. Ourenant. I never heard of the two names until Mr. Grune- 
wald made the casual inquiry. 

Mr. DeWinp. You cannot recall any specific reason why thereafter 
you countermanded Mr. Schwartz’ memorandum sending it back to 
Chicago and sending it on for prosecution?. You cannot recall why 
that was done? 

Mr. Oxureuant. I have no recollection as to why that was done. 

Mr. DeWinp. I beg your pardon? 

Mr. Ourenant. I have no explanation as to why that was done, 
except what I said, that I wanted to see the case; with the work on my 
desk T didn’t get an opportunity to handle the case, and I handed it 
to Riley Campbell. 

Mr. DeWenxn. Mr. Chairman, those are all the questions I have on 
this particular phase of the inquiry. 

Chairman Kine. The committee will be in recess for 10 minutes. 

(A short recess was taken.) 

Chairman King, The committee will be inorder. You may proceed. 

Mr. Byrnes. Mr. Chairman, in order to clarify the record in the 
matter of the confidential nature of the cases on the racketeer list, I 
would like to refer to the meeting of the subcommittee on March 20, 
1951, in which the record shows that among those present. at this ses- 
sion was Mr. Charles Oliphant, chief counsel for the Bureau of In- 
ternal Revenue. At that time a letter was presented to the committee 
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by Mr. Schoeneman, the then Commissioner. I will read one para- 
graph from this letter: 

Much of the information which would of necessity have to be disclosed such 
appearance is of a highly confidential nature. Accordingly and in harmony with 
restrictions set out in section 55 (d) (1) (a) of the Internal Revenue Code 
relating to the furnishing to your committee of data shown on tax returns, the 
appearance would have to be made while the committee is sitting in executive 
session. 

On page 39 of the transcript of the proceeding of the committee on 
that day, you as chairman said as follows, and this was addressed to 
Mr. Schoeneman : 

Would you care to proceed now with that phase you consider highly con- 
fidential? 

Mr. SCHOENEMAN. We have prepared to turn over to your committee a list of 
the so-called racketeer cases. Now, us I understand, some of these cases or a 
great many of them are under active investigation, and I would consider that 
particular category of a highly confidential nature. 

Chairman King. You mean by your reference in the letter to highly confidential 
matters these records % 

Mr. ScHOENEMAN. This particular list of cases, 

Mr. DeWinp. Mr. Oliphant, the committee has received testimony 
here concerning the Washington Beef & Provision tax-fraud case 
which, as you probably know, is a tax-fraud case involving in excess 
of $200,000 of tax deficiencies. That case was never prosecuted. 
There has been testimony here by attorneys of both the Bureau of 
Internal Revenue and the Justice Department that at the outset the 
years 1942, 1943, and 1944 were involved, and it was a very strong case 
for prosec ution. Yet the case was not prosecuted. Have you any 
statement in explanation of the failure of the Bureau of Internal 
Revenue to prosecute that case ? 

Mr. Ourenanr. I could only make a statement with respect to the 
Bureau of Internal Revenue. The reference you have to Washing- 
ton Beef & Provision Co., I think, also includes Witt & Co., and Witt 
& Co. is for fiscal years 1944 and 1945. The objective of your ques- 
tioning, I am sure, runs to my action in all of these matters. 

As you know, in the handling of tax-fraud cases we will have a 
series of years and a series of years in which the principal is the same 
although the taxpayer for the record is different. That is the situa- 
tion in this case. 

With respect to the Washington Beef & Provision Co., could I as- 
sume your inquiry runs first as to the year 1942¢ Tam trying to make 
this just as brief as possible. 

As to 1942, I saw with Mr. Schoeneman a copy of a letter from 
Congressman Morrison which was dated, I believe, April 16, and was 
actually sent to us on April 25, There was some point made of the 
fact at that time that the issue we were dealing with—that is, whether 
there had been a promise of immunity so th: at we could not prosecute 
any of these taxpayers—was one of discussion back and forth in our 
shop—pardon me; in the chief counsel’s office—with respect to taking 
depositions from a man named Simpson who had been employed by 
the Bureau and had left the Bureau’s employment to go with Mr. 
Danzansky, who represented the taxpayer. 

I can recall a conference in which they were taking a statement 
from Mr. Simpson and I walked in. I say we had diseussed whether 
we would take his statement. I walked in and asked if the statement 
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was being taken under oath. The obvious purpose of that was to be 
sure that we had a correct statement from this former employee of 
ours who was then working for the taxpayer. 

You will find in the record of the telephone calls that were given 
to you a series of conversations. All of those conversations up to 
10:40 in the morning were in my office, and a conference was held 
by Mr. Leming and Mr. Campbell and Mr. Uhler. [called the Com 
missioner on several matters, and one was this conference which T had 
promised Congressman Morrison. I do not recall the cireumstance 
under which the promise was made. 

I would suggest—and this is pure conjecture—that when this ad, 
vance copy came in to the Commissioner's office the Commissioner 
just turned it over to me and sent it upstairs. In any event, in my 
conversations with the Commissioner on other events I also referred 
to the promise that I had made to give Mr. Morrison a conference, 
that he would not be back until September. The critical date here 
was that the statute would run, I believe, the next day or the day 
after; that is, | am talking now about telephone conversations on 
August 29, 1949. 

I told Mr. Schoeneman the predicament [ was in, particularly since 
Congressman Morrison had pressed the case with me. and he sug- 
gested T call him and tell him we would have to go ahead on the year 
1942 on Washington Beef. 

I want to say this, if Tam not too technical, we had previously rec 
ommended as to all of these companies—a complaint had been filed 
rather than appearing before a grand jury, and the grand jury was 
due to expire either the next day or the day after that. Following Mr. 
Schoeneman’s suggestion, I called his office and found that the Con 
gressman was in Louisiana. My log shows that I went to the Com- 
missioner’s office, | believe, about—that T was not out of my office, that 
I went to the Commissioner's office, | believe, about 11:20 or 10:40 or 
something like that. While IT was with the Commissioner, as I recall 
it, Congressman Morrison called me, and I told him that we would 
have to proceed. He reminded me in strong terms of my promise to 
him, that nothing would be done on the case until he had a conference 
with me in September, the date beyond which the grand jury would 
expire. 

I then told him something as follows. This was after Congress- 
man Morrison had ealled me from Florida and the call had been 
transferred to the Commissioner's office. T explained it would result 
in losing the year 1942, since he had told me he could not be back 
before September 10 after the grand jury would have been dismissed, 
and it would not be necessarily justified, that T would be glad to hold 
the ease. I then so advised Mr. Uhler, which explains the attached 
letter. 

Mr. DeWinp. Mr. Oliphant. I do not want to interrupt you, but 
I think all or most of these facts have been put in the record. The 
question seems to me to boil down to this: Here is a case which was 
prepared for prosecution; it was agreed by all it was a strong case 
for prosecution with the 3 years involved; and it was never prosecuted. 
Now, was it not your sworn duty to see that this case was prosecuted 

Mr. Onipnant. Mr. DeWind, the only way I can do is to proceed 
with my recollection. I will try to answer your question just that 
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way, if that was vour question, whether it was my sworn duty to pros- 
ecute. It is not my sworn duty to prosecute every case. 

Mr. DeWixp. Well, every case that should be prosecuted. 

Mr. Oureuanr. That should be prosecuted. 

Mr. DeWinp. Was this a case that should not have been prosecuted ¢ 

Mr. Ourpuanr. The whole point to this case is—and this is my rec- 
ollection—that we knew that we had a case for prosecution against 
Witt & Co. Let us pass the vear 1942, since you want me to proceed 
rapidly—I42 on Washington Beef & Provision Co. You will find 
that as to 1943 and 1944 a letter had been prepared in the regular 
course, after a lot of interoflice work, which stated that we thought 
there had been no promise of immunity and that we were recommend 
ing again as to 1943 and 1944 and again as to Witt & Co. The letter 
was, as | understand it, written a couple of times. It shows the weak- 
ness of any criminal action with respect to the Washington Beef & 
Provision Co. 

The letter reached my office on October 8. 1 sent it on to Mr. 
Caudle, as TP reeall it. on March 14. with a note for him to eall me. 
The delay between October 8 and March 14 1 will not go into. 

In my conversation with Mr. Caudle T was referring to the Wash- 
ington Beef & Provision Co.: and in line with what was in the letter 
I said, “I don’t care if you let 1943 or 1944°—there should be read 
into the record—and you say it is all a part of the record—my con- 
versations with Mr. Caudle on two occasions. In any event, the 
reasons that we gave in our recommendation to the Department of 
Justice was that the case we had was against Witt & Co. In Witt & 
bar we had spec ific re ports of undisclosed sales. 

As IT understand the situation, the Department of Justice did not 
proc eed on March 4—I should say this, Lam not criticizing anybody ; 
we have lots of times come right down to the deadline: and we can 
get a quick indictment or get a complaint filed, so that what I had 
told Mr. Caudle gvith respect to the vears of the Washington Beef & 
Provision Co. for 1945 and 1944 had no application with respect to 
the solid case T understood we had against Witt & Co. The statute 
of limitations with respect to Witt & Co. did not run until May 16. 

In the meantime, we received a letter from the Department of Jus- 
tice advising as | ree: all it. that is a matter of trial procedure the 
question of promise of immunity. and IT believe that it was then only 
a l-year case, and items ef that sort would preclude prosec ution, and 
the cuses were therefore returne ul. 

I should say, too, that the question we sent over was really on Witt 
& Co.. whether for 1 vear, 2 vears, > vears, or ! vears. 

I believe that IT should also add that T later in the month of May 
received a call from Mr. Simpson, who was then in the private prac- 
tice of law and who had theretofore declined to sign or swear to the 
statement he had given us. He ealled me and said that something 
had come up and he wanted to sign and swear to his statement. 1 
called Mr. Uhler. of my office, and told him that Mr, Simpson wanted 
to do that. 

Mr. DeWixp. You started out with the case that had 1942, 1945, 
and 1944. You were advised by the Department of Justice that the 
lawyer handling the case considered it would be ruined if 1942 was 
allowed to default. 
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Mr. Ouienant. I was advised by one of the lawyers working in the 
Department of Justice. 

Mr. DeWinp. The lawyer working on the case considered the case 
would be ruined if 1942 were allowed to drop. Now, starting from 
that point where everybody was agreed that there was a strong case 
for those years until they ‘finally wound up that the case was never 
prosec uted, a clear case of major tax fraud that everybody was 
agreed should be sweaneaiad was never prosecuted. I wanted to see 
if we could get a reason or explanation for that. As I see it, the 
first year was allowed to close because the Congressman had asked 
for a conference. 

Mr. Outenanr. Let me interrupt you, Mr. DeWind, and say that 
I do not believe the year 1942 was closed because of a conference 
with a Congressman. You will note in my telephone conversation 
of September 29 

Mr. DeWinp. You mean August 29. 

Mr. Oureuant. Pardon me: August 29—that I was discussing a 
case with Turner Smith at 12: 30 in the morning. 


This is Oliphant. This is Washington Beef & Provision Co. : 
My situation is this. Congressman Morrison saw the Commissioner and me 
and has promised him a conference on the thing. 


That was the question as to whether there was a promise of im- 
munity. 

I called him this morning, but he had gone to Louisiana. He called back and 
reminded me of my promise, and he would not be back until the 17th. Maybe 
on that basis the 1942 year will be gone; I do not know. Someone said some- 
thing about continuing the grand jury. I made the promise, the Congressman 
a promise. I can’t go back on that. 

SmirH. There are a lot of angles to that case. We don’t know the case. 

OLIPHANT. We have sworn statements from everyone denying the allegation. 

Smiru. McLean thinks if we lose 142 it will ruin the case as to Witt. Ac- 
cording to this calculation we have Washington Beef & Provision down to a 
minimum but you have that commitment and I don’t see what we can do. So 
that there won't be any criticism IT will write you a letter. 

OLIPHANT. ©. K. I will take whatever steps I can to hold it open. 

Mr. DeWinp. Now, Mr. Oliphant, is that not an exception to your 
sworn duty to prosecute cases that should be prosecuted, that you 
do not have to do it if you promised a conference ? 

Mr. Ourenanr. T said, Mr. DeWind, that in my opinion it was not 
my single responsibility to prosecute any given case. If I thought the 
evidence did not warrant it or, if as in lots df cases we have where a 
case starts out with a special agent, say for the year 1946, he will pick 
up 1945, 1944, and earlier years with whatever information he has 
as to those years. He will also work 1947, 1948, and 1949. He may 
have as many as several years before him on a given case. Knowing 
of the statute of limitations, he may well let a good year go in order 
to build the best possible case for prosecution, 

Under the system we now have, and I accentuate that “now”, that 
is also true with respect to the lawyers in the Penal Division and it is 
also true with respect to the Department of Justice. 

Mr. DeWinp. Are you saying, Mr. Oliphant, that the reason 1942 
was allowed to drop here was so you could strengthen the case? 

Mr. Ourenanr. I am not suggesting that at all, sir. You suggested 
that I had violated a sworn duty if T had let a vear go by—TI am 
advising you that the case we had here was against Witt & Co. and I 
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think that is shown in the letter that went to the Department of Jus- 

tice. I am talking of course only about criminal liability. As you 

gentlemen know, we still get the civil liability and appropriate 
nalty. 

Mr. DeWinp. Letting the year 1942 go did not strengthen your 
case? In fact, it weakened your case. 

Mr. Outenant. That is your conclusion, sir. 

Mr. DeWrxp. Was that not your opinion, too, that it certainly did 
not strengthen the case? 

Mr. Oxrenant. It could be my opinion that it strengthened the case. 

Mr. DeWrixp. To let 1942 go would strengthen your case? 

Mr. Ourenanr. T didn’t say that. It would not be my opinion that 
letting the vear 1942 go would strengthen the case. 

Mr. DeWrxp. The reason for letting it go was not a reason con- 
cerning the efficient operation of the Bureau of Internal Revenue and 
the proper presentation of the case? 

Mr. Ovrruant. Your second question as to whether it would weaken 
the case—— 

Mr. DeWinxpv. Have you not been advised by everybody concerned 
that to let 1942 go would weaken the case? 

Mr. Oureuant. Beg pardon? 

Mr. DeWrnxpv. Have you not been advised by everybody concerned 
that to let 1942 go would weaken the case ? 

Mr. Ourrnantr. That is not necessarily my recollection. I will state 
what my recollection was. 

Mr. DeWinp. Was not the only reason that 1942 was not prosecuted 
because you had promised a conference to the Congressman ? 

Mr. Oureuanr. T cannot say that. It is my recollection in connec- 
tion with the discussion of the cases—and I am imputing nothing to 
anybody who worked on it— it is my impression that we would be all 
right as to 142 or at least letting 1942 go didn’t let go of the big case 
we had on Witt & Co. where we had the actual proof that we knew 
would make a case. 

Mr. DeWinp. Mr. Oliphant, there is a memorandum in the file 
from you which says: 

Later Congressman Morrison called from Louisiana and reminded me of my 
promise to him. Texpluined it would result in our losing the year 1942. 

Now you had a conversation with Mr. Smith in which he said that 
McLean, the lawyer handling the case, thinks we would lose the case 
as to Witt, “According to his calculation we have Washington down 
to a minimum but if you have that commitment I don’t see what we 
can do.” 

Mr. Oureuanr. What T can do is read from the paragraph of the 
memorandum which I addressed to Mr. Uhler as to the latter— 

Liter Congressman Morrison called from Louisiana and reminded me of my 
promise to him. I explained that it would result in our losing the year 1942. 
He told me he could not be back before September 10 after the grand jury would 
have been dismissed and it would not be necessarily justified, that I would be 
glad to hold the case. 

The words in there are “not necessarily justified.” My point is that 
the taxpayer we knew we had the case on was Witt & Co. 

Mr. DeWrixp. What you are saying is that it would not necessarily 
be justified to let 1942 go past. As a matter of fact, that very day had 
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not the Commissioner asked you if you did not think you ought to 
go through with the case and just to call Mr. Morrison’s assistant and 
tell him the situation that you must go forward with the case / 

Mr. Ourrenantr. That is correct. 

Mr. DeWinp. That is not what you did. 

Mr. Oureuanr. That is correct. 

Mr. DeWinp. Then I am at a loss, Mr. Oliphant, to know why or 
how you would explain that the interests of the Government were 
taken care of in that case in accordance with your sworn duty. 

Mr. Onienanr. My recollection is the same, in giving up a year on 
this case was not hurting the case of the taxpayer, that we knew we 
would get by way of Witt & Co. Now that is my recollection. 

Mr. DeWinv. But at that very time you knew it was the stated opin- 
ion Of the lawyer in charge of the case in the Department of Justice 
that it would ruin the case. So what interest of the Government was 
being served by letting LY4z go by : 

Mr. Ourrnanr. You are referring to an expression of an attorney 
in the Department of Justice. T would not necessarily coneur with 
that opinion. 

Mr. Byrnes. It certainly did not help the case, did it? 

Mr. Oureuanr. The answer to that. of course, is “Now” But I 
should point out again, as I recall it, our reliance was on the Witt & 
(‘o. case where we really had the pre wot. 

Mr. Byrnes. But vou also hada case for 142, did you not ¢ 

Mr. Ouirianr. My recollection is that the case for 142, we had a 
case for 1942, but the case we were really aiming at was fiscal 1944 
on Witt & Co. 

Mr. DeWinp. But is not the Witt case the very case that Mr. Smith 
said MeLean thought would be ruined if 1942 were dropped / 

Mr. Ouiruanr. That is according to the conversation of a lawyer in 
the Department of Justice. 

Mr. DeWinp. But you thought that vou would promote the interest 
of the Government by letting 1942 go by, and then in fact, Mr. Oh- 
phant, 6 months went by approximately while the aflidavits of all 
these agents sat in your file in the Bureau and they were not sent for- 
ward until a few hours before the statute for the next vear ran, and 
then in fact it ultimately wound up that the case was never prosecuted 
for any year. 

Mr. Ourpuanr. The case remained in our office until—it must have 
been March lor March 14- it may have been sent over by Inessenger. 

Mr. DeWinp. That was the letter that has been testified to: it 
started out in the original draft with the statement, “This is a strong 
case for prosecution,” and which had that sentence stricken out before 
vou sent it. 

Mr. Oureuanr. If you are referring to the letter which was sent over 
to the Department of Justice, it said that the Witt & Co. case was a 
strong case for prosecution, as I remember it. [know that the thing I 
was thinking about was Witt & Co. 

Mr. DeWinp. Let us take that for a minute. On March 14, 1950, did 
you not tell Mr. Caudle on the telephone, “It may be you will figure for 
trial purposes it won't do, but that is all right with me even for 1944. 
I have to call Jimmy.” 

Mr. Ourpnant. I had that conversation. That was with reference 
to the Washington Beef & Provision Co. and not with respect to the 
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Witt & Co., the point being that the statute would run on March 15 on 
the Washington Beef & Provision Co. and not until May 16 on the 
Witt & Co. 

Mr. DeWinp. Do I gather that you could properly let year after 
vear be barred by the statute of limitations just so long as you kept 
1 year that you thought would be prosecuted ¢ 

Mr. OuireHanr. That would depend on the facts in each case. 

Mr. DeWinp. I am talking about this case. 

Mr. Ouireuanr. The final decision with respect to this case was not 
made by the Bureau of Internal Revenue. The reference which you 
read, “I have to call Jimmy,” my records do not show that I called him. 

Mr. DeWinp. Mr. Oliphant, let me interrupt you. There was no 
1944 case for Washington Beef. It had been previously rejected. The 
Department of Justice had rejected the 1944 vear. So when you called 
about the fiscal 1944 you must have been talking about the Witt case. 

Mr. Outrnanr. My statement is just the same, that the year on 
Witt & Co. would have expired in May, as I recall it, of the year 1950, 

Mr. DeWinp. But what vou said to Mr. Caudle was, “It may be 
you will figure for trial purposes it won't do, but that is all right with 
me, even for 1944. LT have to call Jimmy.” 

Mr. Oureuanr. That is with respect to the Washington Beef & Pro- 
vision Co. 

Mr. DeWixv. Mr. Oliphant, I do not think that can be so, because 
in the letter of transmittal to the Department of Justice you make 
no reference to a Washington Beef year of 144. The only 144 year 
referred to is the Witt & Co, vear. 

Mr. Ouirnanr. | do not have the letter, Mr. DeWind. 

Mr. DeW rnp. The letter says in part: 

Inasmuch as there are only two items of unreported specific income aggre 
gating $13,222.22 in the case of Washington Beef for 1$43, it may well be that 
considerable difficulty would be encountered in proving the case for that year. 


The vear 1942 already having been allowed to drop. Of course, I in 
terject that. 


Since criminal prosecution in the case of this company for the year 142 will 


be barred after Mareh 15 next— 
that is tomorrow— 


this office will of course have no objection if the bar of statute of limitations is 
allowed to fall. 

So there went 2 years on Washington Beef. That is all there is on 
Washington Beef. 

As respects the case of Witt & Co. for the year ending February 2s, 
M44 * * * there is available evidence showing conclusively that sales made 
to Giant Good Stores were unreported. Those particular sales aggregate $35,- 
S53.04, und photostatie copies of the checks evidencing payment are among the 
exhibits. These particular checks were cashed and the proceeds diverted to the 
Kolkers 

Please advise of your conclusions in the premises. 

That is a letter that went over on March 14. 

Mr. Ovienant. That is correct, and it shows that we were talking 
there about Witt & Co., and it shows just that. 

Mr. DeWinp. For the year 1944 ¢ 

Mr. Oureuanr. For the year 1944, that is correct. 
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Mr. DeWrinv. No Washington Beef case for 1944, only the Witt & 
Co. ease. And then you called Mr. Caudle and told him it would be 
all right “with me” if the case is dropped even for 1944, “I have to 
call Jimmy.” 

Mr. Outrenant. I say “No,” the case of Washington Beef & Pro- 
vision for 1943 and 1944— 

Mr. DeWrnp. Nineteen hundred and forty-three was the year you 
said it would be all right to let the statute go on. That was the second 
year. Nineteen hundred and forty-two had already gone, which 
was the strong year. Nineteen hundred and forty-three, it is all right 
to let that go. Nineteen hundred and forty-four you said should 
be prosecuted, and then you called Mr. Caudle and say it is all right 
to let that go. é' 

Mr. Oureuanr. That is on Washington Beef & Provision Co. 

Mr. DeWinp. The one in 1944 for Washington Beef & Provision 
Co. had been rejected previously. It wasn’t referred to in your letter. 

Mr. Outenant. I have no knowledge of that. 

Mr. DeWinp. But your letter did not even refer to Washington 
Beef & Provision for 1944. 

Mr. Ovrenanr. T will make the statement that my talk with Caudle 
was with respect to the Witt & Co., with respect to letting Wash- 
ington Beef & Provision go. 

Mr. Byrnes. How could you be referring to that, Mr. Oliphant, 
if there was no 1944 Washington Beef case ? 

Mr. Ourruanr. My recollection, without having seen the letters, 
is that there was 1943 and 1944 calendars on Washington Beef. 

Mr. Byrnes. Nineteen hundred and forty-two on Washington Beef. 

Mr. Ouienanr. Yes. By the time we had gotten the complaint filed 
and go back, there was 1942 and 1943 on Washington Beef & Pro- 
vsion Co.—pardon me, 1942, 1943, and 144 on Washington Beef & 
Provision Co., and fiseal years 1944 and 1945 on Witt & Co. 

Mr. Byrnes. Where did you find reference to 1944, Washington 
Beef, here ? 

Mr. Ourrmanr. You understand, Congressman, I have not been 
over the letter. 

Mr. Byrnes. Do vou want it? 

Mr. Onrenantr. [ have not been over the file myself. 

Mr. DeWinp. Mr. Byrnes, the file indicates that originally there 
had been a Washington Beef & Provision case in the special agent’s 
report for the vear 1944. That case had been inal by the De- 
partment of Justice when the matter was first referred. 

Mr. Byrnes. That was a couple of years before this correspon- 
dence? 

Mr. DeWinp. Yes. That had been rejected prior to April of 
19-40. 

Mr. Byrnes. That was what T had gathered from the testimony. 
What I am wondering is where Mr. Oliphant finds evidence that 
the 1944 case was still being considered at the time this letter was 
written and at the time of his telephone conversation with Mr. 
Caudle. 

Mr. Onreuanr. It is clear from the record, is it not, that the Witt 
& Co.—— 

Mr. Byrnes. That is 1944 and 1945, 

Mr. Ouirnant. Witt & Co. was open? 
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Mr. Byrnes. In 1944 and 1945, those years. 

Mr. Ouipnanr. That is right. 

Mr. DeWinp. Mr. Byrnes, the record also shows that the Witt 

case for 1945 had also been previously rejected, so it is just down to 
the Witt case for 1944, all involving the Kolkers. 

Mr. Byrnes. Unless, Mr. Oliphant, you can find some reference 
to the fact that the 1944 case for W ashington Beef & Provision Co. 
was still under consideration, the record will have to stand and speak 
for itself. 

Mr. Ourenanr. L will be glad to have the record stand and speak 
for itself. 1 would like it to be made clear, however, that with re- 
spect to Witt & Co., as to 1944 we had $35,000 worth of items, prov- 
able sales, that had been omitted. 

Mr. Byrnes. I understood you had a case for 1944 against Witt 
& Co. 1 am not questioning that at all. But where you talked to 
Mr. Caudle you say the only 1944 case that was open at that time 
and was under consideration was the Witt & Co. case. Therefore, 
as far as the record is concerned, I assume it will have to stand as 
showing that any reference to a 1944 year would refer to the Witt 
& Co. case. 

Mr. Ouirenanr. That would be your answer, Mr. Congressman, 
1 can only state that I knew all the time that we had a provable case 
on the Witt & Co. and that is why, with respect to the March 14 
conversation with Mr. Caudle, that we weren't interested in Wash- 
ington Beef because I knew that the year on Witt & Co.—and if I am 
wrong in those other years—I knew that the year on Witt & Co. in 
which there was $35.000 of provable sales did not expire until May, 
as I recall, 16 of that vear. 

Mr. DeWinxv. Mr. Oliphant, why did you then remove the sen- 
tence from the letter of transmittal which says— 

Mr. Ouirnanr. 1 do not recall that I so removed the sentence. 

It is accordingly believed that a strong prosecution cause exists with respect 
to this particular phase of the Commissioner's reference, 

Mr. DeWrnp. Well. the letter was sent forward to you with that 
sentence in and it was removed in vour office. I assume your secre- 
tary did not take it out. 

Mr. Ouienantr. | have not seen any removal such as you refer to. 

Mr. DeWinp. The original draft that was prepared and approved 
by Mr. Riley Campbell had that sentence in it, and the final letter had 
the sentence taken out, all referring to the Witt & Co, 1944 year, 
which you say was such a strong case. It seems to me there should 
be no need to belabor the situation. You had a strong 1942 case that 
was dropped because of a promised conference and, despite the sug- 
gestion of the Commissioner that it should not be dropped, 1943 was 
allowed to go because, although there was no work done on the case, 
there was nothing transmitted to the Department of Justice until a 
few hours of the statute remained. That takes care of 1943. 1944, 
vou told Mr. Caudle on the telephone, it is all right “with me” even 
with 1944, “I have to call Jimmy.” Now if there is any explanation, 
I would be anxious to have you present it, but the record seems to be 
very complete. 

Mr. Ourenant. My explanation is that when I was talking to Mr. 

Caudle I knew that the statute on the Witt & Co. did not expire until 
some time in May and it had to be in the middle of May. 
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Mr. DeWinxp. Now do you know, Mr. Oliphant, that as to that 1944 
year the final action of the Department of Justice was to drop it ¢ 

Mr. Ouieuanr. I have been so advised, that is correct, on the very 
issue that we sent over. 

Mr. DeWinxp. Now the memorandum from the lawyer in charge of 
the case in the Department of Justice states: 

There is only a fragment of the case left and I do not believe, in view of all 
the uncertainties extant in the matter, that the Baltimore office should be called 
upon to struggle with it to risk a contest. 

Mr. Ourrnanr. With respect to that letter, as to the uncertainties, 
they, I presume, are the very facts which we sent them, that we had 
taken aflidavits from everybody, and that there could be no claim of 
voluntary disclosure or claim of previous promise of immunity. 

As to your first question, | am of the opinion that whether it is | 
year or 2 years or 3 years or 4 years, even limiting it to a single year, 
if the proof is there, prosecution should be had. 

Mr. DeWinxp. Now, Mr. Oliphant, it is perfectly clear that the vears 
you allowed to be barred were good years, strong years for prosecu- 
tion. In fact, as Ll see the situation, the fraud was undisputed even 
by the taxpayer's representatives, and vet the ultimate outcome is that 
the case is not prosecuted. "That is the glaring fact that remains, that 
the ease had clear and undisputed fraud in which there had been 
intercession from the outside and was never prosecuted, and it seems 
to me that would be the sort of handling of the case that could only 
bring diseredit upon the Government agency involved. 

Mr. Ouiruanr. As IT say, as to the Witt & Co., L can recall that I 
always had in my mind the $35,000, whatever the figure was, that we 
had actual provable amounts there. 

Mr. DeWinp. Well, the very most you are saying is that vou were 
willing to gamble with the Government's case down to the last year in 
the interest of some interest that was certainly not the Government’s. 

Mr. Ourruanr. 1 wouldn't say that, sir. 

Mr. DeWinxp. What Government interest were vou promoting ¢ 

Mr. Ontirnanr. These cases, of course, you know, are all under the 
jurisdiction of the Department of Justice once they get there. 

Mr. DeWixv. Mr. Oliphant, in this particular case the Department 
of Justice had asked you for additional information, to remove any 
dispute about the promise-of-immunity issue. The matter was 
squarely in your hands. Mr. Campbell said this morning that you 
directed that all matters in the case be handled by you. You were will- 
ing to gamble down to the last year you thought provable. Now, then, 
this telephone conversation with Mr. Caudle said that even for the year 
1044 it would be all right with you, and I don’t know how that can refer 
to anything except that last shred. In fact, there has been removed 
from the letter the statement that was a strong shred and then you say 
you have tocall Jimmy. ‘To what were you referring when you said, 
“| have to eall Jimmy”? 

Mr. Ourenant. As to “IT have to call Jimmy,” I do not know and I 
do not recall that [ ever called him. 

Mr. DeWinxv. To whom were you referring? 

Mr. Ourenantr. IT would presume to the Congressman. 

May L read one paragraph of this disposing letter by the Depart- 
ment of Justice ? 
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Mr. DeWinp. Yes. 

Mr. Ouienanr. I am reading from the memorandum that describes 
the disposition : 

Dy letter of April 5, 1950, the Department of Justice advised that it had con 
eluded against prosecution. Reasons given were that Simpson implied in his 
testimony that the Government had a criminal case and his recommendations 
for prosecution had been influenced by his supervisor. 

That was while he was still in the Bureau. 

That Simpson had stated the income of the corporation would never have been 
disclosed had it net been for certain voluntary disclosures of the taxpayers and 
their accountants, and that Simpson could not be a Government witness but 
would be used by the defense. It was further stated that the promise of immu- 
nity would undoubtedly be injected in the trial. 

The Department concluded that there was only a fragment of a case left as a 
result of the running of the statute and that in view of all the uncertainties it 
was believed best to dispose of the case. 

The point in the case being that the Department of Justice which 
has responsibility in these cases disagreed with our own conclusions 
as to why the case should be prosecuted. 

Mr. DeWinp. I feel in the light of the record about the years that 
have already been allowed to drop, that that coniment is almost super- 
fluows. 

Tell me, what had Congressman Morrison said to you about the 
case at the outset when you said you were under obligation to let 
the year go by because of the promised conference / 

Mr. Ourpnanr. Mr. DeWind, I believe that any Member of Con- 
gress is entitled to ask anything about anything that does not jeop- 
ardize the Government’s interest. In our view of this case when we 
sent it tothe Department of Justice we had enough to make a erimi 
nal prosecution. T do not have the civil disposition of the case as to 
fraud penalties or other money received before me. 

Mr. DeWixp. What did the Congressman say to you about his 
position in the case? 

Mr. Ouieuanr. He had said that he didn't think this was a case for 
prosecution because there had been a promise of immunity made. 

Mr. DeWinxp. What reason did he give for taking a position in the 
case ¢ 

Mr. Ouvrenanr. When we received the letter from the Department 
of Justice in this case there were attached various aflidavits. 

Mr. DeWinp. What explanation did he give you for the interest 
he was taking in the case ¢ 

Mr. Ourpuanr. The Congressman said that he was obligated to the 
taxpayer. 

Mr. DeWinv. He said— 

Mr. Oureuanr. Pardon me, let me have your question. 

Mr. DeWInp. He said he was obligated to the taxpayer ¢ 

Mr. Ourpuanr. May | have the question again, please ¢ 

Mr. DeWrnp. That was responsive to the question. Whiat state 
ment had the Congressman made to you? 

Mr. Ovrpuanr. That statement is correct. 

Mr. DeWinp. He said he was obligated to the taxpayer / 

Mr. Ouipuanr. Yes. 

Mr. Byrnes. Did he say in what way or give you any details con 
cerning it? 
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Mr. Ouienant. Not the details, no. 

Mr. Byrnes. He just said he was obligated to the taxpayer? 

Mr. Ourenant. That is right. 

Mr. Byrnes. Now the existence of any such obligation did not re- 
move your obligation to the Government to prosecute the case, did it ¢ 

Mr. OureHant. The answer to that is “No.” 

Mr. Byrnes. Well, was there any other reason for dropping the 
year 1942¢ 

Mr. Ovrenanr. There was not. 

Mr. Byrnes. I agree with you that because a Congressman called 
you about a case does not remove the responsibility from you for 
handling the case properly with your position in the Government. 

Mr. Outenant. I have said it is my belief that we had the Witt & 
Co. case pinned down and if that is the case, that means that the De- 
partment of Justice would prosecute. 

Mr. Byrnes. If you were to do this again, would you let the statute 
of limitations for 1942 run? 

Mr. Oureuanr. Under these set of facts just as they are developed, 
the testimony the way it has developed here ¢ 

Mr. Byrnes. The facts of the case as they developed. 

Mr. Outenanr. Congressman Byrnes, each one of these cases de- 
veloped on their own facts. 

Mr. Byrnes. On the basis of hindsight now would you still have 
let 1942 run? 

Mr. Ouvrenant. If I had known that the Department of Justice was 
going to send back the Witt & Co. case I would not. 

Mr. Byrnes. If they were going to send it back? What do you 
mean ? 


Mr. Ouirnanr. No prosecution. If they were going to send it back 
to us, no prosecution, I would not. 

Mr. Byrnes. Now in your letter to the President on your resigna- 
tion my understanding is that that letter contains this statement: 


I want you to know that I continue ready to go before any public forum— 
in fact, it is owing to me that I be given the opportunity to do so—and defend 
every action I have taken in public office as being in the best interest of the 
Government and determined solely by what I thought was the obligations 
of the office that I held. 

Now do you think that the allowing of the statute of limitations 
to run for 1942 is in conformity with that statement ? 

Mr. Ouvreuantr. Had IT known that the Witt & Co. case would not 
be prosecuted, I would not have done anything on the case or with 
respect to the case. In writing that letter I had no particular case in 
mind. 

Mr. Byrnes. I know you did not, but you said every action that 
you had taken had been in the interest of the Government and you 
wanted the opportunity to go before a public forum to defend your 
action in every case. I am just wondering whether you feel that 
your action in connection with the allowing of the statute of limita- 
tions to run for 1942 is defensible and consistent with the best interests 
of the Government ? 

Mr. Ourenant. I do; yes. 

Mr. Byrnes. You still do? 

Mr. Ourenant. Except that had I known that the Witt & Co. case 
would not be prosecuted, I would not say “Yes.” 
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Mr. Byrnes. Would you say that was the same situation with 
regard to allowing the statute of limitations for 1943 to run? 

Mr. OvieHanr. ‘Again I go back to Witt & Co. To me, the Wash- 
ington Beef & Provision Co. didn’t mean much. I am talking about 
the Witt & Co. 

Mr. Byrnes. Even though you disagreed with the principal attor. 
ney in the Justice Dep: urtment who was handling the case at the time ? 

Mr. Ouiruanr. I don’t know whether he was “principal attorney or 
not, but I did disagree with the attorney in the Department of 
Justice. 

Mr. DeWrnp. Mr. Oliphant, were you not on direct notice that so 
far as the Department of Justice was concerned they thought that the 
loss of the 1942 year would ruin the Witt case and you were on notice 
that was the view of the Department of Justice ¢ 

Mr. Ovirenantr. No. I was on notice that was the view of the at- 
torney. The telephone conversation I had with Turner- 

Mr. DeW1np. In this telephone conversation with Lamar Caudle’s 
first assistant, Turner Smith, in which he said that McLean stated the 
loss of 1942 would ruin the Witt & Co. case. How could you say 
your understanding always was that the Witt case would be prosecuted 
when you were put on notice by the Department of Justice that the 
loss of the year 1942 would ruin the Witt & Co. case / 

Mr. Ouirnant. In my telephone conversation with Turner Smith, 
who was then, I believe, in charge of the Criminal Section of the Tax 
Division of the Department of Justice, Mr. Smith said that Mr. 
McLean thinks if we lose 1942 it will ruin the case as to Witt & Co. 

Mr. DeWinp. I cannot hear. 

Mr. Ourrenant. Pardon me. In my conversation with Mr. Turner 
Smith, according to the record, on a call on October 29, 1949, called, 
according to the record, at 12:30 in the afternoon, there is there the 
reference which I read you a while ago. He there said, “There are 

lot of angles to that case. We don’t know the truth.” That is 
referring to the claim for immunity. 

Mr. DeWirnp. The reason they did not know the truth was that the 
aflidavits had not been sent to them. 

Mr. OuieHant (reading) : 

OLIPHANT. We have sworn statements from everyone denying the allegation. 

Ssarn. McLean thinks if we lose 1942, it will ruin the case as to Witt. 
According to his calculations, we have Washington Beef down to a minimum. 

Mr. DeWrnp. There was a direct statement that as to their view 
Washington was down to a minimum. 

Mr. Ourpnant. He referred to the Department of Justice. 

Mr. DeWrnp. Yes; the Department of Justice thought that Wash- 
ington was down to a minimum and the Witt case would be ruined. 

Mr. Oureuant. The only statement that I know of from the De- 
partment of Justice, the only statement that I know of from the 
Department of Justice in this interval is the one in which MeLean 
saw me—imy telephone call with Mr. Smith and a telephone call dated 
September 1- 

Mr. DeWinp. The call you just referred to was the August 29 call. 

Mr. Onuienant. That is right, and the telephone call dated Septem 
ber 1, 1949: 

CaubLe. Going to send the Kolkers case back. 

OLIPHANT. You sent that back to check the affidavits. I am going to check 
them all the way through. There is this fellow Simpson. We have his state 

91550—52—pt.2 is 
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ment. Then in the meantime I promised Congressman Morrison a conference. 
I told him of this situation of the grand jury but he insisted on a conference, 
so the only thing is to let the one year go, 1942. 

Mr. DeWinp. Was that your position, that if a Congressman in- 
sisted on a conference, the only thing to do was to let the case go/ 

Mr. Outenanr. No; that is not what I really mean, Mr. DeWind. 
[am reading from the transcribed notes of a telephone conversation, 
and T assume that they are accurate, too. 

As L explained before, Mr. DeWind, I do not believe that letting the 
year 1942 on Washington Beef & Provision Co. go, if that was my 
own decision, would prejudice the criminal action against the tax 
payer, and to add on to this letter: 

CaubLe. I don’t think there is much to the case. We have been trying to get 
Danzansky to come over and give us Simpson's testimony. The case got blown 
up and the statements were ridiculous. Nineteen hundred forty-two is the big- 
gest year. They weren't so sure of the grand jury. We filed a complaint under 
the statute. We think it is all right. I think, after you talk to Simpson, if you 
think we should send it back, we will and send it back to you. 

After I talk to Morrison, I will send it back to you 


that is me speaking— 


OcmHANYT, After L talk to Morrison, I will send it back to you. 


Then there is a reference to another matter. 

Mr. DeWinv. What you are saying is that you and Mr. Caudle got 
together on that and decided to let the case go ! 

Mr. Ourenanr. Lam not saying that, Mr. DeWind. I am saying 
that Mr. McLean is one attorney—and I mean no derogatory remark 
with respect to him—one attorney in the Department of Justice. Your 


question to me was the Department of Justice had decided. 

Mr. DeWinp. You think that the decision you and Mr. Caudle 
reached was the right one, to let 1942 go’ Even Mr. Caudle said it 
was the biggest year. As a matter of fact, this all took place after 
I)42 was gone, 

Mr. Ouienanr. That is correct. 

Mr. DeW inp. So that even Mr. Caudle’s attitude was based on the 
fact that as of that morning he knew 1942 was already gone. 

How well did you know the Congressman, Mr. Oliphant 4 

Mr. Ourruanr. I don’t know him particular well; no. 

Mr. DeWinp. Were you on a friendly basis of exchange of gifts 
and that sort of thing? 

Mr. Ouirnanr. I received two gifts. 

Mr. DeWinp. I beg your pardon ¢ 

Mr. Ouiruanr. I received two gifts from Congressman Morrison. 

Mr. DeWinv. What were those ¢ 

Mr. Ourpuanr. As fT veeall it, at Christmastime in 1950 he sent me 
a silver plated tray. 

Mr. DeWinp. You mean Christmas 1949? 

Mr. Ourenantr. Christmas of 1949. And the Christmas of 1950 he 
sent mea box of strawberry jam. 

Mr. DeWinp. Mr. Oliphant, while you were chief counsel of the 
Bureau of Internal Revenue, did you ever receive any entertainment 
Which might be called expensive entertainment or unusual entertain- 
ment from persons having tax cases before the Department ? 

Mr. Onirnanr. Not that IT would call unusual entertainment; no. 
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Mr. DeWinp. I mean to include in that free trips or airplane rides, 
and that sort of thing, by people with pending cases. 

Mr. Ourenanr. I have asto one. 

Mr. DeWinp. I beg your pardon ¢ 

Mr. Ouiruant. Pardon me. Would you repeat your question? The 
first part of your question. 

Mr. DeWinp. | would include within what I meant free trips of 
any kind. 

Mr. Ouienantr. You say now pending inthe Bureau? 

Mr. DeWinp. Cases that were pending at the time of the enter- 
tainment. 

Mr. Ouvirnanr. I did with one, Mr. Poncet Davis. 

Mr. DeWinp. Mr. Poncet Davis? P-o-n-c-e-t-t ¢ 

Mr. Ouirnantr. P-o-n-c-e-t Davis. 

Mr. DeWinv. Could you relate just what that was / 

Mr. Ouirnanr. Certainly. After [had known Mr. Davis for some 
time, he said to me one day he was in tax trouble with an agent in Ohio. 
I checked what was the preliminary jacket on the case. [advised him 
to get himself a good lawyer and a good accountant. I have been in 
Mr. Davis’ company several times. 

Mr. DeWixp. You mean after the case was jacketed you inspected 
the file ¢ 

Mr. Ouren ant. That is correct. 

Mr. DeWinv. Did youtake trips with Mr. Davis ¢ 

Mr. Ourrnanr. That is correct. 

Mr. DeWinp. Could you describe the trips ¢ 

Mr. Onienanr. Would you like me to go ahead as you suggested 
first, that I make the statement / 

Mr. DeWinp. Well, | want to push you just in the interest of getting 
through as fast as we can. 

Mr. Ouirnanr. LT think I can if you will just let me run on here. 

Mr. Poncet Davis, to me, is one of the finest men I have ever met. 
His case came to my office and I disqualified myself from the case in 
writing. This case is now pending in the Department of Justice. 1 
want to say that is a great personal tragedy to me, but [ had no other 
alternative. 

The next question would be, what discussions T may or may not have 
had with him. Once ina while a minor procedural point or something 
like that would come up and I would tell him, “Go talk to your lawyer.” 

Mr. DeWrnp. Mr. Davis flew you back from a trip to visit Mr. 
Grunewald in Florida at one time, did he not 

Mr. Ourrenanr. That is correct. 

Mr. DeWinp. That was while the case was pending ¢ 

Mr. Ourruanr. | wouldn't know really, because—as | Suy | just 
disassociated ny self. Once the case goes to our office and even before 
that. T make no inquiries on the case except the original inquiry, or 
mavbe T was told that this case had gone here. but 1 disqualified the 
case from the time it was in my office. I advised Joe Struett. who was 
regional counsel in Chicago, that with respect to the case all IT wanted 
to see was that he got our usual administrative procedures 

Mr. DeWinp. What vou were advising Mr. Struett was that Mr. 
Davis wis a friend of Vours and you did not wrap that to Influence 
him inany way, is that right; that vou were disqualified from the case ? 
Mr. Ourevant. That is correct. 
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Mr. DeWinp. But during that period you were flying in Davis’ 
private plane from Florida to Washington. You flew to a world 
series game, too, did you not ? 

Mr. Ouren ant. As I say, I don’t recall, 1 don’t recall now exactly 
when the case moved from where it did. I was advised by Mr. Riley 
Campbell, and this has been a month ago, that his case had gone to 
the Department of Justice. 

Mr. DeWinp. Did you also take a trip to the race track ¢ 

Mr. Outrnany. I make no apologies for my friendship with Mr. 
Davis. 

Mr. Byrnes. You have kept contact as to where the case is, though, 
from time to time? 

Mr. Ouirenant. I have ¢ 

Mr. Byrnes. Have you not / 

Mr. OuirenHanr. In some cases, yes; and in some cases, no. 

Mr. Byrnes. In this case. 

Mr. Ovreuant. That is right, except that I didn’t know when the 
case Went to the Department of Justice until Mr. Campbell told me. 

Mr. DeWrnxp. | was not suggesting that you should not be a friend 
of Mr. Davis if you wished to be, but the fact is that while he had a 
triple fraud case pending before the Department, you were accepting 
entertainment from Mr. Davis and I could judge vou could not pos- 
sibly repay him. 

Mr. Ovirnanr. When the question came up of what I felt I should 
do, before even telling him, as I recall it, that he should get a good 
lawyer and a good accountant, I had to make the decision as to whether 
or not the friendship of our families and me with him would continue. 

Mr. DeWinp. How long have you known Mr. Davis ¢ 

Mr. Otrenant. I believe I met Mr. Davis in 1947. 

Mr. DeWinpb. Could that have been 1947 ¢ 

Mr. Ouirnant. That is correct. 

Mr. DeWinp. At that time was the investigation of his tax case 
started / 

Mr. Otrrnant. I was not told anything about it, I believe, until 
1948, 

Mr. DeWixp. How did Mr. Davis meet you? 

Mr. Ouirnantr. As I recall the matter, a few of us were going to 
the Kentucky Derby. and Mr. Davis was one of the group; probably 
was introduced to Mr. Davis by George J. Schoeneman. 

Mr. DeWinp. You say you were introduced by Mr. Schoeneman ? 

Mr. Ourenanr. I say 1 probably was. 

Mr. DeWinp. On the way to the Kentucky Derby ¢ 

Mr. Ourruanr. No, sir; at the airport before we left for the Ken- 
tucky Derby. 

Mr. DeWinp. Mr. Davis went with you? 

Mr. Ourenant. I have to think back over that. I will say Mr. Davis 
has gone with me on trips to the Kentucky Derby, that is right. 

Mr. DeWinp. Did you know with whom you were going to the 
Kentucky Derby when you met Mr. Davis? 

Mr. Ouienuanr. Various people, various friends, nobody I knew had 
any tax difficulty at all. 

Mr. DeWinv. Who was taking you to the derby, or was anybody 
taking you? 

Mr. Ourenanr. I had gone several times. 
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Mr. DeWinp. On this particular occasion ? 

Mr. OureHanr. On this particular occasion, I believe—and I can 
do no more than that—that I went with Mr. Pauley, Mr. Edwin 
Pauley. 

Mr. DeWinv. You say Mr. Pauley was flying you down in his 
plane; is that correct ¢ 

Mr. Oxvrenanr. There was a group going to the Kentucky Derby 
and we flew, as [ recall it, in Mr. Pauley’s plane. 

Mr. DeWinp. You say so far as you knew, none of the people except 
Mr. Davis had a tax case ¢ 

Mr. OtvreHanr. I didn’t know at that time that he had a case. 

Mr. DeWrnp. Mr. Davis? 

Mr. Ourenant. That is correct. 

Mr. DeWinp. Did anyone else in that group have a tax case pend- 
ing before the Department ? 

Mr. Oureuanr. Not that I know of, and I would doubt it very 
much, 

Mr. DeWinp. Mr. Pauley had no case ? 

Mr. Ourenanrt. I did not then know that he had any case at all. 

Mr. DeWinp. Did he in fact ? 

Mr. OuieHanr. Mr. Pauley now has with the Bureau of Internal 
Revenue a case involving some $15,000 and what to me is a fact situa- 
tion. The case was sent up to me and I have not passed on it one way 
or the other. I recall that I put a red flag on it. The reason I put 
a red flag on it is because in looking at it, it looked to me like essentially 
a facet question, and there is no reason that I know of why the chief 
counsel's office should be handling fact questions. 

I should add that Mr. Pauley has been meticulously careful in his 
referring to or saving anything about a tax case tome. He has asked 
if his authorized representative could come and see me, talk to me, not 
on this particular item but on another one. 1 do not know the dis- 
position of it. ‘Chat grew out of the futures trading and as to whether 
the Bureau’s rule should be retroactive, and his representative came 
to see me, as [ believe, once, and a general discussion of the principles 
of the case and what is involved in futures trading, and the matter 
was turned over to others in the office to work on. 

Mr. Kran. You did not make those rulings: did you ? 

Mr. Ouirnanr. Those rulings were made by the Bureau of Internal 
Revenue. 

Mr. Kean. They did not come to you under a ruling on what 

Mr. Ouieuanr. At that time, if a ruling was going to be made—as 
a matter of fact. I believe that the announcement on that was made at 
the Treasury. But regardless of that, at that time the question was 
whether or not nonretroactive treatment should be given, namely where 
the taxpayer suddenly is faced with a big bill—no intention of fraud 
in taxes or anything but is just caught by our finding additional facts 
the way we find facts, the way we do some vears after the event. 

In some cases the statute provides for nonretroactive treatment. 

Mr. Kean. Whiy did it go to your office ¢ 

Mr. Ovrenanr. I am coming to that, sir. 

At that time, the procedure provided that’any questions involving 
nonretroactive application of any ruling would have to be cleared by 
the chief counsel’s office. 

Mr. Kean. Did Mr. Poncet Davis know Mr. Grunewald ? 
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Mr. Ourenan'r. I do not believe so, sir. 

Mr. Kean. You stated that you took a trip from having visited Mr. 
Grunewald in Mr. Davis’s plane. 

Mr. Ourrnanr. That was merely a coincidence that Mr. Davis was 
in Florida, and | came back with him. 

Mr. Kean. Did you happen to run into him in Florida, then ¢ 

Mr. Ourenanr. That is correct. 

Mr. Kean. But not in connection with Mr. Grunewald in any way / 

Mr. Oureuanr. Novsir. I think | could make this statement, that 
Ll cdo not beheve that Mr. Davis knew Mr. Grune wald. 

Mr. Kean. On these other trips that you made to the Kentucky 
Derby, were they always junkets sup plied, the whole trip paid for. 
by some we althy ian who wanted to entertain Government officials 
or did you you go a your own expe nse ¢ 

Mr. OuteH an’. No, with the exce ption of hotel bills and food. We 
would eat breakfast or something like that, which T always paid. 

Asa matter of facts T always paid them with Mr. Davis. T didn't 


i whit thes were, With the exception of hotel bills and food 


ils, restaurant bills, transportation would be provided by somebody 


- ~e ul is right. 

ie Kean. Would the transportation be provided to a group of 
Grovernment oflicials / 

Mr. Ournanr. No, not necessarily Government officials, 

Mr. Kean. Just a group of friends ¢ 

Mr. Ourruasr. That is correct. 

Mr. Kean. Would they provide a private car or airplane or some 
thing or other 

Mr. Ourru ant. No. sir: not that | know of. 

Mr. Kean. How did you usually go? 

Mr. Ourreuanr. By plane, that is right. 

Mr. Kean. By plane? 

Mr. Ourpnanr. That is right. 

Mr. Kean. In each case it was by plane ¢ 

Mr. Ouipuanr. That is correct. 

Representative Kean, may TI add to your last question, it was a 
vroup of friends, they were peop le that I knew, folks in ‘the press, 
and things like that. 

Mr. Kean. In Government and out and in the press 

Mr. Ourpuanr. That is correct. 

Chairman Kine. The committee will recess now until 10:30 to- 
Miorrow morning. 

(Whereupon, at 6:15 p.m., Thursday, December 13, 1951, the hear- 
ing was recessed until Friday, December 14, 1951. at 10:30 a. m. ) 
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FRIDAY, DECEMBER 14, 1951 


House or Representatives, 
SUBCOMMITTEE ON ADMINISTRATION of THE INTERNAL 
Revenve Laws or rie ComMirrer oN Ways anp Means, 
Was hington,. ‘Ys C. 


The subcommittee met at 10:45 a. Mi. Pursuant to recess in the 
main hearing room of the Conmittee on Ways and Means, New House 
Office Building, Tlon. Ceeil R. Kine (chairman of the subconmniittee) 
presiding. 

Present: Representative King, Kean, and Byrnes. 

Present also: Representatives Woodruff and Bailey. 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee: Donald Schapiro, assistant counsel: Charles W. Davis, 

> S. Keith Linden, administrative assistant to Chairman King; 

"FF. Hotlman. 


Chairman Kaine. The subcommittee will come to order. 


TESTIMONY OF CHARLES OLIPHANT, FORMER CHIEF COUNSEL, 
BUREAU OF INTERNAL REVENUE, ACCOMPANIED BY JOSEPH 
J. OCONNELL, JR., ATTORNEY 


Mr. ByRNEs. There are a couple of items that were mentioned yes- 
terday which | clo hot think the record is quite clear Oli. | would like 
to inquire about them briefly. Mr. Oliphant. 

Going back to the Washington Beef & Provision Co. case, vou tes 
tified, 1 believe, that on August 29, just before the statute was to run 
on the year T42. you hac a telephone conversation with Congress 
man Morrison. I believe your testimony was that he reminded you 
in no uncertain terms of a promise vou had made to lime for a con- 
ference. What did you mean by “no uncertain terms’? What did 
he say to vou at that conference £ What was your conversation, as you 
remember it / 

Mr. Outeuant. IT don't reeall whether he said to me “in no uncer- 
tain terms.” Tle said to me that he was personally very interested in 
the case. as I recall it. 

Mr. Byrnes. He told you that earlier, too, did he not, when he first 
contacted you! 

Mr. Ourpuanr. That is correct. 

Mr. Byrnes. When you made the agreement for a conference / 

Mr. Oureuant. I believe so, ves. 

Mr. Byrnes. As L understand this telephone call— 

Mr. Ourruanr. This telephone call called attention to a previous 
promise for a conference. 

1833 
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Mr. Byrnes. Was not the purpose of that call to see if you could 
not make some arrangement with the Congressman whereby you could 
dispense with the conference and send the case to the grand jury cov- 
ering the 1942 year? 

Mr. Ouieuant. No, sir. The record shows that I had a conference 
with Congressman Morrison in September of 1949. 

Mr. Byrnes. I am talking about August, on August 29. As I 
understand it, you had 1 day left to present the year 1942 to the gran« 
jury, the grand jury was being discharged on August 30. As I 
understand your testimony, you called Congressman Morrison to see 
if something could be done so that you could present it to the grand 
jury; is that correct ¢ 

Mr. Ourenant. I didnot. I think the record will show that I called 
Congressman Morrison’s office here in Washington at the suggestion 
of Commissioner Schoeneman who had said that I should call him 
and tell him there was nothing more we could do with respect to the 
calendar year 1942 on Washington Beef & Provision Co. I called 
his secretary. His secretary advised me that he was in Louisiana. 

While I was with the Commissioner later he reminded me in no un- 
certain terms of the promise I had made to him for a conference on 
the case and said that he could not get back until some day in Septem- 
ber, which would be beyond the date in which the year 1942 could be 
taken to trial, in the absence of the extension of the grand jury. 

Mr. Byrnes. What did you mean or what do you mean now by 
“he told me in no uncertain terms” / 

Mr. Ouirnant. In my telephone conversation 4 

Mr. Byrnes. Yes. 

Mr. Ourenanr. He reminded me in my telephone conversation in 
no uncertain terms that I had promised him I would give him a con- 
ference on the issue with respect to whether or not there had been a 
voluntary disclosure or a promise of immunity before the case was 
returned to the Department of Justice, and he said that he could not 
see me for a conference before some date in September. 

Mr. Byrnes. Now what does a person tell you when he tells you 
something in no uncertain terms? That is what I am trying to get 
at. What did he tell you that made you feel that he told you it in no 
uncertain terms ¢ 

Mr. Ourenanr. He reminded me of my promise, and I said that 
might necessarily mean letting 1 year go in view of the closeness of 
the date. but he said he would not be back in time for that. 

Mr. Byrnes. Is that what you call telling you something in no 
uncertain terms 4 ' 

Mr. Outen ant. With respect to that telephone call: yes. 

Mr. Byrnes. He did not say anything more than he could not meet 
with you until sometime in September ? 

Mr. Ouruanr. That is correct. 

Mr. Byrnes. You did have an agreement ? 

Mr. Outenanr. He reminded me of my promise to him to see him 
before the case went back to Justice. 

Mr. Byrnes. That is all he did? 

Mr. Ovrenanr. That is correct. 

Mr. Byrnes. And yet you interpret that now, and you did at that 
time, as having told you in no uncertain terms that vou should not 
do anything until you had a conference with him / 
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Mr. Ouiruantr. That is correct. 

Mr. Byrnes. To be perfectly honest with you, Mr. Oliphant, I have 
difficulty in discovering the “no uncertain terms” in that conversation, 

Mr. Ourenanr. If I yesterday used the words “no uncertain 
terms” —— 

Mr. Byrnes. You used it today. 

Mr. Outenant. All right, that is my answer, Mr. Congressman. 

Mr. Kean. Did you characterize anybody who reminded you about 
anything as reminding you in no uncertain terms ¢ 

Mr. Ovreuant. I beg your pardon / 

Mr. Kran. You said that he reminded you of the previous conver- 
sation. Would you characterize anybody who reminded you of a 
previous conversation as reminding you in no uncertain terms 4 

Mr. Ourenant. I would characterize this conversation as just that, 
because I told him that it might involve letting 1 year go on one of 
the cases. 

Mr. Kean. And then all he did was to remind you? 

Mr. Ouieuant. He insisted that I hold the conference with him. 

Mr. Kran. You are saying he insisted ? 

Mr. Ourenant. That is correct. 

Mr. Byrnes. What did he say he would do if you did not? 

Mr. Ourpuanr. He did not say he would do anything. He was 
insisting that I hold the conference. 

Mr. Byrnes. Now did some Congressman have enough power or 
authority that he could just insist that you not prosecute when prose- 
cution is in order? 

Mr. Ourenant. No, sir. 

Mr. Byrnes. Is that not in general the effect of his insistence in 
this instance on a conference before you presented it to the grand 
jury ¢ 

Mr. Ovtenanr. I would like to go back to what I said yesterday, 
namely, that we prosecute in a series of years or in 1 year. As I recall 
the matter, it is my impression that what I had gained before making 
the telephone conversation was the other years would be the ones we 
were after. 

Mr. Byrnes. You also testified, did you not, that if you had not had 
this agreement with the Congressman, that you would have presented 
the year 1942 to the grand jury before the grand jury was dismissed 
the following day, namely, August 30? 

Mr. Ourenant. Had I not had the conversation with Congressman 
Morrison, I would assume that the letter which was originally written 
would have gone out recommending the prosecution. 

Mr. Byrnes. So that in this instance he did exercise sufficient an- 
thority to have the vear if42 dismissed or upset the running of the 
statute of limitations for the 1942 vear ¢ 

Mr. Ovienanr. I wouldn't say he exercised that influence. As I 
said, on my own belief is that this case had been discussed before and 
that we knew or I knew that letting 1942 on Washington Beef & 
Provision go would not impair the one case we were working on, 
which included the item of $35,000 on Witt & Co, 

Mr. Byrnes. We keep going around and around on that. 

Mr. Oureuanr. [don’t mean to, Congressman. 

Mr. Byrnes. | take for granted that was your view at the time. 
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Mr. Ouirnant. It must be, because there is a notation in my log just 
after the conversation with an attorney from the Departme nt of Jus- 
tice when the other ranking attorneys in my office were in my office, 
there is a parenthetical phrase, “Decided to let 1942 go.” 

Mr. Byrnes. When was that made / 

Mr. Oureuanr. If you match up the log of my daily activities, it 
will show on one side the first telephone call that day. 

Mr. Byrnes. Was it August 297 

Mr. Ourenanr. Yes, this is August 20—and a phone call in to me 
on the same date at 10:08: and my log also shows that at that time 
I was in conference with other officers of the Bureau. 

Mr. Byrnes. Do you have any idea what time of the day that was 

Mr. Ourruant. That was 10 o'clock in the morning. 

Mr. Byrnes. At 10:20 on that day vou had a conversation with 
Commissioner Schoeneman, did you not, with regard to this same 
subject ¢ 

Mr. Oureuanr. That is correct. 

Mr. Byrnes. And Mr. Schoeneman said to you, “Don't you think 
you should tell his administrative assistant” —maybe T had better rena 
this whole conversation to make it perfectly clear. 

Mr. Orreuant. Certainly. 

Mr. Byrnes. It is ap yparently from a transcript of a telephone con- 
versation with Commissioner Schoeneman, “Phone, 10:20, dated 
August 29, 1949. O.°—that refers to Mr. Oliphant, does it not ¢ 

Mr. Ourenantr. That is correct. 

Mr. Byrnes. And the C. here refers to whom ? 

Mr. Ouren ant. Commissioner. 

Mr. Byrnes (reading) : 

(>) | have this situation on Washington Beef & Provision. Congressman 
Morrison wants a conference. They sent it back for affidavits on voluntary dis- 
closure. We took the testimony of all the people. Our people say the affidavits 
are wrong. Tomorrow is the last day for the grand jury. [ promised Morrison 
a conference. Tle is out of town and won't be back until the 7th 

COMMISSIONER, Don't you think you should tell his administrative assistant 
the situation is such you must go through with it? You can ask him to phone 
him. That way vou won't be charged with not doing it. 

OLIPHANT. O. K, 

Now is that not an instruction from Commissioner Schoeneman 
that you should not let 1942 run, that you should not rely upon your 
agreement for a conference with Mr. Morrison, and that you should 
simply explain it to him and thus relieve yourself of the responsibility 
of letting the 1942 year run ¢ 

Mr. Ouirnanr. As to what then happened, I catled his administra- 
tive assistant in Washington and advised her of the situation, that 
tomorrow was the last day for indictment or the year is barred, and 
suggested she might want to call the Congressman and tell him the 

case must go to the Department of Justice. It was after that time 
olen I was in the Commissioner's office that Congressman Morrison 
called me and reminded me of my promise to him, 

Is that responsive to your question ? 

Mr. Byrnes. It is in a way, except that I want to follow it a little 
further to see where Wwe come out. You said that when you did talk 
on the Commissioner’s order to Congressman Morrison 

Mr. Ouirnant. To Congressman Morrison’s secretary. 
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Mr. Byrnes. Later you talked to the Congressman himself ? 

Mr. Outeuanr. That is correct. 

Mr. Byrnes. That is part of the same transaction / 

Mr. Ouvienanr. That is correct. 

Mr. Byrnes. You were in the Commissioner's office ? 

Mr. Ouienanr. That is correct. 

Mr. Byrnes. Did you seek the advice of the Commissioner at that 
time 

Mr. Ourpnanr. Ido not reeall that T did. 

Mr. Byrnes. Did you tell the Commissioner what the Congressman 
had told you in your telephone conversation / 

Mr. Ourenuanr. I don’t recall that I did. 

Mr. Byrnes. So that you never got contrary instructions from the 
Commissioner as to what you should do in connection with the year 
i442. that is, contrary to the instructions he gave you In your tele- 
phone conversation with him at 10:200n August 29 / 

Mr. Ovrenant. | would say this—I am doing the best reconstruc- 
tion | have to make—that when I told Congressman Morrison that we 
would probably let the year go by, the Commissioner said, “Well, 
vou couldn't do that.” IT said, “I know what I am doing,” or some- 
thing to that eflect. 

Mr. Byrnes. That certainly is not what your telephone conversa- 
tion purports to have told the Commissioner at 10: 20, 

Mr. Ourenant. That is correct. The Commissioner suggested that 
I call him. 

Mr. Byrnes. ‘That is right. 

Mr. OuipHanr. And tell him the case would have to go over as to 
that vear. 

Mr. Byrnes. No: as 1 understood this, that the case had to vo to 
the grand jury. 

Mr. OnIPHanr. Had to voto the erand yur v. that is right. 

Mr. Byrnes. Yes: irrespective of any agreement for a conference. 

Mr. Ouiwiant. His suggestion was that I call the Congressman and 
tell him that. 

Mr. Byrnes. And tell him that vou must go through with the case / 

Mr. Ourpnanr. Those words or some words to that effect, that 1 
right. 

Mr. Byrnes. Yes. But it would appear here that instead of follow- 
ing the Commissioner's orders and recommendations, what you did 
was apparently follow the Congressman’s recommendations. 

Mr. Ourewanr. Tam trying to reconstruct the conversation that 1 
must have had with the Commissioner at that time when the call was 
transferred to his office from my office in which he must have overheard 
me sav—I have a distinet recollection that he was nodding his head 
“No.” or some sort of gesture like that. and it must have been on this 
case. And after IT had talked to the Congressman I told him that I 
knew what I was doing. 

Mr. Byrnes. Now the Commissioner was familiar with this ease, 
was he not / 

Mr. Ourenanr. I don’t believe the Commissioner knew anything 
about this case particularly except when the letter came over and it 
was received in a conference in the Commissioner's office with me at 
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which it was turned over to me and was turned over to me with no 
instructions. 

Mr. Byrnes. Now this conversation with the Congressman was ap- 
parently the crucial conversation, apparently the one in which he 
reminded you in “no uncertain terms” that you had an agreement with 
him. That was in the Commissioner’s office. The Commissioner was 
present. You had received instructions from the Commissioner that 
the case should go through, go through to the grand jury. 

Mr. Ovirenanr. His words were, “Why don't you!” 

Mr. Byrnes. Well, the words were not that. 

Mr. Ourenanr. “Don’t you think you should tell lis admuinistra- 
tive assistant the situation is such that you must go through with it?” 

Mr. Byrnes. That you must go through with it. 

Mr. Oureuant. That is right. 

Mr. Byrnes. Right. Now the Commissioner was present when you 
were talking to the Congressman on the telephone. He did not know 
what the Congressman was saying at the other end of the wire, did he ¢ 

Mr. Ourrnant. This conversation that I had with the Commis- 
sioner took place before the return call, so I had called him about that 
und he had suggested that I get hold of the Congressman and tell 
him that we were going to go ahead. 

Mr. Byrnes. So you and the Congressman did get in touch with 
each other later on while you were at the Commissioner's office ¢ 

Mr. Outenanr. | went to the Commissioner’s office, I believe my 
log will show that I went to the Commissioner's office on this and 
other matters. 

Mr. Byrnes. That may be true. 

Mr. Ourrnanr. That was 10: 40. 

Mr. Byrnes. When the telephone call came through from Con- 
gressman Morrison you were at Commissioner Schoeneman’s office? 

Mr. Ontenanr. That is correct. 

Mr. Byrnes. When you made finally the contact with the Con- 
gressman / 

Mr. Outreuanr. That is correct. 

Mr. Byrnes. The Commissioner was present: is that right? 

Mr. Ouienanr. That is correct. 

Mr. Byrnes. Now was the Commissioner aware of what Congress- 
man Morrison was saying to you at his end of the phone ¢ 

Mr. Otupuanr. Not as far as I know. 

Mr. Byrnes. It stands to reason he could not. It would stand to 
reason that he would not know what the Congressman was saying 
specifically ¢ 

Mr. Ovieuanr. That is correct. As I say, I have a recollection, 
and it may be this case, the Commissioner was saying, “No, you 
shouldn't do that,” and T said, “No, I know what I am doing.” 

Mr. Byrnes. Why under those cirewmstances, with the head of 
the Bureau right there, with his knowledge of what the consequences 
of your action were going to be, at least as far as the running of the 
Ii42 year is concerned, did you not put Mr. Schoeneman on the 
telephone or both of you get on the telephone and both of you take 
care of it so that you could find out what actually should be done, 
what Mr. Schoeneman’s position really was ¢ 

Mr. Oxvieuanr. Mr. Schoeneman’s position always was that he 
did not get into individual cases in general. 
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Mr. Byrnes. He did here in this telephone conversation with you 
when he told you what you should do, he certainly got into it? 

Mr. Ourenant. I was asking his advice. 

Mr. Byrnes. Then you did not follow it? 

Mr. Ovrenanr. That is correct. 

I do want to show that there was a conference in my office before 
that time. As to what actually took place in that conference, I am 
not in a position to prove. It is my recollection that the case we 
had was the case against Washington Beef. 

Mr. Byrnes. I understand that is your position. The inescapable 
fact remains, does it not, Mr. Oliphant, that the individual guilt 
or the undeniable guilt in a major tax fraud case was never prose- 
cuted ? 

Mr. Ourreuant. That is the ultimate result. [I wouldn't say that 
I was responsible for that, sir. 

Mr. Byrnes. We will let the record speak on that question, 

Mr. Kean. Mr. Oliphant, do you think that any political pressure, 
whether by a Congressman, a Senator, other high public officials, or 
even the White House itself, should in any way be allowed to in- 
fluence the decisions of the Bureau of Internal Revenue in tax cases? 

Mr. Ouipuanr. I do not. 

Mr. Kran. Did political influence ever affect vour decisions in 
any other cases? 

Mr. Onienanr. Not that Tecan recall. 

Mr. Kean. In other words, this was a unique case, just as the At- 
torney General testified that the cases that we referred to here were 
unique cases ¢ 

Mr. Ourenantr. | wouldn't say that, Mr. Congressman. There 
have been lots of inquiries at my desk from Members of Congress. 1 
have made a practice of being as helpful as possible and at the same 
time doing what I believed would ultimately serve as the Govern- 
ment’s interest. 

Mr. Kran. I think it is perfeetly justified for Members of Con 
gress to make inquiry, but I do not think it is justified for Members 
of Congress in any way to be able to influence your decisions, neither 
Members of Congress nor any other persons, becatise taXes are re- 
quired to be paid by everybody, whether they have any influence, 
whether they have any friends in political places, or whether they 
are Republicans or Democrats, and the running of the Bureau of 
Internal Revenue ought to be without fear or favor to anybody. 

Mr. Ouarnanr. I agree with vour statement. I want to make it 
clear to you that the thing that always stuck in my mind was the 
Witt & Co. ease, and the thinking at that time was that we should 
present cases where we knew we could prove them down to the hilt, 
and thus use that means as a sanction which is all criminal prosecu- 
tion is, because we go after the money anyway, use that means as 2 
sanction for the public good. 

Mr. Kean. Yes; but the thing that bothers me is the fact that this 
committee has not found out about all the cases that have been prose- 
cuted. We have onlv looked into a certain amount, and the testimony 
always seems to be that the ones we happen to know about are unique 
cases, that nothing else has ever happened of the kind that we are 
finding out about. That to me is just unbelievable. 
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Mr. Ouirnanr. I have answered that question. I don't know the 
extent of the inquiry of this subcommittee. [ assume that they will 
inquire into all of our cases. 

Mr. Kean. Yes: the subcommittee will inquire into all cases, but 
they cannot look into every file of the thousands and thousands of 
cases that have been before the Bureau. 

Mr. Byrnes. You know just about every case we have checked on, 
do you not? You know which ones we have checked and which ones 
we have not’ You have kept pretty close contact with that, have 
you not! 

Mr. Ouirnanr. T have been furnished with a list of such cases as 
have been inquired into in the New York office. 1 cant say that I 
know each one of them or remember each one of them or that I look 
at the list. I just asked that the list be kept. 

Mr. Byrnes. There are certain things that make me believe that 
you have kept fairly close contact with what cases this committee has 
considered, and TL want to ask you in this connection what caused you 
to call Mr. Caudle on the telephone practically the day that we first 
called him up to investigate this case and advise him of the fact that 
this committee had asked for his income-tax returns. 

Mr. Ourenanr. 1 did not advise him this committee had asked for 
his Income-tax returns. 

Mr. Byrnes. You are saying that the information that Mr. Caudle 
vave us to the effect that you had told him we had asked for his in- 
come-tax returns Is not a correct statement ¢ 

Mr. Ouirnanr. I advised him that Senator Williams had asked 
for his income-tax returns. 

Mr. Byrnes. Mr. Caudle’s statement to this committee was that 
the committee had asked for his income-tax returns. That you had 
advised him that we had is not a correct statement ¢ 

Mr. Ouirnant. All TI know is that the inquiry that I had reference 
to Was as to Senator Williams. 

Mr. Byrnes. Why would vou do it even as far as Senator Williams 
is concerned ¢ 

Mr. Ovirnanr. | would think that that would be a fairly normal 
thing to «lo, 

Mr. Byrnes. Now, if somebody asked for my income-tax returns 
down there, somebody in the Government, would you immediately 
call me and tell me, “Byrnes, so and so has called for your income-tax 
returns” ¢ 

Mr. Oureuanr. I wouldn't necessarily. 

Mr. Byrnes. Whom do you call and advise on matters of that kind? 

Mr. Outenanr. The Government men that I work with. 

Mr. Byrnes. In other words, we could take it for granted now that 
if we called for the income-tax returns of somebody in the Bureau of 
Internal Revenue or somebody in the Tax Division of the Department 
of Justice, they are going to know about it pretty quickly ¢ 

Mr. Ourpnanr. No, 1 wouldn't say that, Mr. Byrnes. [I just give 
vou the faets as to this particular instance. 

Mr. Byrnes. Is this another unique case again ‘ 

Mr. Ouirnant. | would have to check back through my records to 
find the answer to that question, 

Mr. Byrnes. Do you think that is proper information to pass 


sround when vou know that the purpose is Investigation / 
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Mr. Outrenant. [ certainly do in this instance. The information 
that I gave to Mr. Caudle was with reference to an inquiry by Senator 
Williams. 

Mr. Byrnes. Senator Williams was not clearing that request 
through Mr. Candle, was he / 

Mr. Ouran. I do not know. 

Mr. Byrnes. You would not guess that he was, would you 4 

Mr. Ouipwant. Senator Williams was clearing many requests, was 
asking many requests of the Bureau of Internal Revenue. 

Mr. Byrnes. Right. Now if a time he asked for an income tax 
return, would you immediately get in contact with the individual in 
question and alert him to the fact that Senator Williams had asked for 
that return / 

Mr. OuienHanr. No: | would not. 

Mr. Byrnes. But you say in this instance you think it was perfectly 
proper for you to pick up the telephone and say, “Lamar, Williams 
has asked for your income tax returns” ¢ 

Mr. Ouiruant. | would regard it as proper: ves. 

Mr. Byrnes. On what basis/ 

Mr. Ourrenanr. In general. 

Mr. Byrnes. You mean he is one of the family and therefore you 
had better keep the boys in the family advised on what is going on / 

Mr. Ourrnanr. 1 wouldn't necessarily put it in that term at all. 

Mr. Byrnes. You put it any way you want. What I want to get 
is how you can justify that as a proper thing to do. 

Mr. Ouipuant. To my mind, at that time it was the proper thing 
to co. 

Mr. Byrnes. Why! I would like the reasoning rather than the 
conclusion, Mr. Oliphant. 

Mr. Ouiwnanr. I don't know. To my mind at that time, and what- 
ever the circumstances, | would regard it the proper thing to do. 

Mr. Byrnes. Was there some circumstance that made it proper? 
If so, what was that circumstance ¢ 

Mr. Ourrnianr. Nothing improper or no mitigating circumstances. 

Mr. Byrnes. You knew that Senator Williams was not asking 
for those returns just out of curiosity, did you not ¢ 

Mr. Ourenanr. I did know that: ves. 

Mr. Byrnes. And you knew by conveying that information to Mr. 
Caudle it would be the same as advising him that somebody was 
making an investigation of some of his affairs, particularly his tax 
affairs ¢ 

Mr. Ourenanr. I did not know that, to my recollection. 

Mr. Byrnes. For what reason did you think the Senator wanted it? 

Mr. Ovienanr. That would take quite some time to explain in terms 
of the relation of the Senator with the Bureau. My point is that I 
did not advise him that the subcommittee of the House Ways and 
Means Committee had asked for his returns. 

Mr. Byrnes. How would Mr. Caudle know that this committee had 
his income-tax returns ¢ 

Mr. Ouienanr. I don't know. 

Mr. BYRNES. Which our records will show he did know, | believe, 
on November 2, if T am not mistaken. It was just a few days after 
we started our investigation of some of his activities. Now. how 
would he know that if, as vou sav. vou did not tell him ? 
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Mr. Ovrenant. I did not. 

Mr. Byrnes. He tells us you did tell him. Now, have you any 
information as to who might have told him that he mistook for you 
as the source of his information ¢ 

Mr. Oxuienanr. I could not say. Would you care for a further 
answer on that? 

Mr. Byrnes. I would like to get any information or light I can get. 

Mr. Ourenant. I think the members of your subcommittee will 
advise you that I did not tell Mr. Caudle that your committee had asked 
for his returns. 

Mr. Kean. On that one point, if Mr. Caudle was dishonest—and 
I am not prejudging him in any way—the notice that you gave him 
of the fact that he was under investigation would have given him the 
opportunity to destroy any papers that he might want to destroy or 
to take such action as a man under investigation would take that he 
never would take if he had not known of the fact ? 

Mr. Ouienanr. I am quite frank to state that I don’t think that 
Mr. Caudle would have taken any improper action with respect 

Mr. Kean. Iam not saying that he would. Iam just calling atten- 
tion to what the effect of what you did in notifying him might have 
been if Mr. Caudle had been dishonest. 

Mr. Byrnes. Mr. Chairman, I ask at this point unanimous consent 
that there be made a part of the record at this point the testimony of 
Mr. Caudle, taken in executive session, in chink reference is made to 
a conversation with Mr. Oliphant or the means by which Mr. Caudle 
became acquainted with the fact that this committee had his individual 
income-tax returns. 


Mr. Kran (presiding). Without objection, it is so ordered. 
(The testimony referred to is as follows :) 


Mr. DeWinp. On your tax returns—well, first of all, do you have any ob 
jection to a disenssion here of any matters taken from your tax returns? 

Mr. Cavcpre. No, sir. Mr. Oliphant called me and said that you all had 
requested my returns, and asked if I had any objection, and I told him none, 
and to give them to him. 

. * * * * * o 

Mr. DeWinp. You said that Mr. Oliphant called you about the tax returns? 

Mr. Cavupie. Well, he talked to me about several things, about two or three 
things, and he stated, and he said-—and he did not say this committee—but 
it had been requested that my tax returns be furnished, and he said, “I know 
you have no objection.” 

And I said, “I have none.” 

Mr. DeWinp. What was the occasion of his asking whether you had any 
objection 

Mr. Caupte. The conversation was just simply something that came up, and 
{ don’t know, and he told me, we talked about two or three things, about 
two or three cases, and I know we talked about the Allen Beckman case, out in 
Oregon, 

Mr. DeWrxp. Did that have anything to do with this? 

Mr. CaupiLe. Sir, with what? 

Mr. DeWiINnb. With the question of your tax returns. 

Mr. Caup.Le, No, sir. 

Mir. De Winn. It was unrelated? 

Mr. Caupier. It was in the same conversation: and that was the case where 
the grand jury failed to return a bill of indictment, and Mr. Dunlap got in 
touch with my office and said that he would like for us to return that indictment, 
and we would try to get another indictment, because we felt like the people 
were guilty. And we sent it out there to them, and the grand jury would not 
return a bill of indietment 
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And so I sent Mr. Jock Lockett out to present the case to the grand jury, 
which he did, and they returned—it was a new grand jury, and they returned 
a true bill in 30 minutes, and he came home. He was going to go out there 
and try it. 

Mr. DeWinp. Mr. Oliphant called you about that case, did he? 

Mr. Cavupie. I can't remember his conversation, but he had two or three things, 
and we discussed the Allen Beckman case, and I could have brought it up 
myself, to advise him what I did. But we discussed two or three things, and 
we talked to each other very frequently. 

Mr. DeWiNv. In this conversation, whether it was the main purpose of the 
eall or a minor purpose, he brought up the question of your tax returns? 

Mr. Cavup.e. It was just an incidental thing, and he told me, and he said, 
“The committee has requested your tax returns.” 

And I said, “I certainly have no objection to it.” 

Mr. DeWINb. Did you have any further discussion about the matter with 
Oliphant? 

Mr. CaupLe. No, sir. It was just, I said “I have no objection to it what- 
soever. 

Mr. Surrey. Had you known about it before Mr. Oliphant spoke to you 
about it? 

Mr. CaupLe. No, sir; I did not, sir. 

Mr. Byrnes. There is another matter, Mr. Oliphant, that we dealt 
with yesterday, and I don't think we got as complete a story as pos- 
sibly the record should show, and that relates to the Teitelbaum- 
Simon case. I believe the record shows that on July 26, shortly after 
your conversation with Mr. Grunewald, you asked Mr. Schwartz to 
return those cases to your desk. Is that correct ? 

Mr. Oureuanr. As I recall, the record shows that I talked to Mr. 
Grunewald on the 23d and that [I called Mr. Sehwartz on the 25th. 
I was then temporarily at the Treasury, and my own records will 
show at what time they got on my desk. 

Mr. Byrnes. Anyway, on or about that time in fairly close sequence 
you asked Mr. Schwartz to return the file to you ¢ 

Mr. Ourpuanr. That is correct. 

Mr. Byrnes. At that time you were also acquainted with the fact 
that Mr. Schwartz had made an administrative decision as far as the 
handling of those cases was concerned ¢ 

Mr. Ourrenanr. That is correct. 

Mr. Byrnes. Now, as 1 understood, you told this committee vester- 
day that you wanted the files on your desk because you wanted to go 
over them and look at them. Is that correct ¢ 

Mr. Outrnanr. That is correct. 

Mr. Byrnes. Did you in fact go over those files of those two cases ¢ 

Mr. Ouienanr. As [ stated vesterday, my best recollection is that 
I wanted to look at the files just like | wanted the files in lots of other 
cases. I did not have an opportunity to do that and turned them 
over to Mr. Campbell 2 or 3 days later and told him to look into them. 

Mr. Byrnes. You turned them over to Mr. Campbell on July 30, 
did you not ¢ 

Mr. Ourrnantr. That is correct. 

Mr. Byrnes. Do you have confidence in Mr. Schwartz’ ability / 

Mr. Oureuanr. I do. 

Mr. Byrnes, When you asked for the files to be returned to you in 
the first instance, it was because you wanted to look at them yourself; 
is that what I understand ¢ 

Mr. Ourenantr. When I asked that the files be put on my desk. 

Mr. Byrnes. And vet vou did not look at them; is that your 
testimony ¢ 
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Mr. Ovreuanrt. I did not get that done. 

Mr. Byrnes. So you turned them over to Mr. Campbell? 

Mr. Ouieuanr. That is correct. 

Mr. Byrnes. You considered that Mr. Campbell was better able to 
make an administrative decision than Schwartz 

Mr. Oureuanr. No; I wouldn’t. Mr. Campbell is the head of the 
Penal Division and was in my office when I gave him the file. 

Mr. Byrnes. Why did you give it to him rather than return them 
to the man who had been working on them? 

Mr. Oureuant. If Mr. Schwartz had been in my office, 1 would have 
given them to him. 

Mr. Byrnes. You just gave them to whoever came along at that 
time ¢ 

Mr. Outeuant. I give them to whoever is the responsible official in 

particular division in my office. I have done that time and time 
again. 

Mr. Byrnes. Since the case had been studied and had been gone over 
and an administrative decision arrived at, why did you turn it over 
to another person for another administrative decision or to look it 
over again / 

Mr. Ouirpnanr. [ have just stated my best recollection and that is 
supported only by notes that the case went to Mr. Campbell from me 
per conversat ion. 

Mr. Byrnes. Yet you do not know what that conversation was or 
what the understanding was. 

Mr. Ourenant. There is in the record, T believe, a notation that Mr. 
Campbell turned these cases over to Mr. Schwartz particularly to see 
if they were racketeers. 

Mr. Byrnes. So it went back to Mr. Schwartz anyway ? 

Mr. Ouieuanr. That is correct. 

Mr. Byrnes. Now can you give any explanation at all as to why 
these things were done? I think we know what was done. The 
record seems to be pretty clear as to what was done, where they 
went, and who had them. But why were these things done as they 
were done in this case? 

Mr. Ouirnanr. Which things are you talking about ? 

Mr. Byrnes. Overruling an administrative decision of Mr. 
Schwartz's in the first instance, bringing it to your desk so you could 
look at it and not looking at it, and then turning it over to a third 
party, Mr. Campbell, and his not looking at it but turning it back 
over to Mr. Schwartz. That seems to me to be a rather circuitous 
route for one thing when the same individual had already made a 
decision in the first instance as far as what his position was in the 
case. Now why did those things happen ? 

Mr. Ourenanr. | certainly had no thought of imnaviiinn anybody. 

Mr. Byrnes. But you did overrule him; did you not? 

Mr. Ourruanr. The facts as shown are that I did on the record. 

Mr. Byrnes. But vou have no explanation as to why that was done / 

Mr. Ouieuanr. I have stated that I asked for the files to be put 
on my desk. The reason for it I cannot recall. I can speculate; I 
cannot recall. But my reason for my turning them over to Mr. Camp- 
bell was not in any sense to ov errule Mr. Schwartz. He was in my 
office, and several cases were turned over to Mr. Campbell. 
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Mr. Byrnes. The process that you went through had the effect of 
overruling him, did it not? 

Mr. Ourenanr. As it finally turned out, of course. 

Mr. Byrnes. That is all. Mr. Kean. 

Mr. Kean. Mr. DeWind. 

Mr. DeWrnv. Mr. Oliphant, yesterday you mentioned having 
lunches on occasion with Mr. Grunewald at his office. 

Mr. Oxienant. That is correct. 

Mr. DeWrnpv. Did you have a number of such lunches? 

Mr. Ourrenantr. That is correct. 

Mr. DeWinp. At those lunches were other people present ? 

Mr. Ourenanr. I think that Commissioner Schoeneman was with 
us sometime. 

Mr. DeWinp. Do you recall any other people attending those 
lunches ¢ 

Mr. Ourenant. Offhand I do not recall. 

Mr. DeWrxp. You have no recollection of meeting anybody else 
with Grunewald at lunch at his office ¢ 

Mr. Ourrnant. I don’t have any independent recollection of meet- 
ing anybody else at the times I had lunch with Mr. Grunewald in 
his office. 

Mr. DeWrnp. Did you ever meet other people through Mr. Grune- 
wald—people outside the Government, I mean ? 

Mr. Ouvreuant. At the lunch which I recall at the Willard I met 
Mr. Levy. 

Mr. DeWrnp. That was in connection with the job application that 
you mentioned yesterday ¢ 

Mr. Ourenanr. There were two things with respect to meeting 
Mr. Levy. There was the Klein case, and he also said that he had a 
young boy just out of school that he would like for me to look over 
if there was an opportunity for him to be placed. 

Mr. DeWrxp. Was Mr. Levy representing Klein; is that it? 

Mr. Ouirnant. My entire understanding with respect to any con- 
versations that I had with respect to the Klein case was persons talk- 
ing to me were authorized representatives of the party of the original 
inquiry. 

Mr. DeWinp. What do you mean by that, Mr. Oliphant ? 

Mr. Ourenant. The first information that I had with respect to 
the Klein case—you want to know how I first got into the Klein case ; 
is that correct ¢ 

Mr. DeWinp. Well, I started out by saying Mr. Levy represents 
the taxpayer. 

Mr. Oureuant. I said in answer to that as to anybody that asked 
me about the Klein case it was my understanding that the party who 
had inquired as to the Klein case——— 

Mr. DeWrnp. Who was the party that had inquired as to the Klein 
case? 

Mr. Ourenant. Senator Bridges. 

Mr. DeWrnp. It was your impression that anybody you talked to 
about the Klein case thereafter was speaking on behalf of a Senator; 
is that it? 

Mr. Ourrmant. Was speaking on behalf of the Senator’s inquiry 
into the case. I have stated before that I regard any senatorial or 
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congressional inquiry as an inquiry that should be followed up. 
There have been lots of cases. 

Mr. DeWixp. Did Mr. Grunewald state that he represented the 
Senator in connection with the Klein case? 

Mr. Ourrenant. My telephone conversations will refer to it. 

Mr. DeWinp. I beg your pardon ? 

Mr. Ourruanr. My telephone conversations will show it. As a 
matter of fact, as [ recall it, when he first spoke to me about it, he 
said that he was speaking to me on behalf of the Senator. 

Mr. DeWinp. That is, Mr. Grunewald said that to you? 

Mr. Ouivuanr. That is correct. 

Mr. DeWinvo. Did Mr. Levy tell you the same thing? 

Mr. Outrnanr. I don't recall that he did. 

Mr. DeWinvo. But you met with Mr. Levy and Mr. Grunewald 
and discussed the Klein case at lunch / 

Mr. Outreuanr. We were having lunch at the Willard, and Mr. 
Levy said something about the Klein case—what it was now, I do not 
recall—and then there was some discussion about the fact that he 
wanted to know, he said he had a boy that was just out of law school 
who would like to have some training. I said I would look into it 
and, if it merited, I would see what I could do budgetwise. 

Mr. DeWinp. What was the nature of the interest that Mr. Grune- 
wald or the Senator had in the Klein case ? 

Mr. Ouirnanr. Do you want a detailed explanation’ Let me put 
it this way. The Bureau people had made a jeopardy assessment 
against Klein. ‘hey had made that assessment on the basis of seeing 
him purchase a steamship ticket or something. This is as I reeall it. 
The point is that on a jeopardy assessment you do not have the right 
to Paper’ pavment of your taxes until after a determination has been 
made by the Tax Court; namely, they can in some cases go in and just 
- you up. At the same time it was my understanding that Klein 

as in fact purchasing a round-trip vacation ticket to Bermuda, and 
io itor Br idges stated that there obvieus sly was a difference here, he 
did not want anything done that was not correct but that they ought 
to be able to get together and settle their difference. 

That conversation was in the Commissioner’s office, to which I was 
invited by the Commissioner, and it was also attended by the Assist- 
ant Commissioner, and my records show that the case was again turned 
over to me. 

Mr. DeWinp. How did Mr. Grunewald get into the picture ? 

Mr. Ourenantr. From the best of my recollection, he had told me 
that he was helping Senator Bridges on this matter. 

Mr. Kean. Did Senator Bridges tell you that Mr. Grunewald was 
representing him? 

Mr. Ourenantr. T doubt that he ever—he may have told me directly ; 
Tdo not know. Ihave a telephone record which indicates the matter. 

Mr. Kran. If anyone came in to see you and said that he was repre- 
senting me or Congressman King or Congressman Byrnes in looking 
into a certain case, would you just have taken it as a fact without 
checking back and calling the Senator or the Congressman and ask- 
ing, “Is this man really representing you in trying to get informa- 
tion about a case?” Beeause that was the only right that I think a 
Senator or a Congressman would have about a case. He has no right 
to influence a case. 
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Mr. Ouienanr. I do not recall that Mr. Grunewald was trying to 
get any particular information about the merits of the case. 

Mr. Kran. What was he trying to do—influence you on it? 

Mr. Ouienant. No, sir. He was merely trying to follow up the 
original proposal of Senator Bridges that in some way this case should 
be settled. As you know, the civil procedures in our settlement work, 
the rate is very high, and Senator Bridges said there ought to be some 
way these two things could be brought together and settlement reached. 

Mr. DeWinxv. When Grunewald first talked to you about the case, 
did he indicate he was already familiar with the problems involved 
in the earlier discussion you had had in the Commissoner’s office with 
the Senator? 

Mr. Ouipuanr. Not that I reeall. I would state my recollection 
that Mr. Grunewald advised me whom he was appearing for. 

Mr. DeWinp. I beg your pardon ? 

Mr. Ouirnanr. Whom he was talking for. 

Mr. DeWixp. Was the taxpayer represented by anybody ? 

Mr. Ouienant. [ don’t know who the taxpayer was represented by. 

Mr. DeWinp. The taxpayer did not attend these conferences and 
no person representing the taxpayer ¢ 

Mr. Outrnant. I have never seen the taxpayer. 

Mr. DeWrnp. Have you met anybody else through Mr. Grunewald 
in connection with any tax cases ¢ 

Mr. Ourenanr. IT have never met anybody else through Mr. Grune- 
wald representing taxpayers. Mr. Grunewald has arranged appoint- 
ments for various people to see me, jobs mostly, what do you pay, 
where; and in going over my notations there is a brief reference to a 
conversation that T had with Mr. Grunewald as to procedure in the 
matter of Patullo Modes, which, Mr. Grunewald and I discussed, a few 
lines devoted to pre wedure, 

I should of Course add that. with respect to my seeing’ Helperin, 
I did see Mr. Heiperin. What our discussion was [ cannot recall 
But, from the notations that I have of a call from Mr. Grunewald, 
it also was a procedural question that was discussed. 

Mr. Kran. By the way. Mr. Oliphant, when you lunched with Mr. 
Grunewald, which vou said you did about once a week or so, who 
picked up the check ? 

Mr. Ourprantr. Mr. Grunewald paid the check. 

Mr. Kran. He always paid the check? 

Mr. OurpHanr. Yes. 

Mr. Kean. Normally, when friends go to lunch and there is no 

ulterior purpose or business reason for a man wishing to have lunch 
with a certain person, they will alternate on checks; one day it will 
be picked up by one gentleman and the other day by the other. It 
seems to me that. if he always picked up the check, it rather showed 
that he expected to get some benefit out of the lunches he had with 
you. 
“ Mr. Onrenanr. T would say, Mr. Kean, that T have known Mr. 
Grunewald very well for a good many years; and. with respect 
to who pays the check. I attend lots of lunches in Washington where 
somebody else paid the check. 

Mr. DeWrwp. At one time Mr. Grunewald took some interest in 
the matter of getting the salary for vour job increased: did he not ? 

Mr. Ourenant. There is a telephone conversation, and he certainly 
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did. This was a time, well, what do you get, do you get this or do 
you get that? 

Mr. DeW inp. What was his role in that matter? 

Mr. Ovienant. It was entirely in terms of friendship, of course. 

Mr. DeWinp. I know, but what was he doing? 

Mr. Oureuant. There were several people who were seeing what 
they could do to help with respect to the grades. 

Mr. DeWinp. What was Mr. Grunewald trying to do? 

Mr. Outenant. I don’t recall offhand. Let me refer to my tele- 
phone. He is asking me whether or not mine was a statutory provi- 
sion under the then statute of executives, and I said “No; it could 
be one of the 25 they provided for in higher grades.” I said the 
Secretary wanted it done, and they wanted two jobs for the two classi- 
fications out of the 25, Mr. Lynch’s and myself. 

Mr. DeWrnp. I can understand that, but I do not recall whether 
the matter of the salary from that job could be raised from the $10,300 
classification at that time to a higher classification. I will not sug- 
gest that should not be done. Personally, I think it should have been 
done. But what did Mr. Grunewald have to do with it ¢ 

Mr. Oureunant. As I say, his inquiry, it could be done, or some- 
thing like that. Do you want me to read the conversation verbatim ? 

Mr. DeWinp. Apparently some fragment of an earlier discussion 
or a later discussion. 

Mr. Ourpuant. As I said, Mr. DeWind, there were several people. 
First, the bill provided for set amounts above $15,000, which included 
Assistant Secretaries and others. Then there was legislation which 
provided for classification of jobs from $15,000 or $14,000, as T recall 
it, on down. A group of only 25 would be eligible under civil service 
for the 25. 

Mr. DeWtnp. I understand it was a question of getting the chief 
counsel's job into one of those 25? 

Mr. Ourenanr. That is correct. 

Mr. DeWrnp. Now, what did Grunewald think he could do to help 
the matter? 

Mr. Oureuant. He didn’t tell me. 

Mr. Kean. Who made the decision with reference to these 25 people 
who had the higher pay? Where was the decision made? 

Mr. Ourenant. The decision was made on the merits in the Civil 
Service Commission. 

Mr. Kean. By whom? Who made the decision? Was it the head 
of the Civil Service? Was it the President or the Secretary of the 
Treasury ? 

Mr. Ovrenant. As I understand it, it was from Civil Service, 
recommendations directly to the President. 

Mr. Kean. They make it to the President, and the President is 
the one who makes the final decision ¢ 

Mr. Ouirnant. I am just trying to check my memory. 

Mr. Kran. Technically, I mean. Probably the President would 
not actually know. 

Mr. Ourenant. The work was all done in Civil Service. 

Mr. DeWinpv. Apparently, in trying to get this classification 
through, Mr. Grunewald felt he could be of some help. Did he not 
tell you that? 
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Mr. Ouirnanr. Not that I recall. The implication of course would 
be that he thought he would be able to be of some help. The answer 
to your question is “No.” 

Mr. DeW np. Did he not ever discuss it with you further? 

Mr. Ovienantr. We may have had casual discussions about it. I 
do not recall any. I should say that is not merely because I don’t 
have my notes here, but I do not recall any further discussion as to 
whether I would be able to enter this category with Mr. Grunewald. 

Mr. Kran. Mr. Oliphant, you say this final decision on this was 
made actually in the White House? 

Mr. Outenant. I will have to say this: I will have to say that, as I 
understand the mechanics—and it is again my understanding of the 
mechanics, because 1 didn’t know until the classifications came out— 
the mechanics were Civil Service and the White House action was 
pro forma. 

Mr. Kran. But Civil Service would not recommend except tech- 
nically, would not make a decision on this; it would be either the 
White House or the Secretary of the Treasury or one of the Under 
Secretaries. 

I want to say in passing that I agree with Mr. DeWind that the 
of chief counsel was entitled to that amount of money, but what, 

want to know is what influence could Mr. Grunewald have had 
with increasing salary, whether it was the White House or the See- 
retary of the Treasury or one of the Assistant Secretaries who made 
the recommendation by which he could have influenced them to raise 
the pay. Mr. Grunewald had no official position, and the only thing 
I know about Mr. Grunewald’s connection with the administration 
was what I read in the press today: that he made a contribution to 
the Democratic National Committee. 

Mr. Ouirnant. My answer to your question, Mr. Kean, is that I 
don’t know what influence he had. 

Mr. Kean. He never told you? 

Mr. OuirnHantr: No, sir: or whether any of these jobs could be 
affected by any sort of influence of any kind in the sense that there 
is something wrong. As I understand it, these cases were all gone 
over on the merits by the Civil Service Commission. The reason I 
recall that is because there were two or three of my oflice who were 
graded higher than the other assistant general counsel in the Treas- 
ury. It seemed to me they were doing the job they were supposed 
to do. 

Mr. Kean. All Mr. Grunewald said, then, was that he thought he 
could help you and did not tell you how. You never discussed with 
him and he never discussed with you how he could help you, whom 
he knew, that he could talk to? He did not tell whom 4 knew that 
he could talk to that might help you? 

Mr. Oureuanr. He did not even tell me he could help me. 

Mr. Kean. I understood in the conversation that he probably 
had told you that he could help you, because after you had the ap- 
pointment you had this conversation that we started to talk about, 
about the fact that the appointment had gone through. As I gather 
from that, he was very happy and you were happy about it. 

Mr. Oureuant. I can’t say I was happy at that time because I 
don’t recall that the grades came out. I believe the first time I knew 
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it was when these grades came out. I will read you the conversation 
verbatim, if that is what you wish. 

Mr. Kean. I think so; yes. I think it ought to go in the record. 

Mr. Oureuanr (reading) : 

November , 1949, telephone call from Henry Grunewald re pay raise: 

(). Is your position a statutory position as far as grading is concerned ? 

A. It is a statutory position, but covered under the act. 

That obviously means not covered under the act. 

(). If the President wanted to do it, he couldn't? 

A. It would have to be 1 of the 25. 

Q). Then he could do it? 

A. Sure. That is what the Secretary wants to do. 

The 2 he wants to get in the 25 are Lynch and myself. 

Mr. Kran. Who was it that said, “Sure. That is what the Secre- 
tary wants to do”? 

Mr. Otieuanr. I said that. 

Mr. Kean. In other words, you knew that the Secretary was in 
favor of increasing your pay and that of Mr. Lynch? 

Mr. Ourruanr. That is correct. At the time the so-called statutory 
jobs were set up, there was some discussion then. There was some 
discussion then, the way it was in draft form, and so on, and so forth, 
whether Mr. Lynch’s job and mine could not be brought in. 

Mr. Kean. So evidently Mr. Grunewald in no way could have influ- 
enced the Secret: ry, could not have he ‘Iped vou with the Secret: iry, 
because the Secretary had already decided that he wanted you to get 
more pay. So the only place that he could have put the influence 
was higher up, on the White House. 

Mr. Ourenant. I wouldn’t say that is a correct inference. I just 
have given you the telephone conversation. As T said, T assumed that 
the Secretary was interested in Mr. Lynch and myself getting into 
this grade. And this is all during this formative period that the 
Secretary wanted me in the grade. 

Mr. Kean. Sothat anything Mr. Grunewald could have done would 
not be with the Secretary. It must have been somewhere else. And, 
as the final decisions were in the White House, it must have been in 
the White House that he thought he could do something. 

Mr. Ourenantr. My whole conception of this thing: He didn’t say 
he was going to do anything. 

Mr. Kran. Why did he ask you about it, then, all the details as to 
what grade it was. and whether it would be 1 of the 25. and so forth? 
Tt was a technical question. It was not just a question of “My good 
friend Mr. Oliphant, you are going to get a raise in pay”; and you 
say “No.” But he asked you technical questions, showing he wanted 
some action on it. 

Mr. Ourenanr. All I can say on that is that I would assume he 
would have asked other friends where they stood on this. 

This is sort of friendly and not any more than that, just friendly 
concern. In answer on that, the conversation itself shows that he 
was not familiar with the technicalities of getting into this particular 
grade. 

Mr. Kean. The committee will stand adjourned until 1:30 

Mr. Oliphant, will you be back ? 

Mr. Oureuanr. Yes, sir. 
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(Whereupon, at 12:08 p. m., a recess was taken until 1:50 p. m. 
this same day.) 
AFTERNOON SESSION 


(The hearing was resumed at 2:10 p. mn, Upon the expiration of 
the recess.) 

Mr. DeWinv. Mr. Oliphant, there has been testimony here that at 
one time you made an airplane trip to Florida with a number of peo- 
ple in a plane belonging to Mr. Troy Whitehead. Is that a fact‘ 

Mr. Ourenanr. That's correct. 

Mr. DeWinp. Can you state the time that this trip took place / 

Mr. Outruanr. L was invited on a fishing trip by Mr. Lamar Cau- 
dle. As I recall it, we left Washington in the afternoon of January 
22 or 23 and flew in a plane, the owner of which at that time I don’t 
believe I knew. Mr. Caudle merely remarked that he had a friend 
who would fly us down. 

We stayed all night in, I believe, Charlotte, got up early the next 
morning, and I met Mr. Troy Whitehead at the ship, and we proceeded 
to, I believe, Miami. 

Mr. DeWinp. Was that the first time you had ever met Mr. White- 
head ? 

Mr. Ourpnanr. That’s correct. 

Mr. DeWinp. Did you know at that time that there was a tax fraud 
investigation pending against Whitehead / 

Mr. Outeuanr. T did not. 

Mr. DeWinp. Did Mr. Caudle mention that fact in any way?’ 

Mr. Ouieuanr. He did not. 

Mr. DeWtxp. Where did you stay in Charlotte the night you spent 
there / 

Mr. Ouiruanr. Some hotel there. 

Mr. DeWinxp. And then you and Mr. Caudle, Mr. Whitehead, and 
some others, flew on down to Florida? 

Mr. Ouieuantr. That's correct. 

Mr. DeWinp. I believe it has been testified that at sometime during 
that trip you stayed at an apartment hotel belonging to a Mr. Lou 
Pollock ¢ 

Mr. Ourrnanr. That's correct. 

Mr. DeWinp. Was Mr. Pollock a friend of Mr. Caudle’s? 

Mr. Ourenanr. He apparently was. As I recall it, we spent 2 
nights in West Palm Beach in an apartment hotel. 

Mr. DeWinv. Well, did you know whose guest you were at the 
apartment ? 

Mr. Ourenanr. [ was invited on the fishing trip by Mr. Caudle. 

Mr. DeWinp. You viewed yourself as his guest during the entire 
trip? 

Mr. Ourenanr. I would so assume; yes. 

Mr. DeWinpv. Had you ever met Mr. Lou Pollock before? 

Mr. Ourenant. [ had not met Mr. Pollock. 

Mr. DeWinp. But you did meet him while you were staying at his 
hotel in West Palm Beach ? 

Mr. Oureuant. For the 2 nights which T believe we stayed, T met 
Mr. Pollock then. 

Mr. DeWinp. That was January of 1948? Ts that correct ? 
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Mr. Ourenanr. That was January of 1948. 

Mr. DeWixp. What was the next time you saw or heard from 
Mr. Whitehead ¢ 

Mr. Ourenantr. I was down on a fishing trip on the Chesapeake 
Bay. 
Pardon me. I ran into him briefly, and I mean just that, at the 
time of the inaugural, which then would be in 1949. 

Mr. DeWrnp. Well, prior to that time, had you not, in October 
of 1948, had a call from Mr. Whitehead and a call from Mr. Caudle 
concerning Mr. Whitehead’s tax case? 

Mr. Ovrenant. In 1948? 

Mr. DeWinp. Yes; in October of 1948. 

Mr. Ouirnanr. My logs show that on June 4, 1948, I had a call 
from Mr. Caudle, in which he said that Mr. Whitehead had liens 
on his property for taxes. He was trying to get an RFC loan. He 
had been to see the collector in Greensboro, and the only person in 
Washington who could release any liens in order to get the RFC loan— 
in my notes it is shown as Shoulders, but I am sure it was Commis- 
sioner Schoeneman. He said he had a letter from Whitehead, and 
I suggested he send the letter, the correspondence. over to us. I 
further had correspondence—this is with respect to Mr. Troy White- 
head. And I would like to, if I can, keep these straight. This is 
with respect to the White Tex Mills, a corporation, as 1 understand 
it, owned by Mr. Whitehead. 

Mr. DeWrnp. I see. This relates to the RFC loan application of 
White Tex Mills? 

Mr. Orienant. That’s correct. 

Mr. DeWrnp. Let me leave that for a moment, if I may. In Oc- 
tober of 1948, didn’t Mr. Caudle and Mr. Whitehead call you about a 
different tax matter. Do you recall that Mr. Whitehead, after speak- 
ing to Mr. Caudle on the telephone, called you and said that some 
deputy collectors were at his plant with notices of seizure under liens? 

Mr. Otirnanr. On October 21, 1948. And this has reference to 
the Whitehead Machinery Co. Mr. Whitehead said that deputies 
were there to seize the company for nonpayment of additional taxes 
of $44,000. 

Mr. DeWinv. Now, at that time did he tell vou that he had spoken 
to Mr. Caudle? 

Mr. Ouiruanr. I do not recall that he had. 

Mr. DeWinv. Well, Mr. Caudle had telephoned you, had he not? 

Mr. Ourenant. Not at that time. 

Mr. DeWinp. In any event, Mr. Whitehead called you and said 
deputy collectors were there to seize his plant ? 

Mr. Oxurenant. For the nonpayment of taxes of the Whitehead 
Machinery Co. of $44,000. 

Mr. DeWinv. Now. did you tell Mr. 

Mr. Ourreuantr. That he had arranged to sell his own house and 
could raise the money by November 1; that the deputies said they 
had orders to seize the property that day, but did consent to do noth- 
ing until Mr. Whitehead had talked to me. I asked Mr. A. H. Cross, 
who is the Deputy Commissioner in charge of Accounts and Collee- 
tions and the regular person through whom collectors’ dealings would 
go, to come up to my office. 

Mr. Cross called the collector, and this is about the conversation. 
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Mr. Cross called Collector Robertson, who said his intent was to 
safeguard his account, not put Whitehead out of business; that his 
men were to go in there, take possession, but let Whitehead run the 
business, only seeing that he did not dispose of his machinery, et 
cetera, or put a ch: ittel mortgage on it, 

Mr. Robertson said that it seemed to him that this was the only 
way to get the money. 

Mr. DeWixp. Did you then call Mr. Whitehead back and speak 
to him about the matter again / 

Mr. Ouienant. I did not then directly call him back. 

Mr. DeWinv. Well, didn’t you call Mr. Whitehead back? And he 
objected to the posting of notices of seizure, and you said you would 
speak to the collector again and call him back? 

Mr. Ourenanr. The next call that I made was to Mr. Harold Lane, 
who was at that time assistant head of the Intelligence Unit. I may 
say this is a preface with respect to handling any case like that, 
whether there is a fraud or not. I would like to state that I am 
demonstrating the reasonable handling of this case, that it was han- 
dled just in ¢ -hannels like everything else. 

Mr. DeWinp.°Mr. Oliphant, may I interrupt you a minute’ T am 
sorry. But isn’t it a fact that before you spoke to Mr. Lane to find 
out whether there was a fraud investigation going on, you had called 
Whitehead back, and Whitehead had told you ‘that he objected to 
the posting of the notices of seizure, and you told him that you would 
talk to the collector again and let him know ? 

Mr. Oureuan'r. The next call 1 put in was to Mr. Lane. The col- 
lector must have said something to the effect that regardless of the 
Troy Whitehead Machinery Co. there was some sort of a fraud charge 
with respect to Mr. Troy Whitehead personally. I then called Mr. 
Whitehead back and explained that Whitehead would be allowed to 
do business as usual, ie to the check by the deputies. But Mr. 
Whitehead said as soon as the signs were put up on the door he was 
out of business, because the whole town would look down on him, et 
cetera. 

Mr. Whitehead said his building was worth $350,000 to $450,000, 
with a mortgage of only $75,000 on it. “Mr. Oliphant promised to 

talk to the collector again that afternoon,” and at my request the 
deputies were asked if the ‘y could wait until after I had talked to the 
collectors. I should point out that liens, as opposed to what you do 
after you put a lien on—that liens on this property had been filed sev- 
eral months before. 

Mr. DeWinpv. Then this matter didn’t relate to the liens but to the 
notices of seizure under the liens ¢ 

Mr. Ouienant. That is correct. I would like to develop that, if I 
may. 

I then had a repeat telephone call from Mr. Harold Lane. Pardon 
me. 

On my first telephone call to Mr. Lane of the Intelligence Unit, he 
merely stated he had a request for a jacket on Troy Whitehead indi- 
vidually on June 25, 1949. Allegations of black-market transactions 
for 1941 to 1946, inclusive ; that was all the extent of their record. On 
October 21, 1948, after I had advised Mr. Whitehead that we wanted 
to have a chance to talk to the collector again, who lived in Greensboro, 





[S54 INTERNAL REVENUE INVESTIGATION 


and not in Charlotte, here is my verbatim conversation with Mr. 
Harold Lane: 

Our agents haven't done anything on this case. Today— 
that is, October 21— 
Whitehead has been filing returns and 
He owes the Government over $200,000. 


the deputies are seizing the property. 
not paying any taxes, 
That was the conversation that Mr. Lane gave me. 

I said, “840,000. Do they have anything on him now?” 


Mr. Lane. No. Not other than alleged black-market activities, some signed 
letters, and some anonymous. 

[ want to make the distinetion there that the special agents have 
what they call a preliminary jacket, where they may have some real 
indication of something that may be wrong. They also may have 
preliminary jackets, and in most of those cases it is where the agent 
has been in on the case. They also have jackets where they get anony- 
mous letters and stick them in the file and go to work on them when 
they ean. 

My conversation, to repeat: 

$40,000. Do they have anything on him now? 


No. Not other than alleged) black-imuarket 
nnd some anonymous, They haven't started the investigation. 


activities, some signed letters, 
They— 


meaning Mr. Whitehead— 


He sells cotton mill machinery and is build- 


have bought and sold cotton mills 
The deputy thinks 


ing a mill of his own in Puerto Rico costing a million dollars. 
they should get something from here before he leaves. 

OcipHaNnt. You have only a preliminary jacket? 

LANE. Yes, 

Then, from my office, with Mr. Al Cross—and Mr. Leming, who is 
the technician on procedures—Mr, Cross first called Mr. Robertson. 
I then had a somewhat lengthy conversation with the collector. 

Mr. DeWixp. Mr. Oliphant, was the gist of that talk you had with 
the collector that he felt that the seizure should go through and that 
Mr. Troy Whitehead had never kept prior agreements in connection 
with paying the tax, and he was afraid that if they didn’t seize the 
plant they might lose the property’ Was that the gist of what Rob- 
ertson said ? 

Mr. OuirHantr. Something to that effect. That’s correct. That 
is about the gist of it. 

Mr. DeWinp. And then did you suggest despite that, that he ought 
to enter into an agreement to remove the notices of seizure and take 
an agreement from Whitehead to pay the taxes within a few weeks / 

Mr. Ouieuantr. The answer to your question is “No.” I want to 
point out, just to be sure what we are talking about: Liens were of 
record. As to what we do after liens in distress cases, to protect our 
money, or where we know we can get our money: We have regular 
procedures for them. 

At that time, Mr. Leming—and, of course, whatever Mr. Leming 
does, of course, is my responsibility—Mr. Leming talked to the col- 
lector and suggested that they might be able to get up a written agree- 
ment from Mr. Whitehead to allow the deputy collector to stay in the 
office, that he would not dispose of anything except in the regular 
course of business, and the collector agreed not to put up any notice, 
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any notice of tax lien, notice for the period up to November 1, which 
is the time when Mr.—when the company, through Mr. Whitehead, 
said they could pay this amount. That is on October 21 of 1945—pay 
it by November 1. Then there would be no possible damage suit 
against the collector. If, on November 1, the money was not paid, 
that collector could formally seize the property and sell it for taxes. 

Mr. Leming also suggested—TI am not putting any blame on anybody, 
because there is nothing that I know that is blameful in this proceed- 
ings at all. This is routine. 

Mr. Leming also suggested that if the notice was already put up, he 
could take it down. if Whitehead signs such agreement, until the end 
of the agreed time. 

It says here Mr. Robertson agreed to try the plan. I would assume 
that he probably did. 

Mr. DeWinxv. Mr. Oliphant, I am sorry to interrupt you, but what I 
wanted to get at was this: Didn’t you overcome Collector Robertson's 
objections? Tle said he didn’t want to take any more agreements, that 
Whitehead never kept his promises. And then you and Mr. Leming 
prevailed on him to accept an agreement to pay the taxes, in exchange 
for which the notices of seizure would be taken down. 

Mr. Ourrnanr. The regular man in charge of the work of the col- 
lectors was at this conference. 

Mr. DeWinxp. Could you answer that question just directly? Did 
you and Mr. Leming prevail over Robertson’s objections to have him 
take an agreement and remove the notices of seizure ¢ 

Mr. Oureuanr. 1 don't know how you say prevailed over the col- 
lector. These are routine matters of what vou do when there is a 
distress situation or where the money will be forthcoming in any 
given time. 

Mr. DeWinp. Can't you be a little more responsive, Mr. Oliphant ¢ 
What I was asking vou: Didn't vou overcome Robertson's objections to 
that proceslure 

Mr. Ourwnanr. | would not say that 1 overeame Mr. Robertson’s 
objections. TL would say that the Bureau in the handling of this 
case suggested that Mr. Whitehead go see—take his lawyer and go 
from Charlotte to Greensboro and talk to the collector about this 
plan. The fact is that the plan was put into effect the next day. 

Mr. DeWinp. Yes. And vou overcame the collector's objections 
to it. 

Mr. Ouiruanr. | would not say that I overcame the collector's ob- 
jections. 

Mr. DeWinp. At a later date, when you were talking with Mr. 
Caudle about another Whitehead matter, vou made this remark: “1 
don't want to rub Robertson the wrong way.” And Caudle said to you, 
“Have you ever?” to which vou replied: “Yes; 1 did on the other.” 

Mr. Oureuanr. That is just casual conversation, 

Mr. DeWixp. Well, vou didn’t prevail upon him. You just rubbed 
him the wrong way / 

Mr. Ouirnanr. May | proceed with the pattern of the handling of 
this matter / 

Mr. DeWinxp. Let me put it this way, Mr. Oliphant. 

Why didn’t you just tell Mr. Whitehead, “Go on over and see the 
collector.” and then drop the thing right there ? 
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Mr. OniteHant. I don’t know that we would have gotten our mone 
out of this case had we said that. What I did was get in touch wit 
the man in the Bureau who is responsible for handling these kinds of 
things, and the technician who has time and time again worked on 
problems of this type involving all classes of taxpayers, convicts or 
anybody else. 

Mr. DeW inp. But then Mr. Robertson reported on: 

“Look,” he said in effect, “this man Whitehead’s promises are no 
ceood. He never keeps them.” And it was that time, I gather, when 
you rubbed him the wrong way, and you and Mr. Cross and Mr, Lem- 
ing together got him to take this agreement. 

Mr. Ourrnanr. I can give you the recital, Mr. DeWind. I am not 
trying to avoid your question. Iam saying that this case was handled 
in the routine way that thousands of cases are handled, that namely, 
and as the situation was here—— 

Mr. DeWrxp. Did you frequently call collectors of internal revenue 
and over their objections ask them to take agreements from the tax- 
payer and take down notices of seizure ¢ 

Mr. Ourenant. When you are talking about my having rubbed the 
taxpayer the wrong way 

Mr. DeWrnp. Those are your words. 

Mr. Ourenanr. If they are my words, it is the editorial “we’ 
something like that. 

Mr. DeWinp. The editorial “I” perhaps. 

Mr. Oureuanr. The editorial “I”; pardon me. 

I am only trying to demonstrate that, regardless of who had made 
this inquiry, the results flowing for the Bureau of Internal Revenue 
were more advantageous. Because, after this agreement was entered 
into, Mr. Whitehead came in on, I believe, the date of November 10, 
and paid the tax bill in full. And that was for some $40,000. I 
should add, and the Bureau representatives will corroborate, that, 
when Mr. Lane referred to a tax bill of some $200,000 and T said, 
“No; $40,000,” it can be demonstrated, I believe, with a proper inquiry 
of the collector and the assistant collector, that there was no bill out- 
standing against Mr. Troy Whitehead at this time. 

Mr. Kean. Mr. Oliphant, was it customary for the Department in 
Washington to override the decision of a loeal collector in such 
matters ¢ 

Mr. Ourenanr. Mr. Kean, I wouldn't say that it was overriding. 
It is customary; it is a custom and has happened thousands of times 
for the Bureau in Washington to work out a means by which the 
taxes can be collected. And, of course, that’s our primary job. There 
are scores of these kinds of cases, bankruptcies, receivers. 

Mr. Kran. Well, the removal of the signs from the door, which 
was what Mr. Whitehead evidently wanted—was it customary for 
your Department to override the decisions of the local collectors and 
ask them not to put signs on the door? 

Mr. Ouvipnant. I could say on that, Mr. Kean, that back through 
the years it has been done time and time again, the point being that 
no len was released until the money was paid in full. 

Mr. Byrnes. I think we understand that you were not talking 
about liens here. We are talking about notices of seizure. 

Mr. Ourenant. Yes, sir. 


> or 
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Mr. Byrnes. Let us keep it to that. Everybody admits that the 
lien was put on and the lien wasn’t released, but the matter of posting 
the seizure is the thing that Mr. Whitehead called you about, is it 
not ? 

Mr. Ouienant. That's right. 

Mr. Byrnes. That is all this discussion is about. 

Now, in answer to Mr. Kean, you said that you are called upon 
very often to work out matters of payment where there is a problem 
in getting collection. 

Mr. Ourpuanr. And also momentarily, sometimes, by telephone. 

Mr. Byrnes. Now, is that done at the request of the collectors 
or at the request of the taxpayer? 

Mr. Ovrenanr. However it may come in. If it comes in from the 
taxpayers, again, as I say, we try to protect the money due us the 
best we can. 

Mr. Byrnes. Isn't that the collector’s first responsibility? The 
collection ¢ 

Mr. Ourenant. That's correct. 

Mr. Byrnes. Right. Now, if the collector has worked out some 
arrangement that he feels is the most advisable method for making 
collections, do you still take over the case just when any taxpayer 
calls you and says, “I don’t like the way the collector down here is 
trying to collect these taxes”? 

Mr. Ourenant. In this particular case, 1 believe—will you forgive 
me for just a moment ¢ 

In this particular case, in the course of the conversation which Mr. 
DeWind summarized a few moments ago, being October 21, 1948, a 
telephone call to Mr. Robertson and Mr. MecKeithan, in which Mr, 
Cross and Mr. Leming, the man that handles the collector’s work, and 
the man who is the expert on devising plans to protect the revenue, 
were there, and I will quote—— 

Mr. Byrnes. They were at the conference ? 

Mr. Ourpfranr. ‘This is the telephone call I am referring to which 
Mr. DeWind summarized a moment ago. 

Mr. Byrnes. I don’t think that is what I am talking about. I am 
talking about the first telephone call in this matter. As I understand 
it, it came from Whitehead. 

Mr. Ourenant. That's correct, sir. 

Mr. Byrnes. All right. So let us stay right there. 

Now, do you people, on the request of a taxpayer, interject your- 
selves into the picture where a collector has determined what he feels 
is the best way to collect the taxes? 

Mr. Ourenanr. We well do. And that was done in just this case. 

Mr. Byrnes. In other words, if I get in tax trouble and I think that 
the collector is getting too severe, then the thing for me to do is to 
go down and call you, and you fellows will work out something more 
agreeable to me / 

Mr. Ourenanr. No: Mr. Byrnes. 

Mr. Byrnes. That is what you are doing here. 

Mr. Oureuanr. No: I am using this case as an exact illustration of 
the principle of which I am speaking; namely, that we are often called 
on both by taxpavers and by the collector. 
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Mr. Byrnes. Well, I would expect that you would be called upon 
by the collectors. I think that is probably one of the reasons you are 
in the picture, so that vou can give the collectors some help. 

But, if the collector feels he can do the job himself, he devises a 
scheme, and he is not satisfied with having a lien stand there, and he 
believes he has to seize the thing, and he believes that is the best way 
to collect the tax, | am wondering why you people intervene in the 
case just ona telephone call from the taxpayer. 

Mr. Ouiruanr. May I read part of this telephone conversation in 
this particular case ¢ 

Mr. Byrnes. Sure. 

Mr. Onipnanr (reading) : 

Mr. Robertson said Whitehead owed him two accounts, one the Troy White- 


head Machinery Co. in Charlotte and the other a cotton mill in Raeford, that 
he had tried to get Whitehead in to discuss the matter and had finally succeeded, 


Iam just verifving that it was the same call. 

Mr. Byrnes. Take your time. I just wanted to find out what you do. 

Mr. Ourrnanr. And that he had finally sueceeded. These are on 
the same day; these telephone calls are. 

Mr. Byrnes. The machinery really got speeded up, did it not / 

Mr. Oturnanr. In any case where the Government may feel it is 
better to delay selling machinery, selling machinery or any other item, 
we try our best to— 

Mr. Byrnes. Let us stick with the facts of this case. 

As T understand it, Robertson told you they never had any intention 
of selling the machinery right then. 

Mr. Ovrenanr. Robertson said Whitehead had owed him two ae- 
counts—one this machinery company in Charlotte and the other a 
cotton mill in Raeford; that he had tried to get Whitehead in to discuss 
the matter and had finally succeeded; that Whitehead agreed the 
collector should take the property and hold it and let Whitehead 
operate it, this arrangement to continue until the account was paid; but 
that yesterday Whitehead had phoned him he could get the money by 
November 1 and that he (the collector) was afraid that Whitehead 
might try to put a chattel mortgage on the machinery, which would 
be ahead of any lien, especially in North Carolina. 

The collector said he had just been advised—the collector said this— 
he had just been advised that his plan to take over but let Whitehead 
operate was illegal. The collector in this very case that same day had 
proposed a plan, which he was later advised, in Greensboro and not in 
Washington, was illegal. The plan that was adopted was legal. The 
plan that was adopted resulted in the Government’s getting its money, 
which is what we are after, between the period of October 21 and 
November 10. 

Mr. Byrnes. The collector never called you, though, and sought 
advice on how to handle this matter, did he? 

Mr. Otirnanr. In this particular matter, no; but collectors all 
vround the country have called us as to how to handle particular 
situations. 

Mr. Byrnes. Oh, sure. I know about that. You must get a lot of 
calls. Tam talking about this case. 

Mr. Outirnanr. This particular type of situation. 

Mr. Byrnes. But in this one he did not, did he? 
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Mr. Ouirnanr. Not in this specific case. 

Mr. Byrnes. The person who called you was the taxpayer, was it 

t? 

Mr. OuireHanr. That is correct, sir. 

Mr. Byrnes. So immediately the wheels really started turning. 

Mr. Ourenanr. Any other legitimate inquiry, whether it is the tax- 
payer or whether it is anybody else, we try to do what we properly can, 

Mr. Byrnes. They certainly turned a lot faster here to take care of 
this guy Whitehead than they did to take care of the Government in 
the Washington Beef & Trust, it would seem to me. 

That is all. 

Mr. DeWixp. Mr. Oliphant, do you recall that in September of this 
year Mr. Whitehead called you on the telephone ¢ 

Mr. Onuirenanr. That’s correct. 

Mr. DeWinv. And had this conversation with vou [reading] : 

In trouble again. They moved in and are taking over my business and 
putting me out of business. Talked to Fidel, but he said it was out of his 
hands, and with Gill. We have been working on the thing for a year. They 
Were supposed to wait for my auditor to make a report. I starred to buy a 
hangar, and they thought I was going to leave the country and clamped down 
on it. They have three boys in my oflice—put me out of business. My auditor 
says it looks like $40,000 to $60,000 for 1943, 1944, and 1945. They have as- 
sessed] $320,000 against me 

OLIPHANT. What did Gill say? 

WHITEHEAD. See him in 2 or 3 days. 

OLIPHANT. Why don’t you wait and see what Gill says and then call me* 

Wuereneap. I think if someone spoke a good word for me it might help him 
make up his mind. 

OLIPHANT. I think it would be better the other way 


Mr. Ourenantr. Do you want to read the rest of the conversation ¢ 


Mr. DeWinp. All right. 


OLIPHANT. | think it would be better the other way. 

WHITEHEAD. You think so’ 

OurpHant. Yes. The three men aren't interfering with business, are ther? 

Writrneap.- Yes. They have seized my bank account so everyone thought 
they wouldn't get paid and quit. So we are out of business effective last week. 

OLIPHANT. When vou talk to Gill’ 

Wurirenekap. The day before yesterday? 

OLIPHANT. L would give him a call on Monday and see what he says and then 
you give me a call 

WHttreneap. All right 

Mr. OuieHantr. What is your question with respect to that ¢ 

Mr. DeWrnp. Is Gill the collector down there now / 

Mr. Ourpnant. Mr. Gill is the collector of internal revenue. 

Mr. DeWinp. Well, isn’t your September 1951 treatment in sharp 
contrast with your 149 treatment ¢ 

Mr. Ouran. T was putting this taxpayer in the hands of the man 
who had the bill there. 

Mr. DeWinp. Well. that was the situation back in 1948, in October 
of 1948. He was in Mr. Robertson’s hands. and he was taken out. 
but in 1951 he is in Mr. Gill's hands and vou leave him there. Isn't 
that the best way to handle that kind of thing, generally speaking ? 

Mr. Ouipnant. To turn every inquiry over to a collector? 

Mr. DeWrnp. Well, that is his business. He is bonded. He is 
the man responsible, isn’t he? 

Mr. Ourpuant. That’s correct. 
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Mr. DeWinv. Either you have faith in your collector or you don’t 
have faith in your collector, but it is his job as long as he is there, it 
would seem to me. 

Mr. Ouireuanr. Well, I think this telephone conversation speaks 
for itself; and that is that I think if someone spoke a good word for 
me, it might help him make up his mind. I think it would be better 
to do it the other way. I am merely being courteous in my conver- 
sation. In that way | was turning him over to Mr. Gill. 

Mr. DeWrnp. I think your answer in September 1951 was entirely 
proper and correct. 

Well, now, did you tell Mr. Cross and Mr. Leming when you had 
this 1948 call that you were a friend of Whitehead’s and had been 
flying in his plane with him and had been entertained by him? 

Mr. Outruanr. I told them that I was a friend of Mr. Whitehead’s. 

Mr. DeW inv. Well, did you disqualify yourself from the matter ¢ 

Mr. Ottrnanr. I did not there. The statement of the case is that an 
emergency situation arose, as it often arises. Whether, if the collector 
had seized and sold the property at that moment we could get our 
$44,000, I don’t know. But I do know that within the period of Octo- 
ber 22 to November 10, the money was paid to the Government. 

Mr. DeWinv. The point was, though, that the collector, Robertson, 
was afraid that in that period, based on his past experience with 
Whitehead, some lien or chattel mortgage would get ahead of the 
Government. 

Mr. Ovieuant. That is correct. 

Mr. DeWinxp. And would leave the Government without the prop- 
erty to enforce the tax claim. Now, you didn’t know one way or an- 
other whether that was true or not true, but nevertheless, you prevailed 
on Robertson, rubbing him the wrong way. 

Mr. Onirnanr. | think if you would refer to the terms of the 
official file, it will show the terms of the agreement, and I think if 
you will discuss the matter with Special Agent Latham, it will show 
that they couldn't put a chattel mortgage on. 

Mr. DeWinv. Well, let me leave that, Mr. Oliphant. 

So far in your testimony, I think we have it that the people who 
had tax cases pending before the Department, that had entertained 
you in airplane rides and one thing and another, included Mr. Poncet 
Davis. You said in that case you just disqualified yourself. And 
Mr. Edwin Pauley, who had a pending tax case, I think you said. 

Mr. Ourrianr. Ido not know that he at that time had a pending tax 
case, 

Mr. DeWinp. Oh, it may have arisen later? 

Mr. Oureuanr. That is correct. 

Mr. DeWinp. And you don’t know. Now, did anybody else with 
pending tax cases or investigations ever take you on any trips? 

Mr. Ouiruanr. Ever take me on any trips 

Mr. DeWtnp. Yes. 

Mr. Ourreuanr. I do not recall. 

Mr. DeWinxp. Well, do you recall a trip you made in a private rail- 
road car to a football game ¢ 

Mr. Oviruanr. That is correct. 

Mr. DeWinp. Now, who provided that party? 

Mr. Ouirnanr. LT have no way of knowing who provided that party, 
who provided the transportation to a football game in Philadelphia. 
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After the game, we went down to the hotel in Philadelphia, where 
some of us had met to eat, and I was there introduced to Mr. McBride. 

Mr. DeWinv. What is Mr. McBride’s first name ¢ 

Mr. Ouienanr. Now, I don’t recall, but it was the Mr. McBride who 
owned the—pardon me. The story, and I am just reconstructing: His 
son was alleged to own the Continental Press. 

Mr. DeWtnp. Is that the Continental Wire Service? 

Mr. Ourenanr. That is correct. I shook hands with Mr. McBride 
and left him. I don’t know of my own knowledge that we had a case 
pending on the Continental Wire Service or Continental Press, be- 
cause we don’t know unless we go down each one of the racketeers and 
of course I don’t carry that in my head; but we don’t know whether 
we have criminal cases unless there is some particular inquiry about 
them; or civil eases. I mean, my office wouldn’t know or I wouldn't 
know. And I don’t know that the Penal Division of my oflice knows 
so today. I associated the name with the wire service. 

Mr. DeWrnp. Well, did you get the impression at that time that this 
wrivate railroad car that had been provided to bring you from Wash- 
ington had been provided by Mr. McBride ?¢ 

Mr. Ourenanr. No, I did not. I did not know. I did not get that 
impression. I can say I do not know; I did not get that impression. 
Tam relating what happened. After the football game, we came back 
down to the hotel to pick up our coats and our hats, and I was then 
introduced to Mr. MeBride. And I left town then as soon as I could. 

Mr. Kean. How about before the football game’ You were here in 
Washington, and you were thinking about going to a football game ? 

Mr. Ourenanr. That’s right. 

Mr. Kean. How did you happen to get on that private car? 

Mr. Ouienanr. Well, it was a whole group going to a football game. 

Mr. Kean. Did not somebody invite you You could not walk 
into a private car without having somebody invite you. 

Mr. Ouieyanr. On that case I was invited by Walter Gallagher, 
as I recall it. 

Mr. Kane. By whom? 

Mr. Ourenant. By Walter Gallagher, a Washington attorney. 

Just as on other trips I have been on, there were a good many—— 

Mr. Kran. He invited you several days ahead? How about the 
tickets for the game / 

Mr. Ovrenanr. They were provided, 

Mr. Kean. They were provided. Mr. Walter Gallagher called you 
up on the phone and said, “Would vou like to go to a football game? 
I have the tickets for it, and I have got a private car,” or “you can 
go ona private car, which will leave at such and such a time from the 
Union Station”? Was that the story ? 

Mr. Ourenanr. The story is that Mr. Gallagher asked me to go 
with a bunch of other people to a football game in Philadelphia. That 
is correct. 

Mr. Byrnes. Did he say that he was going to be the host, that he 
was throwing the party ¢ 

Mr. Ouirnanr. No, I didn’t get that impression at all. 

There were others that were going, and I presume they may have 
been called by others. IT don’t know. 

Mr. Byrnes. You did not know who really was your host ? 

Mr. Ouipnanr. That's correct. 
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Mr. Byrnes. And you did not care? 

Mr. Oureuanr. I didn’t care? I hope that I live a normal happy 
life. I do not stop before I am invited on a trip with friends and ask 
whether there is something wrong with each one of them, or any one 
of them, so that I should go. This was a casual invitation to go on a 
football trip. 

Mr. Byrnes. Well, this was an expense-paid trip up to a football 
game, Was it not‘ 

Mr. Ouienanr. It is in my case. 

Mr. Byrnes. Somebody was paying the bill? 

Mr. Oureuanr. That's correct. 

Mr. Byrnes. That is a little different than just meeting with some 
friends and going to a football game, is it not ? 

Mr. Outrrnanr. I wouldn't say so. 

Mr. Byrnes. You do not think so? 

Mr. Ourrenanr. No, I do not. 

Mr. Byrnes. You do not think it makes any difference that some- 
body is paying all of your expenses? You don't think that might 
create any kind of an obligation at all ¢ 

Mr. Ourenanr. If I knew who would—well, let me say this: If 
I knew that there was something wrong, say. with this person, and 
that the expenses were paid by that person, I probably wouldn't go. 
I wouldn't Oo. 

Mr. Byrnes. But did you not even inquire as to who was paying 
the expenses: did you?’ 

Mr. Oureuanr. I did not. 

Mr. Byrnes. Did you ever inquire / 

Mr. Ouirnanr. I did not, sir. 

Mr. Byrnes. Soeven tothis day vou do not know / 

Mr. Outrenantr. This was going up to see a football game, in which 
lots of my friends were going. 

Mr. Byrnes. You just assumed if they thought it was all right, it 
must be all right for you? 

Mr. Ourruanr. No, as Tsay. I have never stopped to inquire, unless 
there was something obviously that I should not do—I have never 
inade it a practice of stopping to inquire as to anybody who might 
be going fishing in Chesapeake Bay or going up to a football game. 

Mr. Byrnes. In other words, in spite of your position as chief 
counsel, and with all of the authority that you apparently had down 
there to change the course of events in the Department, you still do 
not think that it made any difference as to who you became obligated 
to or who paid your bills or who invited you up for a day’s expense 
trip fora football game and back? That did not make any difference 
who was footing those bills ¢ 

Mr. Outrreuanr. In cases where it would appear to me that IT should 
not go. | just didn't go. 

Mr. Byrnes. Well, was it the type of event that you would not go 
tof Or was it the circumstances under which you would go that 
would determine that fact ¢ 

Mr. Ouirnant. Generally, it would be the circumstances. 

Mr. Byrnes. That is what I am talking about. 

Mr. Ourruanr. That’s right. 

Mr. Byrnes. The circumstances of accepting this gratuity without 
even knowing who was extending it. 
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Mr. Ourenanr. You see, Mr. Byrnes, it seems to me that in no mat- 
ter what position you are, you have friends and people that you 
associate with. 

Mr. Byrnes. Right. 

Mr. Ouipnanr. And that the alternative to that as far as public 
oflice goes, it seems to me, is to go home every night after work and 
just stay there. 

Mr. Byrnes. Well, I trust that that is not the only alternative, and 
1 do not think that is a fair conclusion for anybody to draw, and 1 
certainly hope that nobody will as a result of the questions of this 
committee or any members of the committee. But the question of 
whether or not you might at least find out who is paying the bills 
and be that concerned, I think is an entirely different matter. Yet, 
in this case, you never made any inquiry, as far as this trip was 
concerned, as to who paid the bills, and as I understand it, you did 
that on other occasions. 

Mr. Ourenanr. That’s correct. My statement was that if the cir- 
cumstances were such that they would give me pause, 1 just wouldn't 
Lo. 
Mr. Kean. Mr. Oliphant, when you go toa party, generally, do you 
not usually, out of common politeness, try to find out who the host ts, 
so that, at the end of the party, you can stop in and thank the host or 
hostess for the party / 

Mr. Ourenanr. Well, I usually presume from the person that asked 
me that there is nothing wrong with my going. 

Mr. Kran. Lam not talking about anything being wrong. But just 
out of common courtesy and general practices of polite society, you 
generally seek out the host or the hostess and say. “good bye” to them 
and “thank you for having a nice time” and yet here you took this 
man’s food and probably drink and probably transportation, and you 
never tried tothank him for it. It seems to me unusual. 

Mr. Ourruanr. In this particular instance, we are speaking of, I 
was invited to go by Walter Gallagher. I profusely thanked him for 
the trip. 

Mr. Kean. You thanked him but not the host ? 

Mr. Ourenanr. I don’t know who the host was. 

Mr. DeWinp. Was Mr. Gallagher counsel to McBride or any of the 
McBride interests / 

Mr. Ourrnanr. I don’t know. Not to my knowledge. 

Mr. DeWrtnp. Did the Bureau have a pending investigation of Mr. 
McBride, the Continental Wire Service ? 

Mr. Ourenanr. If so, I didn’t know it. IT say IT would assume we 
might have, in view of the developments on the Continental Wire 
case. 

Mr. DeWinp. Didn't vou know when you met McBride, “Now, 
here is a man that we probably have an investigation against in con- 
necton with the Continental Wire Service?” 

Mr. Ourenanr. Well, I don’t know what T knew at that time. 

Mr. DeWrnp. In fact, when you met McBride, were you not dis- 
turbed to find yourself meeting McBride? 

Mr. Ouieuanr. It gave me pause. And I went from there directly 
to the train. 

Mr. DeWrnp. It did give you pause at that moment, when you met 


McBride? 
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Mr. Oureuanr. That’s correct. I have no knowledge of who was 
giving the party. I accepted my host’s invitation and thanked him 
profusely for it. 

Mr. DeWinp. Mr. Chairman, I have no more questions. 

Chairman King. Mr. Byrnes will inquire. 

Mr. Byrnes. Were you down in Florida, Mr. Oliphant, either in 
late February or early March of this year? 

Mr. Oureuant. I was in Florida in March of this vear. 

Mr. Byrnes. Can you give us the circumst:nces of that? Was it 
just a vacation? Or what was the situation there ? 

Mr. Ourrenant. I had gone to Florida on official business. I re- 
turned from Florida, as I have testified—oflicial business. I believe 
that the day was 1 day that I charged to official business, 1 or 2 days. 
I then spent a few more days in Florida and returned, as I testified this 
morning, with Mr. Davis. 

Mr. Byrnes. Did you meet Mr. Finnegan on that trip? 

Mr. Oureuanr. I met Mr. Finnegan on that tr ip. That's correct. 

Mr. Byrnes. Who else was with you on the trip? 

Mr. Ourenant. I must correct that and say that that was in Febru- 
ary that I was down there. 

Mr. Byrnes. Who else was with you / 

Mr. Ouieuanr. Nobody. 

Mr. Byrnes. Did you spend any time with M-». binnegan ? 

Mr. Ouieuant. I took one ride in a car with Mr. Finnegan and one 
ride in a boat with Mr. Finnegan. 

Mr. Byrnes. Did you attend the races with Mr. Finnegan ? 

Mr. Oureuant. I did not. And in neither of those instances was | 
invited by Mr. Finnegan. 

Mr. Byrnes. Who invited you on the ows trip?! 

Mr. Ourenantr. With respect to the automebile ride, Commissioner 
Schoeneman wanted to visit friends in he Beach; and also friends 
in another house in Palm Beach. 

Mr. Byrnes. So he invited you and Mr. Finnegan to go with him? 
Is that it? 

Mr. Ourenanr. That would be the conclusion; ves. 

Mr. Byrnes. What about the boat trip?! 

Mr. Ourenant. The boat trip consisted of a run from the Miami 
docks to Fort Lauderdale and then a return. I was invited on that 
boat trip by former Ambassador Robert Butler. 

Mr. Byrnes. You said you were down there about 3 or 4 days on 
that occasion, in Florida? 

Mr. Ouiruant. As I recall it, the work on the case was a day or so, 
and then I spent some much needed resting down there. 

Mr. Byrnes. That was in February of 1951 ¢ 

Mr. Oureuant. That’s correct. 

Mr. Byrnes. Now, you had testified that you attended the Kentucky 
Derby some years ago, 2 or 3 years ago, with Mr. Pauley. Did you 
attend the Kentucky Derby this year? 

Mr. Oureuant. I did. 

Mr. Byrnes. How did you go to the Derby? 

Mr. Outenanr. I flew to the Derby. 

Mr. Byrnes. With whom? 

Mr. Oureuanrt. I believe it was with Mr. Pauley. That is the best 
of my recollection. 
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Mr. Byrnes. Who else went with you? 

Mr. OurpHanr. Well, there again, it was a mixed group of people. 

Mr. Byrnes. On the plane / 

Mr. Ouvrenant. On the plane. That’s right. 

Mr. Byrnes. You flew down in Mr. Pauley’s plane, and you flew 
back in Mr. Pauley’s plane? 

Mr. Outenanr. I think I flew back in Mr. Davis’ plane. 

Mr. Byrnes. Who did you stay with in Louisville 

Mr. Ouipnanr. I had a room in the Kentucky Hotel. I shared a 
room in the Kentucky Hotel. 

Mr. Byrnes. Whom did you share it with? 

Mr. Ouienanr. With Commissioner Schoeneman. 

Mr. Byrnes. Was that an expense-paid trip ‘ 

Mr. Ouienant. It was an expense-paid trip except as to giving Mr. 
Davis the money for my part of the room and payment of my own 
meals when we weren't invited out as guests at somebody's house or 
something like that. 

Mr. Byrnes. Who paid for the tickets to the clubhouse, or to the 
track ¢ 

Mr. Ourenanr. I do not know. 

Mr. Byrnes. You don’t know ¢ 

Mr. Ouieuanr. | do not know. 

Mr. Byrnes. Who gave them to you?) Who turned them over to 
you? 

Mr. Ourpnanr. On the day we went to the Derby? Mr. Davis 
handed me the tickets. 

Mr. Byrnes. You do not know whether he paid for them or not, 
whether he bought them or not ¢ 

Mr. Oureuantr. No; I do not. 

*. Byrnes. Or where he got them? 
* Otreuant. No; I do not. I do not recall; 1 should say that. 
That is the best of my recollection. 

Mr. Byrnes. Did you also attend the world series this year / 

Mr. Ourpuanr. I did. 

Mr. Byrnes. How did you go up and back for that trip? 

Mr. OuieHant. I flew up with Mr. Davis and flew back commercial. 

Mr. Byrnes. You flew Rock with whom? 

Mr. Ouieuanr. Commercial. 

Mr. Byrnes. Where did you stay on that occasion ? 

Mr. OxvipHant. I stayed at the Waldorf Astoria. 

Mr. Byrnes. Did you stay alone, or were you with somebody ? 

Mr. Ouipuanr. I stayed alone, except that Mr. Davis and Mrs. 
Davis were also staying there. 

Mr. Byrnes. Who paid for your bill at that time? 

Mr. Ouienanr. I paid Mrs. Davis for the night that I was there. 

Mr. Byrnes. Well, on these trips like this that Mr. Davis would 
pay the hotel bill on, would he register in and get the room and then 
pay for the room and then bill you later or what ‘ 

Mr. Otwtrnanr. The world series trip the room was registered in my 
name, and I returned on an emergency by commercial plane. 

Mr. Byrnes. No; but I mean you said you always paid Mr. Davis. 
I was wondering who checked out. 

Mr. Otrenant. Well, I wouldn’t know. We would be leaving in 
a hurry or something, or somebody would take care of checking out. 
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Mr. Byrnes. You would see Mr. Davis later, and he would tell you 
how much you should pay him? Is that it? 

Mr. Ouran. No, sir. I would pay him before I left. 

Mr. Byrnes. Would he present the hotel bill to you, and then you 
would pay it, or how did that transaction work ? 

Mr. Ourenanr. No; I would just give him $20 or $25 or whatever 
he thought the part was. 

Mr. Byrnes. I see. Whatever he suggested. 

Mr. Oureu ant. Or whatever I figured the part was. 

Mr. Byrnes. But it was never on a dollars-and-cents basis? 

Mr. Ouvrenanr. It was always in terms of the complete bill—a com- 
plete certificate. 

Mr. Byrnes. You would get the bill and check into what you owed 
on the bill? 

Mr. Ourenantr. No. What I meant it was always a complete dollar 
bill. It was not in terms of cents at all. 

Mr. Byrnes. It did not have any reference either to the exact amount 
that was actually charged for the room that you oceupied ¢ 

Mr. Ouirnanr. No. 

Mr. Byrnes. Or the service charged to that room / 

Mr. Otrenanr. That’s correct. 

Mr. Byrnes. Who paid for the tickets to the game? 

Mr. Outrnanr. I paid myself for the tickets to the game. 

Mr. Byrnes. Did you go out and buy the tickets yourself or did Mr. 
Davis? 

Mr. Ovirnanr. In that instance Mr. Davis had the tickets, and I 
paid him for my ticket. IT recall well because I was not able to see all 
of the wames. 

Mr. Byrnes. How many games did you see? 

Mr. Ovrenanr. One. 

Mr. Byrnes. Did you also this vear—1951—attend the Robinson 
fight ? 

Mr. Ourrnantr. That’s correct. 

Mr. Byrnes. Whom did you attend that with? 

Mr. Ovirnanr. With Mr. Davis. 

Mr. Byrnes. How did you get up to the fight? 

Mr. Ourenanr. I flew up to the fight with Mr. Davis. 

Mr. Byrnes. And flew back with him? 

Mr. Ovirenant. T believe so, yes. I am trying to recall now. 

Mr. Byrnes. Where did you stay on that occasion? 

Mr. Oureuanr. I believe that we stayed at the Sherry-Netherland, 
or the hotel across from the Plaza Hotel in New York. 

Mr. Byrnes. Who was with you on that occasion besides Mr. Davis? 

Mr. Ouirnantr. Mr. Davis had also invited Mr. Caudle. 

Mr. Byrnes. Mr. Caudle? 

Mr. Ourenant. That’s correct. 

Mr. Byrnes. Anybody else? 

Mr. Ourenanr. No, sir. 

Mr. Byrnes. You are sure there was nobody else in the Govern- 
ment service in any capacity there? 

Mr. Ourenant. That’s right. 

Mr. Byrnes. And you are sure that is the case as to the world 
series ? 
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Mr. Ourrnanr. As I recall it. ves. 

Mr. Byrxes. Who paid for the fight tickets / 

Mr. Ourrenanr. I did not pay for the fight tickets. And as I re- 
call it. Mr. Davis said that he didn’t pay for them either, that there 
Wis somebody that couldn't go. 

Mr. Byrnes. In that case, do T understand that vou shared the 
cost as to who should pay the hotel bill in this instance, the same as 
you did in the other instances ? You paid it to Mr. Davis, and he 
paid the bill, and you reimbursed him ¢ 

Mr. Ourpuanr. That's fight. He might be staying on longer than 
I, and I would pay my part. Or if we were going out together, I 
would pay him part. 

Mr. Byrnes. But did you not come back with him in this case 

Mr. OuiIrHAN?T. In the world series ense ¢ 

Mr. Byrnes. No: Tam talking about the Robinson fight now. 

Mr. Ourenanr. Teame back with him. that’s right. as I best recall it. 

Mr. Byrnes. But still he checked out, paid the bill, and then you 
reimbursed him afterward ? 

Mr. Ouran. That’s correct. 

Mr. Byrnes. Did vou attend any other of the big national fune- 
tions this year? 

Mr. Oureuanr. I went to the Belmont Stakes. 

Mr. Byrnes. Whom did you go tothat with ¢ 

Mr. Ourpuanr. I went to the Belmont Stakes with Mr. Davis. 

Mr. Byrnes. And where did vou stay on that occasion ¢ 

Mr. Ourrnantr. My best belief is that I stayed at the Waldorf. 

Mr. Byrnes. Was anybody else there with you and Mr. Davis? 

Mr. Ourpuanr. Not that I recall. 

Mr. Byrnes. You do not remember anybody being with you except 
the two of vou! At the Belmont / 

Mr. Ourpuantr. That's right. That is all that I reeall. 

Mr. Byrnes. How did you go up? Did you fly up again‘ 

Mr. Oureuanr. That's correct. 

Mr. Byrnes. And flew back again / 

Mr. Onuipuanr. That's correct. 

Mr. Byrnes. In Mr. Davis’ plane? 

Mr. Ouieuanr. That's correct. 

Mr. Byrnes. Were there any other expense-paid trips that you 
have taken in this last vear¢ 

Mr. Ourpuanr. I don’t recall any others. 

Mr. Byrnes. You did not voto the Mardi Gras? 

Mr. Ourpuant. 1 have never been fortunate enough to go to the 
Mardi Gras. 

Mr. Byrnes. I figured you worked in a pretty good schedule in 
1951. IT was just wondering whether we could hit a thousand percent 
or not. 

Chairman Kine. Mr. Kean / 

Mr. Kran. Mr. Poncet Davis was the Mr. Davis you spoke about ? 

Mr. Ourrpuanr. Mr. Poncet Davis. 

Mr. Kean. You mentioned his name yesterday. He was an inti- 
mate friend ¢ 

Mr. Oureuantr. He was the man who was an intimate, fine friend 
of mine, and still is, and as you recall, I testified that he later had tax 
difficulties or told me about them. 


/ 
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I just wanted to get the point in. I disqualified myself. 

Mr. Kran. But he was a comparatively wealthy man, Mr. Davis 
was! He had private planes, you say / 

Mr. Ouren ant. He had a private plane. 

Mr. Kean. And was comparatively wealthy in comparison with 
you as a Government servant / 

Mr. Oureuant. I am sure he must have more money than I, as a 
Government servant. 

Mr. Kean. And yet when you went on trips with him, you asked 
him how much the tab was, and you felt that you ought to pay your 
share ¢ 

Mr. Ovrenant. Of the hotel bills; that is right. 

Mr. Kean. And yet you testified this morning that when you went 
out with Mr. Grunewald, you let him pay all the bills, and you went 
out with him on a comparatively friendly basis for lunch, and you 
never asked to pay the tab. Mr. Grunewald always paid the tab. 

Mr. Ouienanr. I wouldn't say I never asked to. Lots of times 
I would try to pick up the lunch check after he had paid another 
lunch check, and was crowded back. 

As I say, I do not recall—— 

Mr. Kean. You do not recall that you ever picked up the lunch 
check ? 

Mr. Oureuantr. I may well have on some occasions. 

Mr. Kean. As far as Mr. Poncet Davis was concerned, to me, as 
the normal way, it shows you were good friends, personal friends, 
as you say you were. But the behavior from the Grunewald point of 
view seems entirely different, to my point of view. 

Mr. Outenantr. In the case of Mr. Davis, I was being very scru- 
pulous as far as any financial matters were concerned, ultra seru- 
pulous. I would agree with you, sir, that in the situation that I de- 
scribed as to Mr. Davis, ordinarily somebody—he would pay the hotel 
bill. 

Mr. Kean. Yes; but you would try to pick up the check. You 
would offer to do it, and you did it from time to time. 

Mr. Ovren ant. I was referring to your saying it was more normal— 
I believe [ may have the question mixed up. 

Which was it you said was more normal ? 

Mr. Kean. I think your behavior with Mr. Poncet Davis was nor- 
mal, in the way that friends would do. 

Mr. Ourenant. Well, let me make it perfectly clear. Mr. Henry 
(irunewald has been a friend of mine for a long time. 

Mr. Kean. Yes. You testified so. 

Mr. Ouienant. That’s right. And as far as I know, there is noth- 
ing wrong with Mr. Grunewald. The question that was raised in 
my mind was when he asked me not to tell anybody, not to neces- 
sarily tell somebody that he inquired as to that case to me. It may 
be just a twisting of one man’s sort of imagination, but in the case of 
Mr. Davis, where it was in our office, and I had disqualified myself, 
and I would go around with him, I just felt like I ought to try to 
pay my hotel bill. That’s all. That’s all. It is just one’s reaction 
to one situation. 

Mr. Byrnes. Mr. Oliphant, going now to another area, what about 
the receipt of gifts from people in tax difliculty or potential tax dif- 
ficulty or representing taxpayers ? 
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I think you have already testified that you received two gifts from 
Congressman Morrison. Can you give us any other instances? I 
believe that you have also indicated, or it has been stated some place, 
that you received a camera, one of the Finnegan cameras or some- 
thing. The Lithofold people? Is that it? 

Mr. OvieHant. No; the statement was that Jim Finnegan—and 
this as before the difficulties in March—had called me and said he 
had a camera for me for Christmas and that it would be sent to me. 

I did not know that it was a camera coming from Mr. Blauner. 
On just reading the newspapers, apparently it was. The only point 
of my making this point is that I told what the facts were to anybody 
that ever asked me about it. My own wife hadn’t really noticed 
anything about it until it was in the paper a couple of weeks ago, 
maybe 3 weeks ago, and then she told me, “Why, you got that right 
after the first of the year.” And now I am somewhat embarrassed 
by saying, of course, it would be a Christmas present, even though it 
was after the first of the year. But those are the facts on that. 

Mr. Byrnes. Who said it to you? 

Mr. Ovreuant. My wife. 

Mr. Byrnes. No; who sent it to you? 

Mr. Ovrewant. Mr. Finnegan said that Mr. Cecil Green would 
deliver it to me. 

Mr. Byrnes. And who is Mr. Cecil Green ? 

Mr. Ourenant. Mr. Cecil Green, as I understand it, represents vari- 
ous outfits in town. I have read in the papers, of course, since that 
he represents Mr. R. Blauner. 

Mr. Byrnes. Well, did he deliver it to you in person ¢ 

Mr. OureHant. That’s correct. 

Mr. Byrnes. What did he tell you at the time? 

Mr. Oureuant. He just said, “Here is the camera we were talking 
about.” 

Mr. Byrnes. He said what ? 

Mr. Ovrenant. He said, “Here is the camera.” 

Mr. Byrnes. The camera ¢ 

Mr. Ourenant. Yes; “Here is the camera,” or words to that effect. 
He did not identify the camera as being from anybody. 

Mr. Byrnes. Did you ask him at the time what it was all about‘ 

Mr. OureHant. I must have asked him, “Is this the Finnegan 
camera?” or something to that effect. Because, as I say, I did not 
know. 

Mr. Byrnes. Do you not remember what you said to him at that 
time? That was this year. 

Mr. OureuHant. Well, that’s my best recollection, that I said, “Is 
this the camera Jim was talking about?’ And he must have said, 
“Yes,” something like that. 

Mr. Byrnes. That was all? 

Mr. Ovrenant. Oh, we sat around and took a couple of pictures 
with it. He showed me how to operate it, which I still haven’t really 
solved. 

Mr. Byrnes. Well, did you ever ask Mr. Finnegan what it was all 
about, when he said you were going to get a camera ? 

Mr. Ovienantr. No; I didn’t. He had told me that he had a camera 
for me for Christmas. 
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Mr. Byrnes. That he had one himself ? 

Mr. Oureuant. That’s correct, sir. 

Mr. Byrnes. So that you really assumed it was a camera from 
Finnegan himself ¢ 

Mr. Oureuant. That’s correct, sir. 

Mr. Byrnes. Had you ever exchanged gifts with Finnegan ‘ 

Mr. Oureuanr. That's correct, sir. 

Mr. Byrnes. You had? 

Mr. Onureuant. That’s correct. In addition to that, he has been 
in Washington and has berrowed my car, driven it away over the 
week ends, and items like that. 

Mr. Byrnes. Was not Mr. Finnegan under examination by the 
Bureau sometime before this / 

Mr. Oxvipnant. T know nothing about any serious difficulty with 
respect to Mr. Finnegan, until March of this vear. 

Mr. Byrnes. That was after vou got this camera and after you 
associated with him down in Florida / 

Mr. Oureuantr. That’s correct. 

Mr. Byrnes. Did you receive any other gifts / 

Mr. Ourenant. From Mr. Finnegan ¢ 

Mr. Byrnes. Yes. 

Mr. Oureuanr. No gifts. 

Mr. Byrnes. No gifts. You leave that open, now ‘ 

Mr. Oureuanr. I got two suits and an overcoat. which he had, as 
I recall it, told me he would get at a discount. Those two suits and 
that overcoat were cle livered before | went to Florida. He, of course, 
also had said that Teould pay him just when I could. 

Mr. Byrnes. What did he dof Get your suit size and then just 
pick up some suits for vou 4 

Mr. Ourenant. He asked for my general suit size, and then they 
were sent by a firm in St. Louis. 

Mr. Byrnes. He got them for you 4 

Mr. Oureuanr. Well, T assume so. T don’t know the detail of it. 

Mr. Byrnes. You never went down some place and picked them 
out vourself and got a fitting or anything like that ¢ 

Mr. Otreuanr. No, sir. Thad to have them all fitted. 

Mr. Byrnes. Did vou tell him how many suits to get for you 4 

Mr. Oureuantr. I did not. 

Mr. Byrnes. He told vou in advance, though, that he was going 
to send you a couple of suits, did he? 

Mr. Onrenanr. At a discount, where he felt he could get a dis- 
count, that’s correct. That's the way I reeall it. And after that, I 
went to Florida, and as T advised this committee before, my contacts 
with Mr. Finnegan. Jim Finnegan, have been. as I reeall it. one 
telephone call to my home when these difficulties came up as to what 
to do, and IT said, “I think you should go ahead and work the thing 
out the best you can.” 

Mr. Byrnes. Did you receive any other gifts from Mr. Finnegan? 
Or anything else that he bought wholesale for vou? 

Mr. OrrenHant. We received at one time a Ronson lighter and at one 
other time a little ceramic tray for the dining-room table. 

Mr. Byrnes. Did you also send Mr. Finnegan gifts? 

Mr. Ourenant. I beg your pardon ? 

Mr. Byrnes. Did you ever send Mr. Finnegan gifts? 
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Mr. Ourruanr. [ made gifts to his wife. 

Mr. Byrnes. Was that on a regular basis? 

Mr. Oureuanr. No: not on a regular basis. 

Mr. Byrnes. Did you receive gifts from anybody else in the last 
3 or 4 years? 

Mr. Oninanr. I have received some vifts: yes. 

Mr. Byrnes. Did you receive some gifts from people who repre- 
sented taxpayers or people who might have tax difficulties ? 

Mr. Ourewanr. Are you referring, sir, to our discussion in executive 
session with respect to the financial statement ¢ 

Mr. Byrnes. Well, you don’t have to limit—no; I am not talking 
about any financial statement, necessarily. I am talking about gifts 
that vou received. And I suppose that we might leave out the gifts 
that Mr. DiSalle classifies as those that you can either eat or drink in 
24 hours. 

Mr. Ourenanr. My financial statement would show generally that 
my gifts were minor. 

Mr. Byrnes. I did not hear. 

Mr. Ouirnanr. That my gifts were minor. You will recall at yes- 
terday’s executive session what the figure of—under the classification 
of gifts received in 1950, the classification reads, “Gifts, bequests, and 
legacies of money and property from others.” 

I was then asked by Mr. Schapiro whether T had received any gifts 
in excess of $25, and IT said I could not recall, with the exception of 
what might be worth more than $25, a couple of suitcases. 

Mr. Byrnes. A couple of suitcases ¢ 

Mr. Oureuant. That’s right. 

Mr. Byrnes. Leather? 

Mr. Ourpuanr. That's correct. 

Mr. Byrnes. Who did you receive those from ? 

Mr. OurpHanr. Mr. Walter Wolfner sent those to me. 

Mr. Byrnes. Has he been in tax difficulties or had tax problems? 

Mr. Ourenant. Mr. Wolfner is, as I understand it, a very substan- 
tial man in the insurance business. His wife, or they, have a good 
many other extensive interests. In that sense, they are taxpayers in 
the sense that they always have some sort of a problem. 

With respect to any problem that Mr. Wolfner discussed with me, 
it has to do with, as T call it, income or something with respect to an 
estate. LT talked to him about 5 minutes and sent him down, took him 
down, to see Mr. MeLarney, who had jurisdiction over the case, as 
I recall it. 

Mr. Byrnes. Where is Mr. Wolfner located ? 

Mr. Ouiruanr. He lives in Chicago. 

The only other time that he spoke to me of business, of what might 
be tax business, was with respect to a contemplated and complex reor- 
ganization. And after a few minutes’ discussion, L turned him over to 
the assistant [T had, who was familiar with those problems, to handle. 

Mr. Byrnes. When did vou receive this gift from Mr. Wolfner / 

Mr. Oureuanr. I believe I received it in 1950. 

Mr. Byrnes. 1950, last year 

Mr. Ouienant. That’s right. 

Mr. Byrnes. Is there any other gift of any proportion or over $25, 
that vou can remember receiving in the last 2 years / 
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Mr. Ourenant. No, sir; not that I would say was over $25; with 
this exception. I have, in the last 3 or 4 years, received, as you re- 
ferred to yesterday in executive session—I mean day before yesterday 
in executive session—pardon me, yesterday in executive session— 
whether I had received case lots of liquor. And I said on some few 
occasions received case lots of liquor. 

Mr. Byrnes. What would you call a few occasions ? 

Mr. Ourenanr. I would say four or five or something like that. 

Mr. Byrnes. Were they from liquor dealers ¢ 

Mr. Ouirnanr. To the best of my knowledge, they were not from 
liquor dealers. They would be delivered by liquor people. 

Mr. Byrnes. Were they from people who had tax problems ?¢ 

Mr. Ouienanr. Not that I reeall. 

Mr. Byrnes. Were they people who represented taxpayers before 
your Department / 

Mr. Ovreuanr. Not that I reeall, Mr. Byrnes. 

Mr. Byrnes. Would you recall who gave them to you ? 

Mr. Ouirnant. I would have to search my memory on it. I should, 
of course, have searched it with respect to— 

Mr. Byrnes. We are talking about within the last year or two, are 
we not ¢ 

Mr. Oureuantr. That’s right. 

Mr. Byrnes. So it is not so awfully long ago, and if you only re- 
ceived three or four, 1 would imagine they would stand out in your 
memory a little. 

Mr. Oureuanr. I received a case of liquor, I believe, from our great 
Houston friend, Mr. Amon Carter. 

Mr. Byrnes. You say “our great Houston friend.” 

Mr. Oureuanr. I meant in the sense that I have known Mr. Carter. 

Mr. Byrnes. For a long time? 

Mr. Ourenant. For several years: yes. 

Mr. Byrnes. He is a very close personal friend ? 

Mr. Ourenanr. Not a very close personal friend; no. 

Mr. Byrnes. Did he have any tax problems ¢ 

Mr. Ourenanr. Not that I recall of. He may have some years ago 
had something that he wanted to get through, and one of the offices 
he visited was my office, but what the issue was I wouldn't even 
remember. 

Mr. Byrnes. Do you remember anybody else? 

Mr. Ourenantr. My difficulty is, Mr. Byrnes, that I have received 
liquor at Christmas time. 

Mr. Byrnes. No; I am just talking about case lots, Mr. Oliphant. 
I am not talking about these items that Mr. DiSalle says you can take 
care of in 24 or 48 hours. 

Mr. Ourenant. Well, that’s my point. The only liquor I can re- 
call receiving in case lots is at Christmas time. 

Mr. Byrnes. You cannot remember, though, who gave you these 
cases, other than this one friend of yours from Houston ¢ 

Mr. Oureuanr. I will certainly be delighted to supply you a list 
of those. 

Mr. Byrnes. That might be helpful, if you can recall. I just won- 
dered. I think if I got two or three cases of liquor during the past 
year | would know whom I got them from. 
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Mr. Ourenant. I don’t say during the past year. I said three or 
four cases during the past 2 or 3 years; that was your question. 

Mr. Byrnes. How many did you get this year? 

Mr. Ourenant. As I recall it, 1 received two. 

Mr. Byrnes. All right. You have named one now. 

Mr. Oureuant. The one that I named you is Mr. Carter. 

Mr. Byrnes. That is right. 

Mr. Oxrrenant. I believe I received—I may be entirely wrong on 
this. 

Mr. Byrnes. I would not ask you to make a guess at anything. If 
you know, tell us. If you do not know, we will let the record stand 
at that, that you cannot remember. 

Mr. OureHant. One case I actually remember as to last Christmas 
is the one I have referred to as coming from Mr. Carter. 

Mr. Byrnes. And that is the only one you remember now ? 

Mr. Oui ant. I have received another case. 

Mr. Byrnes. But you do not remember who it was from ? 

Mr. Ourenant. I do not recall. 

Mr. Byrnes. All right. 

Mr. Oureuanr. [| will be glad to advise you as to just who that was, 
after I consult with my family. 

Mr. Byrnes. Did Mr. Grunewald ever have any tax troubles? 

Mr. Ouieuanr. Not that I know of. 

Mr. Byrnes. Not that you know of ? 

Mr. Ouirpnant. Not that I know of. 

Mr. Byrnes. You never recall having any tax file on Mr. Grune- 
wald in your Department ? 

Mr. Ourenantr. I never saw any tax file on Mr. Grunewald in my 
Department. 

Mr. Byrnes. Did you ever see one of Mr. Grunewald’s tax returns? 

Mr. Oureuanr. I never have. 

Mr. Byrnes. You never have? 

Mr. Ourenanr. I never have. 

Chairman Kine. When, approximately when, Mr. Oliphant, did 
you meet Mr. Nathan, and where? 

Mr. Ourenant. My contacts with Mr. Nathan are these, to the best 
of my knowledge and belief, and I believe this is correct: I ran onto 
him in Florida at Hialeah. I have bumped into him in Louisville. 
And, as I reeall, I bumped into him at the Belmont. That is abso- 
lutely the best of my recollection. I should add, of course, that we 
had no extended conversation at any time. 

Chairman Kring. Well, your recollections are better than Mr. Na- 
than’s were. That is what is causing the little huddle up here. 

Mr. OuireHanr. That may be. But my statement is positive with 
respect to that. 

Chairman Kine. Well, I believe you concede, Mr. Oliphant, that in 
the instance of Mr. Poncet Davis and Mr. McBride and Mr. White- 
head, consciously or otherwise, a pattern has been presented to the 
committee that does more or less substantiate or support the contention 
that when men cultivate a gentleman such as yourself, with the posi 
tion vou have held, some credence at least is given or supported that 
they can receive unusual treatment, that they can, just because of 
friendship and intimacies with a public official, at least get treatment 
not accorded the average run-of-the-mill citizens in similar difficulties. 
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Now, only because it has been so recently testified to, the Whitehead 
case strikes meas anexample. Here is a taxpayer in difliculties sufli- 
cient that the collectors’ deputies in the district, under the obligation 
of their duty, attempt to post notices of seizure under the law. And 
yet Mr. Whitehead calls the Assistant Attorney General, Mr. Caudle, 
and then calls the chief counsel of the Bureau of Internal Revenue. 
yourself, and no seizures take place. And it is, I am sure you will 
agree, just difficult for me or this committee to be of any other opinion 
that that sort of affiliation or friendship or association by such 
persons pays. That is, I am obliged to believe that in many cases they 
have the intent and purpose of somehow or someway becoming cor- 
dially, if possible, acquainted with persons who they feel can be of 
benefit to them, a benefit that is not accorded to the average citizen. 

Testimony received by this committee has shown that high Gov- 
ernment officials have accepted more or less lavish entertainment from 
persons who have or may have matters before their Department. 
This entertainment is often on a scale which makes it impossible for 
many of the oflicials to properly reciprocate. Perhaps this would 
not consciously influence an oflicial’s departmental decisions. It does, 
however, lead to at least two important results. 

The official who is entertained and cannot reciprocate in kind is 
under some obligation to his host. If the host should have a case be- 
fore him, at best the official must disqualify himself. By so doing, 
he is depriving the Government of his services. At worst, the offi- 
cial will act notwithstanding his obligations. No matter what the 
official’s decision may be, it cannot but create suspicion and bring dis- 
credit upon the Government. Even when he disqualifies himself, he 
may exert an inescapable pressure upon his supporters. 

Second, the person supplying the entertainment, when dealing with 
the official's associates or subordinates, can vive color toa claim that 
he is a good friend of the official he entertains. The tangible or in- 
tangible benefits of such a claim are diflicult to measure. 

Government officials must recognize that it is often the position 
and power of their office rather than their personal qualities which is 
responsible for the entertainment. They must be careful indeed not 
to allow themselves to be ensnared or become obligated to self-seeking 
individuals, 

And I think. Mr. Oliphant, in spite of my feelings toward you that, 
much as in the case of Mr. Caudle, consciously or unconsciously, you 
have been made the victim of people who Tam obliged to believe sought 
you out to be an ostensible friend perhaps entirely for what they felt 
might flow to them in the way of benefit, protection, or consideration 
bevond that which the ordinary citizen would enjoy under similar 
circumstances, 

Are there any further questions ¢ 

You may be excused, 

Mr. Ouirrenant. May I be permitted to say a few words? 

Chairman Kine. You may, indeed. 

Mr. Oureuanr. My case may be closed. I would like to state, and 
unquatlifiedly so, that in the event of a full examination of our files 
in the time that I have worked for the Government it will show that 
Thad only the interest of the Government at heart. 

As to the character of Mr. Poncet Davis, which was included in 
your remarks, I would like to respectfully say that to me he is one 
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of the finest men I have ever met, and I have never heard anybody 
speak otherwise of him. 

As to Henry Grunewald, he was a long-time friend of mine, and 
until he said something to me I shouldn’t talk about this particular 
matter that had been inquired about, I had no question with respect 
to Henry Grunewald. 

As to Mr. Frank Nathan, I do not know him. 

I would like to also say that if irresponsible individuals are able 
recklessly to blacken the character of those who seek to perform their 
duty or deliberately to fabricate and give circulation to baseless 
charges, then training, education, long years in public service, the 
establishing and maintaining of integrity, pride in name, can be de- 
stroved overnight. 

I know of my own integrity, and I know of my pride in my name. 

Thank you, Mr. King. 

Chairman Kine. Very well, Mr. Oliphant. 

Mr. Nathan, will you come forward ‘ 

The committee will recess for 5 minutes. 

(A short recess was taken.) 


TESTIMONY OF FRANK NATHAN, ACCOMPANIED BY LORING M. 
BLACK—Recalled 


Chairman Kine. Mr. Black, do you wish to make a statement ? 

Mr. Buackx. About 2 weeks ago, a little over that, I think, the day 
after the last time Mr, Nathan was heard in public session, he had 
told me in the early morning that he overlooked something in his 
testimony of the day before that he recalled overnight. He was asked 


about bank accounts. He didn’t mention one on the day of his 
testimony. 

So I spoke to Mr. DeWind, I think the next day. I said I would 
like to have Mr. Nathan recalled in order to testify as to that bank 
account. : 

Then there was another problem I had. He refused to answer a 
question on my advice and raised the fifth amendment and the State 
constitution of Florida. Well, I think I know the law. Judges do 
not always agree with me, and it is not so important, anyway, whether 
or not he answered that question. So to purge himself from con- 
tempt I have suggested that he answer the question. I do not want 
iton my head that he might be in contempt. 

Chairman King. Very well. Proceed, Mr. Nathan. 

Mr. Naruan. IT had a bank account in the Merchants Bank in New 
York but it has been closed for, I don’t know how long, maybe a year 
or more. T don’t know exactly how long. I have forgotten about 
that. It has been closed for a year or more. 

Chairman Kine. How long had you had it? 

Mr. Naruan. I had it about a vear, I guess. 

Mr. Biackx. Mr. DeWind, do you intend to ask that specific question 
that he refused to answer? 

Mr. DeWinv. Which was the question he refused to answer? 

Mr. Biack. The question as to his owing some money, $3,800 or 
$4,000 to somebody in Chicago, and he didn’t answer that question. 

Mr. DeWinp. To whom were you indebted ? 
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Mr. Naruan. To a fellow named Emil Waller. 

Mr. DeW inp. Who is Mr. Waller? 

Mr. Naruan. He is a fellow around the race tracks. 

Mr. DeW inp. In Chicago? 

Mr. Naruan, Yes. 

Mr. DeWinp. Is he a bookie? 

Mr. Naruan. I wouldn’t know. I imagine he is—he was taking 
bets. 

Mr. DeW inp. How did your obligation to Mr. Waller arise ¢ 

Mr. Naruan. I bet him and lost. 

Mr. DeWinp. Mr. Nathan, when you testified here before you 
testified concerning a telephone conversation that you had had with 
Mr. Naster. You said you called Mr. Naster from the Waldorf 
Astoria Hotel in New York to his home in Florida late at night during 
July of this year. In that telephone conversation you said that Mr. 
Naster had told you that he had suggested to Teitelbaum that he re- 
tain a lawyer, you thought the name was Dillon, although you could 
not recall, at a fee of p ssibly $125,000 or $135,000 or some such figure. 
Did you testify correctly ¢ 

Mr. Naruan. I believe that I told you that. I don’t know whether 
I used the name Mrs. Menkin, whatever it is. What is that name? 
Mrs. Menkin called me and told me about $125,000 or $175,000. I 
called Naster and asked him why he was asking for so much, why he 
suggested so much money. He suggested that there was a real high- 
class lawyer by the name of Dillon, as far as I can remember now. 
I am pretty sure that is what I said in this testimony here. He said 
a lawyer by the name of Dillon. He said he *as going to get him a 
lawyer by the name of Dillon. 

Mr. DeWinv. Yes, your testimony was this: 

She said, “What he can do for us’,—Mr. Naster. So I called Mr. Naster back 
on the phone and got him on his boat. He lived on a houseboat down there. 
And I says to him, “What is wrong bere, Burt, with you and Teitelbaum?’ I 
says, “What is going on there?” 

He says, “Well,” he says, “he asked me about who can help him on his tax 
case,” he says, “and I told him that 1 can get him a real good lawyer.” I think 
he mentioned a man’s hame tome. Iam not sure. 

I asked what was the man’s name. 

You said: 

I think be might have mentioned—I am not positive now, but I think he 
mentioned a fellow named Dillon to me. 

I said, “Dillon, D-i-l-l-o-n?” 
You said: 

I guess so; I don’t know how to spell it. 

And further on you said: 


Ile—that is Naster—didn't tell me anything. I says, “What are you trying 
to do? Why are you asking so much money for the case?” 

He says, “This is a high class lawyer. He wants a lot of money.” That is 
what he said. 

Now you aflirm again that is what Naster said to you, do you not? 

Mr. Natuan. Yes. 

Mr. DeWinp. You heard Mr. Naster deny he said any such thing 
to you? 

Mr. Narnan. I believe he didn’t remember it, but I know that is 
what he said to me. 














INTERNAL REVENUE INVESTIGATION 1877 


Mr. DeWinp. Do you know of any reason why Mr. Naster should 
now omy he made those statements to you on the telephone 
Mr. Naruan. I would have no reason in the world to know why. 
Mr. DeWinp. Has Mr. Naster ever spoken to you about the matter ¢ 
Mr. NarHan. Since? 
Mr. DeWinp. Yes, since that time. 
Mr. Naruan. No, sir. 

Mr. DeWinv. You have never spoken with Naster again about this 

lawyer that was to be retained whose name you thought was Dillon ¢ 

Mr. Naruan. No, sir. 

Mr. DeWinp. Mr. Nathan, when did you first meet Henry Grune- 

wald? 

Mr. Naruan. It might have been 2 or 3 months ago. 

Mr. DeWinv. Two or 3 months ago was the first time you had met 
Mr. Grunewald ¢ 

Mr. Naruan. I had never known him in my life, maybe 4 months, 
but not any longer than that. 

Mr. DeWinp. Did you meet him prior to July 15, 19514 

Mr. Naruan. I don’t believe so, sir. 

Mr. DeWinpv. How did you come to meet him ? 

Mr. Naruan. Probably somebody introduced us or something. I 
meet so many people around here. I didn’t know who he was. 

Mr. oe Where did you meet him? 

Mr. Narwan. It might have been in the Mayflower lobby or it 
might have been in the Willard lob by, Tam not sure. 

Mr. DeWixp. You just cannot remember where you met Grune- 
wald? 

Mr. Naruan. It is one of those places, I am sure. 

Mr. DeWrnp. In the hotel lobby, you are sure / 

Mr. Narnan. Very sure. 

Mr. DeWrnp. Who introduced you? 

Mr. Naruan. I don’t remember. I really don’t. 

Mr. DeWrnp. Here you met this man only 3 or 4 or 5 months ago? 

Mr. Naruan. I have only seen him three or four times in my whole 
life, maybe not that much. 

Mr. DeWrnp. The first time you saw him was in the hotel lobby, 
either the Willard or the Mayflower? Where did you see him the 
next time ¢ 

Mr. Narnan. I believe he called me and told me to come down to the 
Willard. He said something about a building proposition he wanted 
to talk to me about. So I got a cab and went down. He introduced 
me toa man by the name of Mr. Kerr, said they were going to build a 
great big apartment over here near the Potomac. I talked with Mr. 
Kerr about it, and he explained to me the deal. He had a million three 
hundred thousand in the deal already and he needed a lot more 
financing. 

I told him I had a friend of mine in Florida by the name of Mr. Sam 
Cohen that owns the Sherry Frontenac and also the Casablanca. I 
believe we called Mr. Cohen. We had a discussion with him about it 
and I put Mr. Kerr on the phone with Mr. Cohen. We worked on it 
4 or 5 days and then I haven't seen him since. 

Mr. DeWrnp. You have not seen Mr. Kerr since? 

Mr. Narnuan. Neither one since. 

Mr. DeWinxp. Did you not see Mr. Grunewald again ? 
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Mr. Naruan. No, sir. 

Mr. DeW inp. That is the only time vou have ever seen Mr. Grune- 
wald ? 

Mr. Naruan. Since that time. 

Mr. DeWinp. You had seen him once or twice before ? 

Mr. Naruan. Once or twice before that. Lam pretty sure no more. 
I didn’t know the fellow. 

Mr. DeWinp. You say you met him in the Willard or Mayflower 
lobby? Do you mean the Washington Hotel or Willard Hotel lobby ? 

Mr. Naruan. The Willard Hotel lobby. 

Mr. DeWinp. You are sure you mean the Willard ? 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. You met him either in the Willard or Mayflower on 
the first occasion and then you said the next time you saw him was when 
Mr. Grunewald called you to come down and meet Mr. Kerr; is that 
right? Is that the second time you saw him? 

Mr. Naruan. Maybe the second or third, I am not sure. 

Mr. DeWixp. What was the other time you saw him? 

Mr. Naruan. I don’t remember. It really wasn’t anything in par- 
ticular. 

Mr. DeWinp. You have never seen Mr. Grunewald again ? 

Mr. Naruan. No, I have not seen him since. 

Mr. DeWinp. Have you not seen him at Hotel Washington ? 

Mr. Naruan. No, sir. 

Mr. DeWinp. You never have / 

Mr. Naruan. Never seen him in my life in the Washington. 

Mr. DeW inv. Have you been in Mr. Grunewald’s room at the Hotel 
Washington ¢ 

Mr. Naruan. No, sir. 

Mr. DeWinp. Have you seen Mr. Grunewald anywhere else? 

Mr. Naruan. No, sir. 

Mr. DeWrxp. Have you ever seen him at the Hotel Washington ? 

Mr. Natuan. No, sir. 

Mr. DeWinpv. During this year have you ever been in any room at 
the Hotel Washington ¢ 

Mr. Naruan. Yes, sir. 

Mr. DeWinxp. Whom were you visiting in the Hotel Washington 
during this vear ¢ 

Mr. Narnan. It was a fellow named Arthur. He was in room 424, 

Mr. DeWinv. Mr. Arthur? 

Mr. Naruan. I believe it was Arthur. Iam not sure. 

Mr. DeWinp. What is his first name ? 

Mr. Naruan. Arthur. I called him Arthur. 

Mr. DeWinp. What is his last name? 

Mr. Naruan. I didn’t catch his last name. 

Mr. DeWinxp. Arthur in room 424. How did you and Arthur get 
together in room 424? 

Mr. Narnan. I don’t remember. There were some deals going on 
back and forth about getting contracts and one thing or another and 
different kinds of deals, but nothing ever happened. I tried, I went 
to New York, tried to get some plants and things like that. He told 
me he could get contracts but he never got any, nothing ever happened, 
never made a deal with him. 


Mr. DeWrxv. What kind of plants? 














INTERNAL REVENUE INVESTIGATION 1S79 


Mr. Naritan. He was supposed to get war contracts for any kind of 
plants. 

Mr. DeWinp. All you knew about him was that his name was Ar- 
thur/ 

Mr. NATIIAN, Yes, l ami precty sure. I don't remember his last 
Namie. 

Mr. DeWinxp. How did vou meet him? 

Mr. Naruan. Just the usual way around here you meet people. 

Mr. DeWinp. You met him in the hotel lobby 4 

Mr. Naruax. I don't know, really. I don’t know how T met him. 
I met him. 

Mr. DeWinp. What is the usual way vou met people around here / 

Mr. Naruan. L don’t know. You meet a lot of people around here, 
people bring them to your rooms, meet them in the lobby, sit in the 
cocktail lounge and talk, sit around restaurants. 

Mr. DeWinp. Well, the first time you met Arthur did he come to 
your room or did vou go to his room / 

Mr. Natuan. I believe I went down to his room. 

Mr. DeWinp. At the Washington Ilotel ¢ 

Mr. Naruan. Yes. 

Mr. DeWinp. Who took vou down there? 

Mr. Naruax. I went down by myself. He called me and I went 
down to see him. 

Mr. DeWinxp. Did he own some plant of some kind or something ¢ 

Mr. Naruan. Ie was ~upposed to have had an engineering company. 

Mr. DeWixp. Did a \ body else meet with yout 

Mr. Naruan. No, sir. 

Mr. DeWinp. You mean Arthur did not have any business asso- 
ciates or friends vou met at the same time / 

Mr. Naruan. No; I don't believe so. 

Mr. DeW inv. Well, that is one person. Whom else have you visited 
in Hotel Washington this year? 

Mr. Narnan. Nobody. 

Mr. DeWinp. Nobody else ¢ 

Mr. Narnan. No, sir. I didn’t know nobody else there. 

Mr. Byrnes. How did you happen to remember that his room num- 
ber was 4217 

Mr. Narwan. Four twenty-four. 

Mr. Byrnes. How did you happen to remember that? Your 
memory is pretty slight on so many things. 

Mr. Naruan. I just happened to remember the room number 424. 

Mr. Byrnes. What makes it stangl out in your mind? 

Mr. Navman. T called there a few times, 424. He probably lived 
there pretty ste addy. 

Mr. Byrnes. When was this/ 

Mr. Naruan. It was in the last 7 or 8 months, I guess, maybe a vear, 
I don’t think it is that long. 

Mr. Byrnes. If you can remember what his room number was, ‘vou 
ought to have some idea what month you were calling there. 

Mr. Naruan. I don’t remember, honestly. 

Mr. Byrnes. You do not ? 

Mr. Naruan. I do not remember when I called. I called him, I 
know that. 
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Mr. Byrnes. You do not remember whether it was June, July, or 
August ? 

Mr. Natnan. I called him before that a lot of times. 

Mr. Byrnes. Can you give us one month when you called or any 
particular date when you called or any time that you called? 

Mr. Natuan. No, I don’t have that; really I don’t. 

Mr. Byrnes. Just really don’t? 

Mr. Natrnan. No. 

Mr. DeWinv. Do you know a fellow named Watson ? 

Mr. Naruan. I don’t believe so. I don’t believe I ever heard of him. 

Mr. DeWinpv. You never met a Mr. Watson? 

Mr. Natnan. No, sir. 

Mr. DeWinp. You are sure about that? 

Mr. Naruan. Pretty sure I don’t know who you are talking about. 

Mr. DeWinv. Now, Mr. Oliphant, the former chief counsel of the 
Bureau of Internal Revenue, has testified here that on July 23 of this 
year Mr. Grunewald inquired of him concerning the Teitelbaum and 
Simon tax cases. Do you not recall that on July 22, the day before 
that, which was a Sunday, you received a telephone call, long distance, 
from Washington, a collect call to you in Miami, from a Mr. Watson ? 

Mr. Naruan. I really don’t remember it. I got a lot of collect calls. 

Mr. DeWrnp. And his name was Frank Watson ? 

Mr. Naruan. I don’t really remember. I don’t think so. I am 
pretty sure not. It could be, but I don’t remember it. 

Mr. DeWinpv. You say it could be? 

Mr. Naruan. I am pretty sure that is not so. 

Mr. DeWtinp. This is a collect telephone call to you from Mr. 
Watson. This call took place at 11:20 on Sunday morning, July 22, 
and you spoke for 8 minutes at a cost to yourself of $2.80. You were 
in Miami and the call was collect to you from Mr. Watson. 

Mr. Naruan. I really don’t remember it, sir. I would have to try 
to refresh my memory. I don’t know no Watson. 

Mr. Kran. Were you accustomed to accepting collect calls when 
you did not know who the man was who was calling you? 

Mr. Naruan. I beg your pardon. It might not have been me who 
accepted the call. Somebody in my house might have accepted it. 
My son-in-law or somebody else. 

Mr. DeWrnp. That call came to you from the Washington Hotel 
in Washington. Does that refresh your recollection about anybody 
who called you? 

Mr. Naruan. It really don’t. I had a lot of calls from Washington. 

Mr. DeWinp. Do you know anybody who has ever used the name 
of Watson? 

Mr. Naruan. I really don’t, sir. 

Mr. DeWinv. Do you remember anybody calling you collect last 
July from Washington on a Sunday morning. 

Mr. Naruan. I don’t remember. 

Mr. DeWinp. Would it perhaps refresh your recollection? Do you 
remember on that same Sunday morning that you put in a call to a 
Washington hotel at 9:58 in the morning? 

Mr. Naruan. I did? 

Mr. DeWinp. Yes; from your home in Miami. 

Mr. Natuan. No, sir; I don’t remember it. 

Mr. Byrnes. Are you trying very hard to remember? 
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Mr. Narnan. I positively am. Believe me, I am. I positively 
would tell you this if I knew what he was talking about. I really 
don't. I swear I don’t. 

Mr. Byrnes. You remember you are swearing. 

Mr. Naruan. I mean it. I don’t absolutely know what he is re- 
ferring to any way at all. If he will give me some little idea. 

Mr. Byrnes. I think he has given you some pretty good ideas, the 
time of the day, the day of the month, and the time of the year. 

Mr. Naruan. If he would tell me the conversation, I would know 
what it is about. I don’t know what he is talking about. I would 
probably remember that way in the conversation of some kind. 

Mr. DeWinp. In the first call you spoke for 5 minutes, and then 
the next call came back to you collect and you spoke for 8 minutes. 

Mr. Naruan. You say it was when ? 

Mr. DeWrnp. On July 22, 1951, on Sunday morning. 

Mr. Naruan. T might not even have been in town then. 

Mr. DeWrnp. Well, the telephone records certainly suggest the 
contrary, Mr. Nathan. 

Mr. Narnan. Anybody could take a collect call at my house. It 
wouldn't necessarily be me talking. 

Mr. DeWinv. Just any old person can talk in vour home and make 
long-distance calls and accept collect calls for you? 

Mr. Naruan. They might have. I don’t know. It could have 
happened. 

Mr. Brack. Could you identify the first call from Florida to Wash- 
ington as a person-to-person or station-to-station ? 

Mr. DeWrnp. Of course, the call being a collect call, the person 
calling was required to identify himself and did so under the name 
of Frank Watson. Is it not a fact, Mr. Nathan, that about that time 
you made quite a few long-distance calls to the Hotel Washington ? 

Mr. Naruan. I told you I made some calls to this fellow about 
the different deals we were supposed to have together. We were sup- 
posed to gef. 

Mr. DeWrxp. Whom do you mean, Mr. Grunewald ? 

Mr. Naruan. I never talked to Mr. Grunewald on the phone in my 
life, long distance. 

Mr. DeWixp. Whom did you call? 

Mr. Narnan. This Arthur, in room 424. 

Mr. DeWrnp. You called him several times from Miami? 

Mr. Narnan. I probably did; yes. 

Mr. DeWinp. In June or July 1951? 

Mr. Naruan. I probably called him before that, too. I don’t know. 
It might have been. 

Mr. DeWrinv. What people do you remember calling at the Wash- 
ington Hotel during this past year? 

Mr. Naruan. Just this one fellow. 

Mr. DeWinp. Just that one fellow? 

Mr. Naruan. That is right. 

Mr. DeWrnp. Now, on that same week we just talked about, Sun- 
day, July 22, on Wednesday, July 25, do you remember calling from 
the Waldorf in New York to the Washington Hotel, a person-to- 

rson call, during which you spoke to somebody named Brevaire or 

revaire / 
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Mr. Narnan. That is that Arthur; I am pretty sure that is who 
it is. I only knew him as Arthur. I never es his last name, but 
they had a Brevaire Engineering Co. I didn’t know him by his last 
name. 

Mr. DeWinv. How did you know how to call him person to person ¢ 

Mr. Narnan. Arthur. When I would call 1 would call Brevaire 
Machinery Co. and Arthur would answer. 

Mr. DeWinv. This is the Hotel Washington you are calling, and 
not the Brevaire Machinery Co. 

Mr. Narnan. I would call and ask for him in that room, for Arthur. 

Mr. DeWinv. The record indicates that you asked for Mr. Brevaire 
or Brevaire. 

Mr. Naruan. I called Brevaire Machinery Co. His name was 
Arthur. I don’t know whether he was the boss or not. 

Mr. DeW nv. In room 4244 

Mr. Naruan. Yes, sir. 

Mr. DeWinp. Did you ever hear Arthur use the name Watson? 

Mr. Naruan. No, sir. 

Mr. DeWinp. Did you-ever talk to your friend Burt Naster about 
Arthur? 

Mr. Naruan. I believe I did. 

Mr. DeWinp. What did you tell Naster about Arthur? 

Mr. Naruan. He told me he could get some materials around Wash- 
ington, one thing or another. He was going to see if he could get 
some, too. Ile knew him, too. 

Mr. DeWinp. Naster knew Arthur, too? 

Mr. Naruan. I am pretty sure he did; yes. 

Mr. DeWinv. Why do you say you are pretty sure? 

Mr. Naruan. I feel sure he did. 

Mr. DeWixp. Why do you think he knew him? You must have 
some reason for thinking he knew him. 

Mr. Naruan. He knew him, I guess. He was around there, around 
the Washington, I guess. I don’t know how he knew him or what 
he knew him about. He said he could get a lot of materials and 
things and I said, “Stop and see him.” 

Mr. DeWtnp. Naster told you? 

Mr. Naruanx. When I started to work for Naster he told me that. 

Mr. DeWinp. That Arthur was the fellow who could get him 
materials ¢ 

Mr. Naruan. All kinds of steel and things like that. 

Mr. DeWiNp. Did he use the name Arthur, too? No last name? 

Mr. Narnan. He said to go call a fellow in room 424 by the name 
of Arthur. That is what he told me. 

Mr. DeWinp. Just call room 424 and ask for Arthur? 

Mr. Narnan. That is right. He was always there, like his office, 
He had a lot of different materials and stuff there. He had all kinds 
of deals there, some different companies he showed me, and all that 
kind of stuff. He hada room full of it. 

Mr. Byrxes. A room full of deals? 

Mr. Naruan. He had a lot of different—what do you call them— 
a lot of different deals. 

Mr. Byrnes. Samples, you mean ¢ 

Mr. Naruan. No samples. Just booklets, vou know 

Mr. Byrnes. Government booklets? 





INTERNAL REVENUE INVESTIGATION 1883 


Mr, Naruan. No; different people that he was going to get deals 
for, 1 guess. 

Mr. DeWixb. You say this Arthur Brevaire was a man that Grune- 
wald introduced you to? 

Mr. Naruan. No: no, sir. 

Mr. DeW1Nb. You never heard Grunewald’s name mentioned by 
Arthur? 

‘Mr. Naruan. No, sir, I really didn’t. 

Mr. DeWinxv. When you went to Arthur’s room 424 did you ever 
see Grunewald there / 

Mr. Naruan. No, sir. 

Mr. DeWInp. Did you ever see him dow n the hall next door 

Mr. Naruan. No, sir. 

Mr. DeWinxp. Well, do you remember making a number of tele- 
phone calls from Miami at that time to Arthur at the Hotel Wash- 
ington / 

Mr. Naruan. I told you I called him a few times about different 
deals. Nothing ever happened. We never got together. 

Mr. DeWtxv. Do you think you might have called him as much as 
SIX or seven times? 

Mr. Narnuan. I might have called him more than that all over. 

Mr. DeWinvb. What would those calls be about ? 

Mr. NATHAN, Weli, he was supposed to get me—I got the people 
that had the plants and he was supposed to get the contracts, but he 
never got nothing done. 

Mr. DeWinp. Where did Arthur Brevaire have his company ¢ 
Where was it located ? 

Mr. Naruwan. 424. in that hotel down there. 

Mr. DeWinp. This engineering concern operated out of room 424; 
is that it? 

Mr. Naruan. Yes, sir. 

Mr. DeWrnp. Did it have any offices anywhere else / 

Mr. Naruyn. I don’t know, sir. 

Mr. DeWinp. You never heard that it did? 

Mr. Naruan. No. I don’t know. 

Mr. DeWinxp. What sort of staff did Arthur have in his company ? 

Mr. Naruan. He had a girl in there a lot of times, like a secretary. 

Mr. DeWrxp. What was her name? 

Mr. Narnuan. I don’t know her name. 

Mr. DeWrnp. You never met her? 

Mr. Natrnan. I saw her in there. 

Mr. DeWrnp. You were never told her name by anybody? 

Mr. Naruan. He might have mentioned it. 

Mr. DeWrnp. Did Arthur ever tell you where he came from? 

Mr. Narnan. No, sir. 

Mr. DeWinp. He just had an engineering concern in room No. 424 
with a room full of deals? 

Mr. Natruan. He said he lived in Palm Beach but he never told me 
where he came from. 

Mr. DeWinp. He said he lived in Palm Beach ? 

Mr. Naruan. Yes. 

Mr. DeWrnp. Is that Palm Beach or West Palm Beach / 

Mr. Naruan. I don’t know, sir. He said Palm Beach. 
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Mr. DeWrnv. You remember the testimony of either Mrs. Menkin 
or Mrs. Teitelbaum that they got a telephone call from West Palm 
Beach from Watson ¢ 

Mr. Naruan. I don’t know anything about that, sir. I really don’t. 
I never heard of it. That is the truth. 

Mr. DeWtnpv. You do not think there is any possibility that Arthur 
might be Watson? You never heard him use the name Watson ? 

Mr. Natuan. No, sir; not me. 

Mr. DeWinp. Tell me, how did Arthur speak? Did he speak with 
an accent ? 

Mr. Naruan. I believe it was like a French accent; I am pretty 
sure. 

Mr. DeWinpv. Not a German accent but a French accent? 

Mr. Naruan. I don’t know. I didn’t pay no attention to the accent. 

Mr. DeWrnp. Was it a deep gutteral accent ? 

Mr. Naruan. I don’t know how to describe it, really I don’t. 

Mr. Byrnes. Could you talk now like he talks? Give us an 
example of how he talks. 

Mr. Naruan. He talked a little broken. 

Mr. Byrnes. How? 

Mr. Naruan. I don’t know how. He just talked broken, a little 
broken, but I wouldn’t know how. 

Mr. Byrnes. You could not imitate him? 

Mr. Narnan. No, I can’t imitate. 1 don’t imitate. 

Mr. DeWinp. You are sure that you never saw Arthur with Grune- 
wald; is that right? 

Mr. Naruan. I am very sure I never saw them. 

Mr. DeWinv. Did Grunewald ever mention Arthur to you? 

Mr. Natrnan. No. 

Mr. DeWinpv. Did Arthur ever mention Grunewald to you? 

Mr Naruan. No, sir. 

Mr. DeWinp. Grunewald just never figured in your conversations 

‘ith Arthur at all? 

Mr. Naruan. No, positively not. 

Mr. DeWinpv. Nor Arthur in your conversations with Grunewald? 

Mr. Natrnuan. No, sir. 

Mr. DeWinp. How did you meet Arthur? 

Mr. Naruan. I told you that I don’t remember. I meet so many 
people around here, I really don’t remember. 

Mr. DeW inv. When did you meet Arthur? Could you pin down 
the time of your meeting? 

Mr. Naruan. I really can’t, sir. 

Mr. Byrnes. How long did you try to work on deals with this 
Arthur? , 

Mr. Naruan. Maybe 5 or 6 months. Nothing ever happened. 

Mr. Byrnes. A lot of telephone calls back and forth? 

Mr. Naruan. Yes. I can try to remember some of the deals. He 
said he could get houses for defense housing, he could get plants. He 
wanted me to get a camera plant. He wanted me to get a helicopter 
plant. We went around New York and had a fellow, we got different 
plants, but nothing ever happened. 

Mr. Byrnes. Would he give the plant a contract? How would 
he work? Would you go out to try to find a plant? 
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Mr. Naruan. Yes. He was supposed to go ahead and get the 
contracts for the plants. 

Mr. Byrnes. He would get the contracts? 

Mr. Naruan. He never got any. He was trying to get them. He 
said he would get them, but) nothing ever h: appened. 

Mr. Byrnes. Did you find plants for him? 

Mr. Naruan. A lot of plants. 

Mr. Byrnes. He never came through? 

Mr. Natuan. No, not one. He talked a lot, but nothing ever hap- 
pened. 

Mr. Byrnes. You had all this negotiating with him, a lot of tele- 
phone calls back and forth? 

Mr. Naruan. Yes. 

Mr. Byrnes. You cannot remember where you met the guy the first 
time? 

Mr. Naruan. I have met a lot of people I can’t remember where I 
met them. 

Mr. Byrnes. That you had that much negotiating with? 

Mr. Naruan. Nothing ever happened. 

Mr. Byrnes. You made a lot of telephone calls, you said ¢ 

Mr. Naruan. He kept telling me to call, he kept telling me some- 
thing about that he had a building project in Bloomington, Ind., and 
T called up out there and he was supposed to get that done, and things 
like that. I got calls from all over but nothing happened, 

Mr. Byrnes. A guy that would go to all that trouble and time and 
expense and you still cannot remember where you ever met him? 

Mr. Natuan. I really can't. sir: honest. I know I met him here 
in Washington, but I can’t re ‘member where. It might have been in 
the Mavflower. 

Mr. Byrnes. You cannot remember when ? 

Mr. Natuan. I really cannot. It ain’t too long. 

Mr. Byrnes. That is it, you said it was quite recently. 

Mr. Narnan. Yes: 8 or 9 months ago, something like that. 

Mr. Byrnes. You still cannot remember? 

Mr. Naruan. I really cant. IT met so many people around here, 
I] can’t remember when I met them. 

Mr. Byrnes. You do not meet so many people that you carry on 
that amount of business with ? 

Mr. Naruan. We didn’t do any business with him. 

Mr. Byrnes. You made a lot of telephone calls. 

Mr. Natuan. Yes; but I would call him up—all I ever did was use 
telephones. 

Mr. Byrnes. You cannot remember for the life of you ? 

Mr. Narnan. Honest. I can’t. If I could, I would tell you in a 
minute. It wouldn’t make any difference tome. Why wouldn't I tell 
vou that? Isure would tell vou if 1 could remember. 

Mr. Biacx. Would you mind asking what clients he did produce for 
this gentleman they speak about? 

Mr. Byrnes. I don’t think that would be particularly pertinent. 

Mr. Brack. It accounts for the ag gta 

Chairman Krvye. It is remarkable, Mr. Nathan, that you as a wit- 
ness have had great difficulty in remembering ordinary things, many 
things that h: appened the day before, and here you have 424 in your 
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mind so well. Tt ealls for some sort of explanation. How do you 
account for having that number in your mind, this room number, only 
the first name of the occupant, in view of the facet that you have not 
been able to remember things that would be difficult to forget with 
most people? Tam personally concerned as to why that number stuck 
in your mind, 

Mr. Naruan. T would call that room number. It is the only room 
I ever called at the Washington Hotel. T had no other room to eall: 
424 is where he had his office. He had a lot of books and a lot of 
different deals on there, and L would go up there and see him once in 
a while when he called me and we would talk about some deals, but 
nothing ever happened. Ile kept telling me he was going to get this 
and get that and get this and all kinds of deals, but nothing ever 
happened. 

Mr. DeWinp. What did this man Arthur look like? Can you de- 
scribe him? 

Mr. Narnan. He was about my size. He was kind of fair, I would 
say. He was a man maybe around 50 or something like that. 

Mr. DeWrxp. What else can you tell about his appearance ? You 
sav he had fair hair or dark hair? 

Mr. Naruan. I think he had fair hair. Iam pretty sure. I think 
his hair is fair. 

Mr. DeWrixp. About 50 years old? 

Mr. Naruan. Something like that. It seemed that way to me. 

Mr. DeWrxv. How tall was he? 

Mr. Narnan. About my height. 

Mr. DeWrnp. How high is that? 

Mr. Naruan. About 5 feet 8 inches. 

Mr. DeWrxv. How much would you say he weighed ¢ 

Mr. Narnan. I would say about 160 pounds, 170, something like 
that. That is the way he looked to me. He might weigh more or 
less, I don’t know. 

Mr. DeWrxp. Did he wear glasses ’ 

Mr. Narnan. No: I don’t think so. 

Mr. DeWrxp. Did he have any other distinguishing characteristics 
you could mention ¢ 

Mr. Narnan. Not that T ean think of. 

Mr. DeWtxp. How long has it been since you have seen Arthur? 

Mr. Narran. I haven’t seen him in 3, 4, or 5 months. 

Mr. DeWixp. You mean all of your connections with Arthur took 
place in June, July, and August, something like that ¢ 

Mr. Naruan. It might have been before. It might have been 
earlier. 

Mr. DeWinp. Well, there is a person-to-person call you made from 
Miami to Mr. Brevaire at the Washington Hotel on June 25, a person- 
to-person to Brevaire, not to Arthur. Do you remember that? 

Mr. Naruan. I don’t remember what the call was, but I am sure I 
called him. 

Mr. DeWtnp. The call was made to Brevaire. 

Mr. Naruan. [always thought it was Brevaire Machinery Co. after 
I got him on the phone, but I am pretty sure that is Brevaire now. 

Mr. DeWrnp. You called again on July 25, as IT have already 
related. 
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Mr. Naruan. I have called him a lot of times in between that, I am 
pretty sure I did. We were trying to get some deals done and nothing 
ever happened. 

Mr. DeWinp. The last call you made to Mr. Brevaire was on Sep- 
tember 19,1951. Do you remember what that was about, the last time 
you spoke to him by telephone from Miami ¢ 

Mr. Narnan. September 19% I think it was about getting a post 
office built down on the Florida East Coast line. A friend of mine 
had some property down there and he was trying to get to build a post 
oflice down there, and he said he thought he could help him. 

Mr. DeWinp. Mr. Brevaire thought he could help? 

Mr. Naruan. Yes, sir. 

Mr. DeW inp. You called him to ask about it and he said he thought 
he could help ¢ 

Mr. Naruan. He thought he could get it done for them. He said he 
could do it cheaper than the other railroad company that had the 
property, so he was trying to build this building down there. 

Mr. DeWinv. This Arthur Brevaire was an engineering firm con- 
sisting of himself and a girl in room 424 of the Washington Hotel and 
he said that he could help you out in getting a post office built ¢ 

Mr. Naruan. He didn’t do anything. He just did a lot of talking 
but nothing ever happened, Tam trying to tell you. He just mentioned 
a lot of deals, anything you mentioned he could get it done, but he 
never got nothing done. 

Chairman Kine. Mr. Nathan, that is what Mr. Naster says about 

ou. 

Mr. Naruan. I put a lot of time in for Mr. Naster and he never paid 
back for it, I tell you that much. Me and my son both put in—me and 
my son worked there seven or eight solid weeks for him, put his books 
in order and everything, and he never gave him as much as a 5-cent 
piece for it. That is why I told my son, “Let us quit.” 

Mr. Kean. Mr. Naster said that was the arrangement. 

Mr. Naruan. He was supposed to give me 10 percent of his plant 
and pay niy pro rata share out of the profits that would come from 
the deals. and he didn’t do it. When I come to him and wanted to 
get a paper drawn up after 7 weeks | was with him, he says, “We will 
go over to the lawyers Monday.” he says, “and 1 will give you an 
option to buy in.” T said, “That wasn’t your deal with me. You 
told me you were going to give me 10 percent and out of the profits 
I could make T could pay you back.” He said, “Oh, no, I don’t want 
to make them arrangements now.” and he forgot about it. So I told 
my son to get out of there and we quit. 

Mr. Kean. He did not say he would give you 10 percent of the 
plant if you produced materials ¢ 

Mr. Natuax. TL was supposed to help get him steel and copper and 
try to get him an NPA—he had a third quarter here. TI called up 
for him. THe wanted a technical part. IT couldn't explain the tech 
nical end of it. so Tmade him come up and do that. 

Mr. Kean. Did vou ever produce ¢ 

Mr. Naruan. Well. I go him Harry Harris Steel Co.. in Kearny, 
N. J.. he was supposed to give him some steel, but he didn’t have the 
right size he wanted. IT called up a man named Connors, Pittsburgh 
Steel, and he was supposed to get some, but when I seen how he was 
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ac ting, he wanted to give me an option instead of 10 percent of the 
deal, 1 raade up my mind to quit him. I was with him about 7 weeks. 

Mr. Kean. The things you produced were the wrong sizes? 

Mr. Natuan. No; they weren't the wrong sizes. 1 probably would 
have gotten him some merchandise if he would just have drawn up 
the contract. I would have kept trying. 

Mr. Kran. In the 6 or 7 weeks’ period? 

Mr. Narnan. We were just getting started then. He didn’t give 
me enough time. He had to get his NPA number before he could 
get his merchandise and things like that. 

Mr. Kean. Going back to “the earlier telephone conversation with 
Mr. Naster, Mr. Naster testified, if I remember, that he asked you 
why you had called him to tell him about the Teitelbaum matter. Is 
that true? 

Mr. Naruan. I believe he did. I said, “Well, she called me up 
and said you were hollering something about 125.” I said, “She 
was hollering about $125,000 or $175,000. What the hell is this all 
about?” I got mad at him because she called me up and raised the 
devil with me. 

Mr. Kean. She mentioned Mr. Naster? 

Mr. Naruan. Yes; she called me. 

Mr. Kean. If | remember Mr. Naster’s testimony, Mr. Naster testi- 
fied that you had said that you were trying to get this money. 

Mr. NArnan. No; he didn’t say that, he » couldn’t say that. Iam 
sure he didn’t say that. 1 wasn’t trying to get no money out of none 
of them. 

Mr. Kean. That is what Teitelbaum said. 

Mr. Naruan. If I may tell you, Mr. Congressman, it is a shame 
what this man did to me here. He has been so nice to me all the 
way down the line just until the last 4 or 5, until about 4 weeks 
before I come here. You can’t dream how a man can dream up a 
story like that about me. I mean Teitelbaum. 

Mr. Kean. When he made the telephone call to you? 

Mr. Natnan. I mean Mr. Teitelbaum. 

Mr. Kean. When Mrs. Teitelbaum or Mrs. Menkin made that tele- 
phone call to you, did she not accuse you? 

Mr. Narnan. No: absolutely not. She didn’t accuse me. She 
was hollering about Naster telling her a lot of money for a lawyer. 
[I said I would call up and find out what it is all about, find out 
why he wants so much money. So I called back and he says all he 
recommended was a lawyer Ly amed Dillon. 

I was in business with Naster at that time. It was during that 
time I worked with Naster, these 7 weeks. This is exactly the time 
I was working with Naster for seven solid weeks. I can prove that 
I called the NPA: they have my name down there and everything. 
[ tried to get him steel from Harry Harris Steel and called Mr. Con- 
nors in Pittsburgh Steel and called a lot of people trying to get him 
merchandise and oe else and tried my very best. 

Mr. Kran. But Mr. Naster testified that he had asked you why you 
called him, which seems to conflict. 

Mr. Nariuan. Mrs. Menkin just told me and I called him, I asked 
what was he mixing in for, why didn’t he stay out of them kind of 
things? That is what I told him. I believe that is what I said to 


him. I was angry about it because I was working with him and he 
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wasn’t paying me nothing. I was paying my expenses and everything 
else. I didn’t know what he was doing with those people. I didn’t 
know they were friends even. 

Mr. Kran. Why should Mrs. Menkin have called you? 

Mr. Naruan. Because she knew I was working with Naster at the 
time. 

Mr. Kean. She called you because she thought you were a friend of 
Naster’s / 

Mr. Natruan. She knowed I was working with Naster; I was sup- 
posed to have 10 percent of the plant at that particular time. 

Mr. Kean. She called you instead of calling Naster ? 

Mr. Naruan. He was there that day, she said. That is what she 
told me on the phone. I didn’t know; I was in New York. 1 don’t 
know what went on. I really don’t sir. This is all new to me. I 
can’t understand it. 

Mr. Kean. There is certainly a conflict of testimony somewhere. 

Mr. Naruan. Whatever it is, I know I wasn’t there; 1 wasn’t on 
the scene. I didn’t know what they talked about; 1 didn’t know a 
thing about it, sir. 

Mr. DeWInp. ee are absolutely certain, Mr. Nathan, that when 
you talked with Naster on the telephone that night in July that he 
definitely mentioned a lawyer whose name you think was Dillon? 

Mr. Naruan. I never heard the name before, sir. 

Mr. DeWinv. And a large fee of $125,000 or $175,000? 

Mr. Natnan. No, Is .= she said that. 

Mr. DeWrnp. Well, Naster, too? 

Mr. Naruan. No, he didn't say that. 

Mr. DeWtnp. You asked him about this large fee and he said he 
is a very expensive lawyer 

Mr. Naruan. That is what he said, a very expensive lawyer, but 
he didn’t say anything about the amount. 

Mr. DeWinp. But you mentioned the amount to him? 

Mr. Naruan. Yes, Mrs. Menkin told me $125,000 or $175,000, I 
don’t remember which. 

Mr. DeWinp. He said, “Well, that is a very expensive lawyer.” 
He didn’t deny the amount that you mentioned ¢ 

Mr. Narnan. No, he didn’t deny that part. 

Mr. DeWrnv. Mr. Chairman, at this point, if there is no objection, 
I would like to have introduced in the record six invoices of the Hotel 
Washington, clipped in two separate groups of three each. These are 
bills covering room 424 in the Hotel Washington in the name of A. A. 
Brevaire. ‘They are numbered, the bills are numbered, 95638, 96538, 
96097, 93668, 94550, and 95237. The top bill in one group, 96097, 
is marked “Charge Mr. Henry Grunewald, post-office box 244, Wash- 
ington, D. C.” "The top bill in the other group, 95237, is marked 
“To H. Grunewald, P. O. Box 244, Wash., D.C.” Both of these top 
bills are marked “Paid September 19, 1951.” 

May these be made a part of the record at this point ? 

Mr. Buack. May I see them? 

Chairman Kine. If there is no objection, it is so ordered. 

Mr. Buack. May I see them? 

Chairman Kine. You may, Mr. Black. 

(The documents referred to were made a part of the record.) 
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Mr. DeWinp. Mr. Chairman, I also would like to make part of 
the record at this point an unnumbered check drawn on the Munsey 
Trust Co., Munsey Building, Washington, D. C., dated September 
19, 1951, to the order of the Hotel Washington, in the amount of 
$288.18, signed Henry Grunewald, and ask that this be made a part 
of the record. 

Chairman Kine. Without objection, it is so ordered. 

(The document referred to was made a part of the record.) 

Mr. DeWinp. I should note, Mr. Chairman, that the amount of 
this check covers the total of these hotel bills that have been made a 
part of the record. 

Mr. Chairman, these records were received from Mr. Grunewald’s 
accountant. There was attached to them when they were received a 
penciled note which reads “I advance this on the Brevatre account. 
Henry.” Lask that that note be made a part of the record. 

Chairman King. It is so ordered. 

(The document referred to was made a part of the record.) 

Mr. DeWinvo. Mr. Nathan, at this point is your recollection re- 
freshed in any way concerning any communications or relationship 
with Mr. Brevaire or Mr. Grunewald or both of them ‘ 

Mr. Naruan. No, sir, I never seen Mr. Grunewald in that place 
in my life. I absolutely didn’t. If they were friends at that par- 
ticular time, I didn’t know it. I didn’t know where this Arthur’s 
connection was. It might have been through Mr. Grunewald. I 
don’t know the way it is now that 1 hear things but IL really didn’t 
know at that time, positively didn't. 

Mr. DeWixp. When did you first learn of it / 

Mr. Naruan. Just since this has been going on here. 

Mr. DeWinp. You mean just this afternoon ¢ 

Mr. Narnan. No, testimony by Grunewald. I didn’t know who 
he was, I really didn’t. 

Mr. DeWinp. You knew Mr. Grunewald ¢ 

Mr. Naruan. I told you I met him a couple or two or three times 
this last 2 or 3 months, I think, or 4 months at the most. 1 never seen 
him in my life, I didn’t know who he was. 

Mr. DeWinp. Now are you certain that Arthur Brevaire never dis- 
cussed Mr. Grunewald with you? 

Mr. Navuan. Beg pardon, sir? 

Mr. DeWixp. Are you sure Arthur Brevaire never mentioned 
Grunewald to you ¢ 

Mr. Naruan. He sure didn’t, sir. 

Mr. DeWinp. You said a little while ago that you had the distinct 
impression that Mr. Naster also knew Arthur Brevaire. 1 would 
like you to say just precisely why you think Naster knows Brevaire. 

Mr. Naruanx. When Naster came up there about this NPA thing I 
believe he was with Mr. Brevaire at that time. 

Mr. DeWinxp. When was that? 

Mr. Naruan. During that time we were working together on his 
plant, 

Mr. DeWinp. When was that? 

Mr. Narnan. I don’t remember. 

Mr. DeWinp. Back in July, you mean ? 

Mr. Naruan. I wouldn’t know what month it was. It was during 
that time, them 7 weeks I was with him. 
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Mr. DeWinp. Was that during the time that Mrs. Menkin called 
you in the middle of the night about the Naster matter / 

Mr. Naruan. I don’t think so. sir. I don’t remember now. 

Mr. DeWinp. After that / 

Mr. Naruanx. I don't really remember, honest. 

Mr. DeWinxp. Can't you establish it by relationship to something 
else as to what time it was! What else was going on at this same 
time, these 7 weeks you were working on the Naster matter ¢ 

Mr. Naruan. Nothing but trying to get these deals together with 
Mr. Brevatre: lots of deals coming up, lots and lots of them with this 
Arthur. I was in business with Nuster at the time when I called 
Washington from New York to make an appointment for him with 
the NPA because I couldn't go in and tell the technical part. So he 
flew up to Washington to see the people about it. 

Mr. DeWinxp. Where did you call Naster / 

Mr. N ATHAN. Either at the office or at his boat. That is the only 
two pli wees I ever called him. 

Mr. DeWinp. Have you not made calls to Naster when he was in 
Washington ! 

Mr. Naruan. I don’t think so, sir. I am pretty sure I didn’t. I 
might have called him from New York when he was here in Wash- 
ington. 

Mr. DeWinp. When vou wanted to reach Mr. Naster on the tele- 
phone i — Washington, where did vou call him? 

Mr. Narnan. I believe I called his oflice first and the ‘v told me he 
wis staying at the Washington Hotel, so I called him there. 

Mr. DeWinp. So when you wanted to get Naster in Washington, 
you found him at the Washington Hotel 

Mr. Naruan. I called his office down in Florida, and they told me 
he was staying at the Washington; ves, sir. I put a person-to-person 
in for him. 

Mr. Buack. IT think it should be made clear that at the time Mrs. 
Menkin called him he was in business with Mr. Naster. I think there 
is confusion. 

Mr. DeWinp. I think that is what he says. 

Mr. Narnan. I was. That was the time I was supposed to have 
10 percent of his . 

Mr. DeWinp. You have no recollection yet of receiving this tele- 
phone call from Frank Watson ¢ 

Mr. Narnan. I really don’t: honest. I don’t. I never heard of that 
name. 

Mr. Brack. Is there anything to suggest that the call Mr. Nathan 
made that day was to Mr. Watson ¢ 

Mr. DeWinp. I am sorry. 

Mr. Buack. Is there anything to indicate that the call Mr. Nathan 
made that morning was to a Mr. Watson ¢ 

Mr. DeWinp. ‘The call we were referring to. Mr. Black. was the 
call at 11:20 in the morning from Washington, collect, to Mr. Frank 
Nathan from Frank Watson. 

Mr. Buack. I thought there was something said to the effect that 
Mr. Nathan had made a call prior to that call, around 9 o'clock in the 
morning. 

Mr. DeWinp. That is right, at 9: 58 that morning there was a phone 
call made to Washington, to the Washington Hotel, station-to-station 
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eall, at the Washington Hotel, by Mr. Nathan, and from the Nathan 
number in Miami. 

Mr. Buack. That is what I want. 

Mr. DeWinp. Mr. Nathan, on a different topic, Mr. Larson testified 
here that in 1948 your name was placed on the “referred” list of the 
War Assets Administration and that from that time on he tried in 
every way to avoid you, that you would telephone him continually and 
that he would try to cut you off, that he did receive a large number of 
telephone calls from you at his office and at his home, but that each 
time he tried to cut you off. Do you recall what those telephone calls 
were about that you made? I think Mr. Larson thought there might 
have been certainly as many as 30 in his office and 30 in his home. 

Mr. Narnan. I don’t remember what all the calls were about. I 
know most of them was about oil deals. 

Mr. DeWinv. You mean you made most of those 60 calls to Mr. 
Larson about oil deals ¢ 

Mr. Naruan. Could have been, ves, sir. 

Mr. DeWrnp. Could have, ves, but what was it 

Mr. Naruan. I believe most of them calls was about oil deals, [ am 
pretty sure. [might have asked him about some plants or something, 
try to get to talk to him. I would try to hold on with the secretary 
and talk to them while he was busy. Lots of times I would be talking 
to them and they would say he was busy. Then I would call him 
again. 

Mr. DeWinp. So you found him hard to get ¢ 

Mr. Naruan. I reaily did. It was really hard to talk to the man, 

Mr. DeWinp. On these many oceasions when you did reach him 
you would talk about oil deals: is that right ? 

Mr. Narnan. Lasked him if he knew about some oil deals and could 
find me some oil deals. I knew he was close to a lot of those oil people 
in Oklahoma and things like that. I heard about this 11,000 acres 
they had ont there and T was trying to get in that way somewhere. 

Mr. DeWinxv. You did not call him 60 times about that 11,000 acres? 

Mr. Naruan. No, I didn’t call 60 times about 11,000 acres. I called 
lots of times about oil deals but not that one particularly. 

Mr. DeWinp. You had a large number of oil deals that you asked 
him about, you just called up and said “Mr. Larson, do you know of 
any oil deals?” 

Mr. Naruan. I would co that, sir, if I could get him on the phone. 
Lots of times he would ask for the girls, some of these secretaries. 

Mr. DeWinp. Did you get the impression at that time that he was 
trying to cut you off? 

Mr. Naruan. I really didn’t. 

Mr. DeWtnp. You did not? 

Mr. Natnan. No, sir. 

Mr. DeWtinpv. How long were these telephone calls when you did 
reach Mr. Larson ? 

Mr. Naruan. Sometimes he would cut me short, sometimes I talked 
a little longer. Sometimes I would talk to the girls before he would 
get on for a minute. Lots of times I would talk to the girls and try 
to get him on the phone. 

Mr. DeWtnxp. I understood you to say that you did not think that 
Mr. Larson was trying to cut you off. 
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Mr. Naruan. I didn’t think then; no, sir. Personally I didn’t 
think so. 

Mr. DeWixv. When did you begin to think he was beginning to 
cut you off? 

Mr. Naruan. At no time. 

Mr. DeWinxv. You never thought that? 

Mr. Natrnan. No, sir; until he made that statement that night. 

Mr. DeWinv. That statement then surprised you ? 

Mr. Naruan. It sure did. 

Mr. DeWinp. All this time that you were making numerous calls to 
Mr. Larson, did he ever make any calls to you ¢ 

Mr. Naruan. Not that I can remember. 

Mr. DeWrnp. You cannot remember ¢ 

Mr. Narnan. He might have called me. I don’t know. 

Mr. DeWrnp. You do not remember receiving any calls from Mr. 
Larson ¢ 

Mr. Narnan. He might have called me, I am not sure. He might 
have called me to tell me about these. Sometimes I would pester him 
so much maybe, since I found out what he said, that he probably called 
me and told me that he knowed of a deal or didn’t know of one. 
I don’t remember the conversations at all. I don’t remember his 
calling me. 

Mr. DeWinp. Do you remember receiving any long-distance calls 
to you from Mr. Larson ¢ 

Mr. Narnan. Yes, I believe he might have called; I am not sure 
now. I am pretty sure he might have called me. 

Mr. DeWinp. Do you remember any recently, within the past year? 

Mr. Naruan. Not that I remember. 

Mr. DeWinpb. During 19514 

Mr. Narnan. | don't remember any. He might have; I don’t 
remember. 

Mr. DeWinp. Mr. Nathan, 1 wish you would try to help clear this 
matter up.. 

Mr. Naruan. I will be glad to if I could, sir. 

Mr. DeWinp. We have a record of a number of telephone calls, 
person-to-person calls, made to you and charged to Mr. Larson! On 
June 7 of this vear the record shows a call to you in Miami, a 10-minute 
eall. Would you remember that 4 

Mr. Naruan. From whom ¢ 

Mr. DeWinpb. From Mr. Larson, Mr. Larson’s number. 

Mr. Naruan. I don’t remember it. 

Mr. Byrnes. What was your answer to that question ¢ 

Mr. Naruan. I don't remember the call. 

Mr. Byrnes. Not at all? 

Mr, Narnan. No, sir. 

Mr. Byrnes. A 10-minute call? 

Mr. Naruan. No, sir; I don’t remember it. 

Mr. DeWrnp. In the month of June the following calls appear that 
it seems quite important that you clarify: June 7, 1951, a 10-minute 
call: June 8. a 5-minute eall to Miami: June 15, 1951, a 6-minute call to 
the Waldorf Astoria: on June 20, 1951, a 5-minute call to you; on June 
21, a 4-minute call: on June 28, a call to vou in New York for 3 min- 
utes. Now, does that establish in vour mind what was going on in 
June of 1951? 
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Mr. Naruan. The only thing I can think of is the oil deals I was 
talking to him about, nothing else in the world. 

Mr. DeWinv. He was calling you to talk to you about an oil deal? 

Mr. Naruan. He might have called me bac ‘k, if Thad calls i in to him, 
something like that. That is the only way Lean figure. I can’t figure 
his calling me. 

Mr. DeWinpb. Did you frequently call Mr. Larson and have him eall 
you back later? 

Mr. Narnan. Not frequently; no. 

Mr. DeWinv. But here are six calls apparently in the month of 
June. 

Mr. Buack. Mr. Chairman, I do not suppose this is strictly within 
the jur isciction of the committee, although these questions might very 
properly be asked, but Mr. Nathan has been subpenaed by a Senate 
committee on the 9th of J: unuary, I think. I suppose these matters 
will be taken up by that committee, I do not know. He has already 
been quest ioned concerning his relations with Mr. Larson. 

Chairman Kine. Both Mr. Nathan and Mr. Larson have testified 
here regarding these matters. 

Mr. Naruan. I swear I don’t remember these calls. They could 
have come. I really don’t remember them at all. No connection in 
the world. 

Mr. DeWinv. You realize we are just talking here from a company 
record ¢ 

Mr. Naruan. I am sure you are right. I didn’t say you weren't 
right. | say I really don’t remember ‘the calls. I had no reason to 
remember a call in the world from him outside of maybe bothering 
him about these oil deals. He might have called me back about them, 
1 am not sure. 

Mr. Byrnes. You know, Mr. Nathan, that saying you do not re- 
member if in truth you do remember is just as much a violation of 
your oath as anything can be? 

Mr. Naruan. I am telling vou from the heart that I really don’t 
remember these calls now. That is the absolute truth. 

Now they have a record of them but I really don’t remember them. 
If there is any way in the world you can show how I can remember, 

I will be glad to, any way in the world, if they can touch on the sub- 
ject. I don’t remember the calls. 

Mr. DeWixv. The telephone record obviously will not touch on the 
subject. 

Mr. Naruan. Tsay I don’t remember them. 

Mr. Byrnes. You do not want to remember them. 

Mr. Naruan. I do want to remember them. IT want to tell you 
what the conversations were if T could remember the calls. I don’t 
remember them, sir. 

Mr. DeWinp. Did anybody else make calls to you, calling from 
Mr. Larson’s number ? 

Mr. Naruan. Could have been; I dont know. 

Mr. DeWixp. Do you know anybody who might / 

Mr. Naruan. It could have been Mr. Al Snyder might have called 
me from the office there, because [ kept bothering him about deals all 
the time. It could have been Al Snyder calling from: his office. 

Mr. DeWinxv. Who is Mr. Al Snyder / 

Mr. Narcan. He works for Mr. Larson. 
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Mr. DeWtnp. He is top assistant to Mr. Larson / 

Mr. Navman. He is an assistant under him: ves. 

Mr. DeWinxp. You think he might have called you? 

Mr. Narnan. It could have been him because I kept bothering hint 
about deals all the time. I kept going up to the office to see him and 
everything else. It could have been him, but I don’t really remember 
the calls from Mr. Larson. It could have been Al Snyder that 
called from there. 

Mr. DeWtnp. Well, there are records of calls from Mr. Snyder but 
not from this private number of Mr. Larson’s. 

Mr. NATHAN, IT don't know, sir. I don’t know who called me. It 
could have been Snyder called me from these numbers, I don’t know. 
I really don’t know. 

Mr. DeWrnp. In the month of July there were four calls, a record 
of four calls in the month of July, this vear: July 15, July 19. July 26, 
and July 31. 

Mr. Narnanx. That he called me/ 

Mr. DeWinp. Calls from this number to you at the Waldorf in 
New York. The first call was 20 minutes. the next 16, the next 15, 
and the other 6 minutes. 

Mr. Nariman. When was this? 

Mr. DeWinp. July 1951. 

Mr. Naruan. What was the dates on it / 

Mr. DeWinp. July 15, 19, 26, and 31. 

Mr. Buack. You say the 17th? 

Mr. DeWixp. No, the 13th, 19th, 26th and the 31st. 

Mr. Naruan. The only one T could figure that would call be would 
be Al Snyder, because T did a lot of talking with Snyder all the time. 
He might have used his phone to call me. T really don’t know. 

Mr. Brack. Could vou tell us whether that is his home phone or 
office phone ? 

Mr. DeWtnxp. This is a private office line. 

Mr. Byryers. Is it a Government-paid line or is it an individually 
paid line? Do vou have that, Mr. DeWind / 

Mr. DeWixp. It appears to be individually paid but in a Govern- 
ment office. 

Mr. Brack. My recollection is not so keen about Mr. Larson's tes- 
timony. Was that during the so-called period when Mr. Larson had 
wanted nothing further to do or to say ¢ 

Mr. DeWrnp. This was in 1951.) Mr. Nathan was put on the “re- 
ferred” list in 1948. 

You cannot remember any of these calls at all? 

Mr. Narnan. I talked to Snyder an awful lot about trying to get 
a lot of deals out of that office, but I never got one, an awful lot of them. 

Mr. Byrnes. When he called vou what would you talk about ? 

Mr. Naruan. I called him and then he would call me back and tell 
me he couldn’t get them, or when the date would be, or something like 
that, when we would try to get a deal of any kind. I would call him 
and ask him to give me some information a lot of times. There is 
nothing wrong about that. 

Mr. Byrnes. I want to know what vou talked about when he would 
eall you. 

Mr. Nariuan. IT would tell him to call me back, probably. 

Mir. SYRNES. They would not come back colleet i 
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Mr. Naruan. They didn’t come back collect. 

Mr. Byrnes. Did you reimburse him on these telephone calls on 
these deals? 

Mr. Naruan. No, we were good friends. 

Mr. Byrnes. You would have 20- and 15-minute telephone ealls, 
long distance? 

Mr. Naruan. I don’t know how long. 

Mr. Byrnes. What would you talk about, the weather / 

Mr. Natruan. No, things about trying to get some deals of differ- 
ent kinds all the time. For instance, I called about a deal, they were 
going-— 

Mr. Byrnes. When? Just give us one deal. Your memory is get- 
ting better. When did you call him on this one deal ¢ 

Mr. Naruan. I don’t know, it ain’t too long ago. It might be 2 or 
3 months ago. There was a deal up there in New York. 

Mr. Byrnes. What I want to get into is something you called him 
about in June or July. 

Mr. Naruan. It might have been June or July. I am not sure 
now. You see, I really don’t have a conception of time because 
I really don’t remember dates or anything like that, but I do remem- 
ber talking to him about trying to get this titanium deal, trying to 
get a Veterans’ Administration building there in New York, which 
they were going to build. I heard about that and I was trying to 
get that. 

Mr. Byrnes. Was this in 1951? 

Mr. NaTHan. Yes, this year, not long ago. 

Mr. Byrnes. You would have 15- or 20-minute telephone calls about 
things like that ? 

Mr. Naruan. I would talk to him that long. 

Mr. Byrnes. He would call you about it / 

Mr. Naruan. He might have called me back if [ asked him to 
call me. 

Mr. Buack. May I have a short recess? 

Mr. Byrnes. Is it going to help his memory / 

Mr. Buack. I hope so. 

Mr. Byrnes. Address that to the chairman. 

Chairman Kine. You may, Mr. Black. 

(A short recess was taken.) 

Mr. Byrnes. Is your memory a little better now 4 

Mr. Naruan. Lam pretty sure Mr. ~nyder called me up about these 
different deals that I called him about. I feel very sure of that be- 
cause I talked to him about a Veterans’ Administration building they 
were going to put over in Brooklyn. I kept after him on that right 
along. He probably called me back when I asked him to let me know 
how to get the deals or to see or what to do. 

Mr. Byrnes. You think that was in June or July / 

Mr. Naruan. Yes; I am pretty sure it was. It might have been 
around that time. 

Mr. Byrnes. Could I ask, Mr. DeWind. what the cost of some of 
the calls was, on some of those 20- and 15-minute cails ¢ 

Mr. DeWiNpb. We do not have the record of the charges on those 
calls. Many of these calls were from Washington to New York, from 
(6- to 20-minute calls. 

Mr. Byrnes. Person to person ? 
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Mr. DeW inp. Yes. 

Mr. Byrnes. You say that Mr. Snyder is the one that called you 
on that ? 

Mr. Natuan. He called me a few times and I called him and he 
would call me back and I would give him some information. 

Mr. Byrnes. Is it more than a few times he called you ¢ 

Mr. Naruan. I don’t know how many times he called me. He 
called a few times. 

Mr. Byrnes. Who would pay for these telephone calls when he 
called back to you? 

Mr. NATHAN. He paid them, I guess. He called me. 

Mr. Byrnes. Did you ever reimburse him ¢ 

Mr. NATHAN. No, sir. 

Mr. Byrnes. Did you ever pay him any money / 

Mr. Natuan. No, sir. 

Mr. Byrnes. Why would he do that for you? 

Mr. Natuan. We were good friends. 

Mr. Byrnes. You were close frignds? 

Mr. NaTuan. Yes. 

Mr. Byrnes. This was in 1951? 

Mr. NaTuan. Sure. 

Mr. Byrnes. What other relationship did you have besides tele- 
phone conversations on deals ¢ 

Mr. Naruan. None at all. I used to go up to the oflice quite often. 
I used to bring up cheese and some ham and some bread, and sit 
around and have a little lunch there, sit around for an hour or so, 
many times. 

Mr. Byrnes. In Snyder’s office ¢ 

Mr. Naruan. Yes, sir. 

Mr. Byrnes. He would just sit around with you and have lunch 
with you? 

Mr. Naruan. I would bring the stuff up from down the street. I 
would buy the stuff. 

Mr. Byrnes. Who else would join in this tea party ? 

Mr. Natuan. No tea party. Some of the girls in the office would 
eat a sandwich. I would bring up enough for four or five of us. 

Mr. Byrnes. Was there any other reason besides the fact that you 
brought up a lunch once in a while that he would want to stand the 
cost of these telephone calls? 

Mr. Natuan. I don’t know, sir. We were good friends for a long 
time. We never did anything out of the way at no time outside of 
being good friends. 

Mr. Byrnes. But you do not have any way to explain why he 
would bear the cost of these long-distance calls ¢ 

Mr. Natuan. I know there was never nothing done, nothing in the 
world that was wrong. 

Mr. Byrnes. That is not what I asked. I asked you, Is there any 
reason Why he would assume the responsibility of the cost of these 
20-minute long-distance calls, 15-minute long-distance calls / 

Mr. Natuan. I don’t know how many calls he made. 

Mr. Byrnes. Is there any reason why it should cause him to pay 
those bills, assume that cost ? 
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Mr. Buack. Pardon me for breaking in. There is nothing in the 
record to show he assumed the cost. Is there anything in the record 
to show that Mr. Snyder assumed the cost ¢ 

Mr. Byrnes. I am asking him if Snyder was paying for them. He 
said he assumed that Snyder was. 

Mr. Naruan. I don’t know who was paying for the calls. I don’t 
know where the calls came from. 

Mr. Byrnes. You never inquired as to who was paying the cost? 

Mr. Narnan. No. 

Mr. Kran. If they were on Mr. Larson’s bill, of course Mr. Larson 
must have paid for them. 

Mr. Naruan. I wouldn't know, sir. 

Mr. Kean. Not Mr. Snyder. 

Mr. DeWrnp. Did you ever get any telephone calls from Mr. Lar- 
son, from his home in the evening? 

Mr. Narnan. I might have, sir. I don’t know. 

Mr. DeWixp. Well, recently ? 

Mr. Naruan. Not that I can remember. 

Mr. DeWinp. Within the past year or so ¢ 

Mr. Naruan. I might have; I don’t know. 

Mr. DeWinxp. Do you remember of any 4 

Mr. Narnan. No, sir; TL really don’t. He called me a long time ago 
a few times. I don’t remember when it was. 

Mr. DeWixp. What do you mean “a long time ago” ¢ 

Mr. Naruan. It might have been a couple of years ago. 

Mr. DeWrxv. Where were you when he called you? 

Mr. Naruan. I could have been home or I could have been in New 
York. I don’t know where he called. : 

Mr. DeWtinp. Could any of those calls have been this year? 

Mr. Naruan. I don’t remember, sir. I don’t think so. It could 
have been but I don’t think so. 

Mr. DeWinp. Are you sure about that? 

Mr. Naruan. Iam not sure, sir; no, I don’t remember. 

Mr. DeW inp. Within the past year, do you recall receiving any 
telephone calls only from Mr. Snyder é 

Mr. Naruan. I am pretty sure of it. I tried to get Mr. Larson on 
the phone so many times he might have called me back once or twice 
to see what I wanted, but Iam not sure of it. 

Mr. DeWunp. Just to call back and find out what you wanted ? 

Mr. Naruan. I kept bothering the girls and kept after him. I 
never knew he felt that way about me, that he did the other night. 

Mr. DeWinv. Did Mr. Larson call you “Frank” or “Mr. Nathan”? 

Mr. Naruan. He called me Frank. 

Mr. DeWinpv Did he ever say, “Frank, just stop calling me”? 

Mr. Naruan. No, sir. He balled me out onetime in the lobby of a 
hotel. I believe I told you about that. 

Mr. DeWtxv. When was that ? 

Mr Narnan. I don’t remember when it was, but he balled me out 
onetime walking through when I was trying to sell some oil deals, 
and [ told people that I knew him, stuff like that. A lot of people 
would come to me that knew that I knew him, and things like that. 
We would try to get deals up. Nothing ever happened. We never 
got any darn old things. 
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Mr. DeWixp. The only deals you got out was the Alcoa deal, and 
that Cotton Valley oil-cracking plant ¢ 

Mr. Naruan. One more in Cannonsburg. 

Mr. DeWixp. When you were working on those deals, did you tell 
any of those people you knew Mr. Larson ‘ 

Mr. Naruan. LI don’t believe I told them. I don’t remember. It 
would make no difference if I did tell them. 

Mr. DeWinv. Did vou ever mention his name to them ¢ 

Mr. Naruan. | might have. 

Mr. DeWinp. If you did, what did you say ? 

Mr. Naruan. Nothing. I just might have told them I knowed 
{sic} him. 

Mr. DeWind, he never helped me out on any deals. I can see it now, 
for sure. 

Mr. DeWinp. You say you “see it now”? 

Mr. Naruan. Yes: that other night: that outburst—lI can’t get over 
it. 

Mr. ly WIND. You thought before that he was helping yous 

Mr. Naruan. I thought that I could get some deals there. I never 
knew I was on any list of any kind. That is probably why I didn’t 
get a lot of deals, when I kept after hii, wasting my time and expense 
around here and everything, trying to get deals. 

Mr. DeWinpv. On these few deals you did get, you picked up $57,000 
on one and $40,000 on the other. 

Mr. Naruan. Yes, sir; that is over the course of 4 or 5 years 

Mr. DeWinp. It was not a complete waste of time. 

Mr. Naruan. That was in the course of over 4 or 5 years, as long as 
I have been around here. 

Mr. DeWinp. Well, the work was easy and enjoyable; was it not! 

Mr. Naruan. It wasn't so easy to lay around here. 

Mr. DeWinp. That is all, Mr. Chairman. 

Mr. Buack. Mr. Chairman, Mr. Nathan would like to make a short 
statement about his recent relations with Mr. Teitelbaum. 

Chairman King. Proceed, Mr. Nathan. 

Mr. Naruan. About 4 or 5 weeks before this thing arose here, my 
wife was in Pittsburgh, Pa. Mrs. Menkin, since 1 found out her 
name, called nhiy house in Florida, and wanted niy wife to come and 
visit with her. My wife was in Pittsburgh: so, she located her in 
Pittsburgh. She got her call and wanted her to visit with them. So, 
when she got the call, she called me. I believe I was here in Washing- 
ton. She said that Shryl wanted her to come to Chicago to visit with 
her. 

Mr. Byrnes. When was this? 

Mr. Naruan. This was maybe 4 or 5 weeks before this trial started 
here. 

Mr. Byrnes. You mean the latter part of October? 

Mr. Naruan. About 7 or 8 weeks ago now, I believe. 

Mr. Byrnes. The latter part of October or the first part of October? 

Mr. Naruan. Probably around that time. I am not sure, but just 
4 or 5 weeks before. How I can explain it, I have hotel bills from 
Chicago on it. 

I was here in Washington. She asked if she could go. I told her 
to go ahead. She went over there and visited with them. I didn’t 
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know where they lived; didn’t know their phone number; never called 
them there. 

So, she went to Chicago. She was there about 3 or 4 days, and 
Shyrl called me up here, Washington, and asked me to come over 
there. I said to her I couldn’t get away, I was trying to get a couple 
little things done around here. 

So, the following night she called again—it was on a Thursday, 
I believe—and asked me if I would come over. She said she wanted 
my wife to stay. My wife wanted to go home. I said, “Maybe I will 
get away tomorrow. I will try to jump over there.” 

Friday I went over there. Friday night I got into Chicago. Mr. 
Teitelbaum and my wife met me at the airport. They drove me over 
to their house. I wanted to go to a hotel. He insisted upon me stay- 
ing at the house, me and my wife. My wife was staying there. We 
stayed there that night. There was a little baby they had in there. 
They had to take the baby out of one room over to another room. We 
slept in that room there. 

The following morning she had to get up early to get his breakfast 
and things. They had a maid there and everything. He went down- 
town early. 

Mrs. Menkin drove me down to his office—I was never in his office 
before in my life—and told me to go up to see him. She went up a 
minute with me. I stayed around there a couple hours, and he took 
me and showed me through his building and took me through another 
building he had. We walked over a couple blocks away. He took 
me upstairs and showed me all of his tenants—a good many of them, 
anyhow. We stopped in. They have a big restaurant on the fourth 
or fifth floor. That evening we had dinner. 

That night, I believe, he took me to the Chez Paree with my wife. 
We went back home that night; slept there the same night. 

The following morning he got up early and probably went out to 
do some business or something. I don’t know. He had three tickets 
to the football game. He gave me one. She drove me to the football 
game. He was already there. When we got back from the football 
game, I said to my wife I thought it would be too much trouble for 
them people to keep staying around there. So, we moved down to the 
hotel. 

They went down with us; drove us down. 

Mr. Byrnes. What hotel was that? 

Mr. Narnan. Stevens Hotel. 

We stayed at the hotel for a couple days. My wife went home. 

The next morning I come to his office. He introduced—by the way, 
Mr. DeWind asked me if I knew Mr. Simon. He introduced me to a 
Mr. Simon there, but I didn’t know who he was until I found out here 
at this trial who Mr. Simon was. I never heard his name before. He 
asked if I knew Mr. Simon. I knew a Mr. Simon in New York, I told 
him. He didn’t say no word to me at no time; treated me nice; noth- 
ing about his tax troubles at no time at all; never mentioned it; 
treated me real nice and treated my wife nice. 

That evening he took us for dinner again. She left the following 
day. I stayed around there 3 or 4 more days. 

He got his mother-in-law to loan me $2,500. I stayed around there a 
couple of extra days. They wanted to get a moving-picture house, 
one of Warner’s theaters, brother-in-law—that was her brother, rather. 
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I called up New York for them and talked to Warner Bros., a friend of 
mine up there, Mr. Harry Kalmine, one of the head men up there, and 
he turned me over to the real-estate department. 

Following, I believe it was a week later, I went to New York, and 
they come over to New York. He came over there to put a stone up 
for his father, in memory of his father, on a Sunday, and his brother- 
in-law and this other fellow came along with him about getting this 
moving-picture house. I made an appointment the following morn- 
ing with the real-estate department. 

Mr. Teitelbaum was in the room with me. He was talking and was 
nice. He called Shyrl in Chicago. She was talking about a bad 
toothache. He put me on the phone to console her. 

I really can’t understand why the man never mentioned in his life 
to me about his tax troubles until I came from downstairs here and 
heard the outburst he was saying. 

That is all 1 can say, gentlemen. As God is my judge, this is the 
absolute truth. 

Mr. Byrnes. You remember these things pretty well. 

Mr. Naruan I have been thinking of these things, about how this 
fellow treated me so nice. I was thinking about how a fellow treated 
me so nice about these things and put me into this trouble. Nobody 
in the world would ever understand why he put me in this trouble. 

Mr. Byrnes. Your memory is pretty good on these deals. 

Mr. Naruan. I have had time for 3 weeks to think about what is 
happening; 3 weeks I have been here. Every night, every day, I have 
been dreaming about it; don’t sleep on account of it. 

I can’t understand why this fellow would put me into this mess 
here with no reason in the world. He never mentioned a tax case; he 
never mentioned in his life to me these tax troubles. 

Why, last Sunday, after Mr. Edlin went back, at 11 o’clock in the 
morning, he called my hotel from Chicago, just a social call, wanted 
me to get an apartment or a home in Florida to live. I can’t under- 
stand the phone call, why he would call me, to get him an apartment 
in Florida. I never got an apartment for nobody. 

Mr. Byrnes. Who called you? 

Mr. Naruan. Mr. Edlin. He is one of the witnesses that said he 
called me in New York about a tax trouble. I never remembered that 
call. Made a remark here. I can’t understand to save my neck, 

Mr. Byrnes. You remember all the events on this trip to Chicago 
pretty well. 

Mr. Naruan. The reason I have been remembering, I have been 
racking my brains for three solid weeks, Congressman. I don’t know 
what happened. I can’t figure it out. I can’t understand it. 

Mr. Byrnes. I do not understand why you are not racking your 
brains about these other things. 

Mr. Naruan. I don’t remember what has gone on here. If you 
had on your mind what was hitting me, you probably would be the 
same as I am, bewildered. I can’t understand it, sir, for the life 
of me. 

If they had any kind of deal, if they did everything that is wrong, 
everything fits in because I know everybody and made these people 
meet one another every time. 

Chairman Kine. Does that complete your statement ? 
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Mr. Naruan. Mr. I. T. Cohen, sir: I ran imio Mr. I. T. Cohen a 
number of times. He was here not long ago at the Mayflower Hotel. 
I ran into his wife and daughter. 

He called me over to introduce me to his daughter. I met his wife 
in Florida, and things like that. I was in his office in Atlanta, and 
was in there for an hour and a half. 

For the life of me I can’t understand what this is all about, sir, 
I really can’t. I would like to get a fair chance to explain it to you. 
I would like to know why he put me in this; that is what I would like 
to know, because he knows that I knowed these big people around here, 
and he put them in so he could put me in. 

Mr. DeWinp. Mr. Nathan, what you have told this committee this 
afternoon is that Mr. Naster lied to this committee. 

Mr. Naruan. Lreally don’t know. I don’t know what went on down 
there. 

Mr. DeWinp. I am talking about this telephone call. 

You Say Naster told you he had been trying to get an expensive 
lawver for Teitelbaum and his tax troubles, and Naster denied that 
conversation. You said it happened. Is that right ? 

Mr. Naruan. Postively. I know that I spoke to Naster for her. 
She called me. She was so nice to us. They were at my house all 
the time. Everything was so nice. You can’t believe this thing 
could happen to a person that happened here because of the close 
friendship there was with the family. When my little girl was 
8S weeks old, she sent my little erandechild down there a S30 silk coat 
for a present, 12 or 14 weeks ago, whenever it was. I can't under- 
stand that. If I was doing wrong, if he wanted to kill me with a 
gun, why would he do these things? 

I believe IT was in New York at the time he claimed—TI can’t find 
out because I haven't got the means right now—when he claims on the 
17th or something he talked to me in Florida and if he had a gun in 
the car he would kill me. I ean’t understand these things. I have 
no means of finding out. 

Mr. DeWrxp. But you are very clear that Naster admitted to you 
that he was trying to get what he referred to as a very expensive 
lawyer in this matter—you had said $125,000? 

Mr. Naruan. He said he was an expensive lawyer. He didn’t say 
very expensive. He said he was an expensive lawyer. 

He named this lawyer to me by the name Dillon. I never knew a 
lawyer by the name of Dillon. He said he was a high-class lawyer. 

Mr. DeWinp. The figure you had mentioned was $125,000 or 
$175,000? 7 

Mr. Naruan. Yes: that is what she said. That is what she told me. 

Mr. DeWrxpv. You mentioned that to Naster. and his reply was, 
“Well, he is an expensive lawyer”? 

Mr. Naruan. He said he was a high-class lawyer: that is what he 
said. Iam pretty sure that is the words he used. 

Congressman, sir, I don’t try to avoid these questions; really, I 
don’t; but it is the worst frame-up on me; you can’t visualize it could 
happen to you the same as it happened to me if people were that 
nice to you and your family like they have been to us all the way 
down the line since IT got to know these people. I can’t believe it is 
possible. 
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Chairman King. You have emphasized that sufficiently, Mr. Nathan. 
Do not vet yourself worked up. 

Mr. Buack. Regarding that question that he had not answered be- 
fore, I was under the impression at the time he had answered it was 
a Florida man. Now it seems to be a Chicago man. What I want 
to ask the chairman is, Have you any idea of asking to have Mr. Nathan 
cited because of that question ¢ 

Chairman Kine. 1 would not be able to make any assurance along 
that line, Mr. Black. 

Mr. Brack. I am endeavoring, as you probably well see, to cure the 
record before this case closes. If the question were a question con- 
cerning a Florida man, then today ‘s answer would not cure the record 
because it Was a Chicago man. I dothink I could get some help from 
counsel on that. They must know. I do not have the transeripts 
I have those transcripts, by the way, ves, I have those. 

Chairman Kine. L think the committee will take due note of all the 
circtunstances, 

Mr. Bruack. I ask the committee that they consider the position 
I am taking now on that. 

Chairman Kine. Very well. 

You may be excused, Mr. Nathan, but you understand you are 
subject to call by the committee at any time. 

You understand that, do you? Tam excusing you now. 

Mr. Naruan. Do I have to stay around / 

Chairman Kine. No; you can go about your business as usual. 

Mr. Brack. He can go to his home in Miami ? 

Chairman Kine. Yes. You must remain subject to recall by the 
committee. 

Mr. Naruanx. If I may say one more thing, the night before I was 
served with a subpena to come up here, about 1 o'clock in the morning 
there was a long-distance phone call that came to my house, and 
somebody says to me, “You had better duck out of the country; you 
are in a lot of trouble up here in Washington.” Why they would say 
that to me. to make morning headlines or something, I don’t know. 
I couldn’t understand the call. T said, “Who is this?” and bang! went 
the receiver. I really don’t know what the call was about. 

Mr. Kran. This is before you got the subpena ? 

Mr. Naruan. Yes, sir: the night before. I got it Thanksgiving 
Day, the subpena. 

Mr. Kean. You do not know where the long-distance call was from ? 

Mr. Naruan. I really don’t. The operator says, “Are you Mr. 
Nathan?” Isaid,“ Yes.” and the minute I said, “Yes,” the man started 
talking, said his name was Dolan, or something like that. The night 
before, they probably wanted to get a real story. I don’t know what 
it could be. 

Mr. Kean. Did the man who spoke to you speak with any special 
kind of accent? Could you tell what part of the country he came 
from / 

Mr. Naruan. No: I don't think so, sir. I can’t remember. 

Mr. Brack. I just want to remind the committee that when Mr. 
Nathan testified before, T asked to have a lie test made visually. Mr. 
Nathan repeated much of what has been said about a lie-detector test 
and the chairman said you gentlemen would take it up in executive 
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session. I do not know whether you have or not. You have been 
pretty busy. 

Chairman Kine. Very well. That is all now. 

Mr. Brack. That is all. 

Mr. Naruan. Thank you very much. 

Chairman Kine. The committee will now adjourn until the call of 
the Chair. 

(Whereupon, at 6:05 p. m., Friday, December 14, 1951, the hearing 
was ical subject to the call of the Chair.) 
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FRIDAY, DECEMBER 21, 1951 


Hovsr or Rerresenrarives, 
SuBCOMMITTEE ON THE ADMINISTRATION 
or THE INTERNAL Revenve Laws or THE 
ComMMITTEE ON Ways AND Means, 
Washington, D). C. 


The subcommittee met at 11:35 a. m., pursuant to notice, in the 
main hearing hoom of the Committee on Ways and Means, New House 
Office Building, Hon. Eugene J. Keogh presiding. 

Present: Representatives Keogh, Kean, and Curtis. 

Present also: Representative Mason. 

Committee staff present: Adrian W. DeWind, chief counsel to the 
subcommittee; Charles S. Lyon, assistant counsel; John E. Tobin, 
assistant counsel; Charles W. Davis, clerk of Ways and Means Com- 
mittee; James Q. Riordan; and Walter C. Taylor. 

Mr. Kerogu. The subcommittee will come to order. 

Mr. Henry W. Grunewald has been sworn and is called as a witness. 

Mr. Mavonery. Mr. Chairman, may I make a request that at the out- 
set of this hearing, this public hearing, the use of flash cameras be dis- 
continued during the testimony or the statements which are to be 
made? I think that flash bulbs going off in a person’s face certainly 
are not conducive to calm and collective reflective thinking. I do not 
wish to deprive the news cameramen of their opportunity to take what- 
ever pictures they wish of my client, but Ido wish that during the ac- 
tual proceedings the flash cameras be dispensed with. 

Mr. Krogu. The subcommittee has uniformly sought to accom- 
modate the convenience of all witnesses in the manner to which you 
refer. Wecansay to you that we have had the cooperation of the press 
photogr ‘aphers. Iam sure they will continue to cooperate with us. If 
it isagreeable with your client, we will suggest that the photographers 

take as many shots now as they think they ought to have and there- 
after give the witness the usual consideration that they have extended 
heretofore. 

Mr. Matonry. Very good, that is agreeable. 


TESTIMONY OF HENRY W. GRUNEWALD, WESTCHESTER APART- 
MENTS, WASHINGTON, D. C., ACCOMPANIED BY HIS COUNSEL, 
WILLIAM POWER MALONEY 


Mr. DeW inp. Mr. Grunewald, you have already told the subeom- 
mittee that your name is Henry W. Grunewald, that you are 59 years 
of age, and live in Westchester Apartments. Is that correct ? 


1905 
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Mr. Mavonry. Mr. Chairman, at this time T most respectfully ask 
the permission of the Chair to make a statement and to lay upon the 
record of this proceeding, this public proceeding, the reasons and — 
basis for certain advice which I am going to give Mr. Grunewald : 
this time as his attorney. 

Mr. Keocgu. Mr. Maloney, the subcommittee will take under con- 
sideration your request. 

Mr. Maloney, | am advised by the subcommittee present here this 
morning to inform you that the subcommittee will not at this time 
receive any statement from you as counsel for the witness. 

Mr. Maroney. May I say, sir, that Iam appearing here as attorney 
~ : must as his attorney insist upon my right to represent this man, 

. Kroon. Mr. Maloney, you are appearing here as an attorney 
a pas are here with the consent and permission of this subeom- 
mittee. You must abide by the rules adopted by the subcommittee 
and which rules have been heretofore uniformly applied to all who 
have appeared before this subcommittee. 

Mr. Maroney. Mr. Chairman, may I respectfully say that the Con- 
stitution of the United States far antedates any rules of the subeom- 
mittee. 

Mr. Kroau. Mr. Maloney, you are out of order. 

Mr. Maroney. If it is out of order for an attorney to appear and 
protect the rights of a witness before a committee, ‘that is the first 
time | have heard of it. I do not intend to be dis srespect ful at all, 
sir, but I do insist that this man is a citizen of the United St: ites and 
he has certain constitutional rights. 

Mr. Krogu. Mr. Maloney, you heard the ruling of the subcommittee. 
T admonish you to respect that ruling and abide by it. 

Mr. Maroney. IT have no choice but to adhere to the ruling of the 
Chair. Tsay it is most unfair for the Chair to rule that way. 

Mr. Krocu. Mr. Maloney, the subcommittee is not listening to you. 

Mr. Maroney. I don’t see how they can fail to hear me, sir, and I 
insist on my rights now as attorney to appear and state the reasons 
why Tam going to direct my client to refuse to answer any questions. 
] intend to lay the foundation to take this matter to the Supreme Court, 
if necessary, 

Mr. Krocu. Mr. Maloney, I warn you that a continuance of this 
conduct will necessarily force us to remove you from this hearing. 

Mr. Manonry. Sir, you may remove me, but I doubt your capacity 
or the capacity of anyone to stop me from representing my client to 
the best of my ability. T say, sir, I wish to lay the foundation and 
make a record which will be the subject of review by every court in this 
country. 

Mr. DeWrtxp. Mr. Grunewald. T will proceed with the question- 
ing, stating to you first that you have the right to cons sult with your 
counsel prior to answering any question that is put to you. 

Now what is your business address, Mr. Grunewald? 

Mr. Grenewarp. Gentlemen, Iam following the advice of my coun- 
sel and for reasons which he has stated T most respectfully deeline 
to answer any questions at this time. 

Mr. Maroney. And for the reasons which I was not permitted to 
state for the record but which T will insist 

Mr. DeWrxp. Mr. Grunewald, if you wish to state for the record 
the basis on which vou refuse to answer questions and if vou wish to 
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consult with your counsel before making any such statement, you are 
at liberty to do so. 

Mr. Grunewarp. Gentlemen, I request to read the statement pre- 
pared by my counsel. 

Mr. Maroney. In answer to a question asked by Mr. DeWind. 

Go ahead and read it. 

Mr. DeWinp. Mr. Grunewald, if the answer turns out to be unre- 
sponsive, of course I will have to interrupt you and ask the chairman 
to direct you to answer the question. 

Mr. Krogu. May I ask the stenographer to repeat the question put 
to the witness / 

(The question referred to was read back by the reporter as follows: 
“Now what is your business address, Mr. Grunewald ¢”) 

Mr. Matonry. Would you read the colloquy following after that, 
please / 

Mr. DeWinp. It is simply the pending question. 

Mr. Maroney. I would like to have the ¢ ‘olloquy read. 

Mr. Kr iH, T he ( “olloquy is nota p: urt of the rec ‘ord. 

Mr. Maroney. I suggest, sir, that out of the colloquy arose another 
question, but my recollection may be wrong. I do request in the in- 
terest of clarity of the record that the colloquy be read back on that 
point. 

Mr. DeWinp. [ simply advised Mr. Grunewald prior to answering 
that question if he wished to consult you he was at liberty to do so. 
The question is, What is vour business address ? 

Mr. Mavonry. May Lask that the record be read back ¢ 

Mr. Krocu. The request is denied. 

Mr. Maroney. Then my client at this time wishes to state for the 
record his reason for declining to answer questions at this time. He 
will now proceed to read the statement. 

Mr. Grunewatp (reading): 

Mr. Henry W. Grunewald has appeared here today in response to a subpena 
of this committee. Iam appearing with him as his counsel. 

As this committee already knows, Mr. Grunewald was recently confined to 
Georgetown Hospital as a patient from December 6 until December 17. Your 
own doctors examined him and reported that his physical and mental condi 
tion was such that he could not with safety leave the hospital and appear 
before this committee. Although he has been released from the hospital, he 
is ill and very sick, and both the committee doctors and Mr. Grunewald’s physi 
cian are in agreement that he still requires medical attention for an indete 
minate time. I have advised Mr. Grunewald as fully as I can to consider his 
present mental and physical condition, of his rights and duties as a witness 
before this committee, and as his counsel I here and now publicly advise and 
direct him not to answer any question which may be asked of him today by this 
committee or by its counsel. 

It is my respect for the Congress of the United States which requires me 
to declare the reasons which impel me to so advise him. Furthermore, it i 
necessary for the protection of my client's rights that a record be made at 
this time setting forth what I believe to be valid reasons for his refusal to 
testify, so that in the event this matter is reviewed by Congress and the courts, 
Congress and the courts shall have before them a record of what transpired 
here and the reasons advanced in support of Mr. Grunewald’s rightful refusal 
to testify. 

The Supreme Court of the United States has said in the ease of Sinclair vy. 
The United States (279 U. S. 268), and I quote from page 291: 

“While the power of inquiry is an essential and appropriate auxiliary to the 
legislative function, it must be exerted with due regard for the rights of wit- 
nesses, and a witness may rightfully refuse to answer where the bounds of the 
power are exceeded,” 
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I would not for one moment dispute the right of a congressional committee 
to conduct a legitimate inquiry for the purpose of ascertaining facts upon which 
to base recommendations for legislation. I do not do so now. 

I do say, however, that the procedure followed by the present inquiry has 
gone fur astray of any legitimate purpose or power possessed by the Congress 
of the United States. Anyone who has read the newspaper accounts of the 
proceedings before this committee or listened to the news broadcasts cannot fail 
to arrive at a conclusion that these proceedings are in effect a public trial of 
persons whose names have been bandied about with utter disregard of the 
fundamental rights guaranteed to all citizens by the Constitution, a trial con- 
ducted in flagrant disregard of the rules of evidence which have been estab- 
lished and time-tested for the protection of the rights of all citizens. Among 
these rights are the right to be informed of the nature and cause of the accusa- 
tion and to be confronted with the witnesses against him, the right to cross- 
eXatnine witnesses produced against him, the right to be present at the trial and 
be represented by counsel of his own choosing, and the right to a verdict at the 
hands of an impartial jury. 

These are basic fundamental rights guaranteed to all citizens by the Constitu- 
tion of the United States. I cannot stand idly by and permit an attack upon the 
fundamental law of our country, a law which, by the way, far antedates and 
supersedes any rules or rights of this committee. 

While I do not claim to speak for them, I feel that the entire bar of the United 
States, the courts of our country, the Congress, and every thinking citizen must 
be deeply disturbed by the spectacle of a congressional committee under the guise 
of obtaining legislative facts conducting a trial by association and surmise in 
which the accused are neither informed of the nature of the charge against them 
nor granted any of the rights guaranteed by the Constitution. If in the course of 
a proper inquiry it should be revealed that public officials are dishonest or incom- 
petent, the law provides that they may be removed by impeachment. This is not 
an impeachment proceeding. In fact, the House has no power to try an impeach- 
ment proceeding. 

Speaking of a senatorial investigation committee, the Vice President of the 
United States was presiding in the Senate on June 19, 1950, and said: 

“The Senate is not a grand jury. None of its committees are grand juries. The 
Senate cannot try anyone for any offense.” 

I submit the words of the Vice President apply with equal force to any com- 
mittees of this distinguished House of Representatives. Yet in this unprece- 
dented trial—and I insist that this is a trial—this committee is usurping the 
power and functions of the grand jury and of the Constitution of the United 
States. This committee has cast itself in the role of prosecutor, grand jury, 
trial court, witnesses, and jury in derogation of the rights guaranteed te all 
citizens by the Constitution. 

My client has been depicted in the press and over the radio as an influence 
peddler, a generally unsavory character, as a fixer, as a party to a criminal 
attempt to extort money. 

All of the foregoing are on the basis of the rankest kind of hearsay testimony 
and surmises which this committee has permitted to be spread on the public 
record in complete and utter disregard of the rights of my client and in violation 
of the express provisions of the Constitution. 

Nor do I stand alone in my condemnation of the methods of this committee 
and the practice pursued by its counsel in this respect. A member of this very 
committee has publicly expressed his disapproval in strongest terms of the 
tactics employed by counsel for the committee and the procedure followed by 
this committee. 

I say it is no less the duty of the Congress and its committees to protect the 
rights of our citizens than it is the duty of the courts to do so, and it surely 
was within the power and province of the committee to have prevented this 
grave miscarriage of justice, had it desired to do so. 

Only yesterday the press of New York carried a report of a committee of the 
New York State Bar Association on the subject of congressional inquiries con- 
demning such practices and recommending the adoption of a code of procedure 
for the protection of witnesses. Among other things this committee said, and 
I quote: 

“tt is often asserted that Congress has the job of enlightening and educating 
the public so as to create an intelligent public opinion. This may be an inci- 
dental and often valuable byproduct of the legislative process, but it is ques- 
tionable whether education is a constitutional function of the legislature suf- 
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ficient to sustain procedures of doubtful value in eliciting facts, especially when 
weighed against the danger to individal rights. Nor de we find any sound 
constitutional basis for the assertion sometimes made that television, news- 
reels, radio, or the camera have rights guaranteed by the first amendment to 
record proceedings which are a part of official governmental investigations. 
Equally doubtful is the existence of any rights in the publie to hear the legisla- 
tive or executive proceedings while they are in progress. 

“On the score of fairness and justice to witnesses appearing before the com- 
mittee, the fact that these media are, as a matter of experience, selective in 
their coverage, raises serious questions of due process. Only those moods of 
the witness or the committee which appeal to the current popular fancy are 
caught and reproduced, part particularly in the case of newsreel and camera. 
But even as to radio and television there is great pressure on the members of 
the committee to telescope and compress the hearings, selecting for their public 
sessions the most sensational witnesses and the most spectacular part of their 
testimony, in a measure staging the hearing to accommodate the media over 
which it is carried. 

“The importance of time is magnified by the practice schedules of radio and 
television. Only a portion of the hearings can be broadcast or else the whole 
proceedings must be shortened to accommodate the stations and to sustain the 
public interest. And the danger that legislators may use the tremendous national 
audience for personal advantage at the cost of a dignified and fair proceeding 
cannot be ignored.” 

On the basis of what has transpired so far in these hearings one cannot help 
but conjecture whether the real purpose of counsel for this commitee is to use 
the widespread publicity as a poltical springboard, as was done in the case 
of another counsel for a very recent senatorial committee. 

I would like to remind this committee that “no person shall be held to answer 
for a political or otherwise infamous crime unless on a presentment or indict- 
ment of a grand jury, nor be deprived of life or liberty or property without due 
process of law,’ and that is the fifth amendment to the Constitution of the 
United States. 

This committee has not once but repeatedly in the course of its public hearings 
permitted statements to be made by witnesses testifying under oath under cloak 
of immunity from slander, accusing my client, among other persons, of in- 
famous crimes, including an attempt to extort $500,000 from Teitelbaum as 
the price of quashing criminal proceedings against him. 

As an example of the extreme to which this committee has gone in an attempt 
to condemn my client in the eyes of the public, the same public from whom some 
day may be drawn a jury to try him for that very offense, is the following: 

Teitelbaum offered as his testimony here that a man speaking with a deep 
guttural German accent 

Mr. Kroon. The witness will suspend. I am instructed by the 
subcommittee to remind you that the statement you have been offer- 
ing us is intended to be the reasons for your refusal to answer the 
pending question. We must ask you to restrict your statement to 
those reasons. 

Mr. Matonry. May I say, Mr. Chairman, that the witness is read- 
ing a statement which I had prepared and which I intended to give 
my vself to the committee. It is not a very clear copy; it is a third 
carbon copy. For that reason he has had a little difficulty reading it. 

However and further, he is about to conclude, and the matter to 
which he is about to allude has a very definite bearing upon his de- 
clining at this time to answer questions. I assure the committee of 
that and if you will permit him to continue, it will be obvious. 

Mr. GruNnEWALD (continuing reading) : 


Speaking with a deep guttural German accent telephoned him threatening dire 
consequences and mentioning the names of public officials as being members of 
a clique, unless he paid the extortioner’s price. 

Three members of this committee invaded the privacy of my client's sick 
room in Georgetown Hospital on December 12, 1951, and upon leaving the sick- 
room one of the members of this committee is reported in the press as saying 
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he found my client “sitting in bed looking like a Prussian drill sergeant.” And 
that same member of this committee in response to a question by a reporter as 
to whether my client spoke with a deep guttural German accent, replied, “Ab- 
solutely.” No other conclusion can be reached but that this was a deliberate 
“alculated attempt to create in the public mind the indelible impression that 
my client was in fact the man who made the extortion phone call. 

What assurance can he have that any denial which he might enter here 
would ever reach the eyes and ears of the persons who read that damning 
statement by a member of this committee? What point is served by him ap- 
pearing here now and entering his denial on the record days after he has been 
convicted in the public mind as the result of this unquestionably improper re- 
mark by a committee member? 

The law has always recoxznized that a man’s right to his good name and 
reputation is a property right just as tangible as his right to own real estate 
or have money in the bank. My client has in fact been deprived of his good name 
and reputation without due process of law. 

I would like to call the attention of the entire bar, the judiciary, the Con- 
gress, and the public to an even more serious consequence of the wanton abuse 
of power by this committee and its counsel. I refer to the very grave threat 
which the practice and procedure adopted by this committee and other recent 
congressional investigating committees poses to the orderly administration of 
justice in this country and to the right of every accused to a trial by an impartial 
jury. 

Since the adoption of the bill of rights the right of every citizen to a trial 
by an impartial jury has been most zealously guarded and protected. This 
committee must now bear the responsibility for depriving citizens of that right. 
There is no blinking the fact that as a result of the irresponsible hearsay testi- 
mony which this committee has permitted to be spread upon the record in 
public, knowing and intending that it would be published in press and radio, 
well nigh every man and woman in the city of Washington, nay, in the entire 
Nation, has come to a conclusion as to the guilt of those accused. 

This committee has already made it impossible for my client or any other 
person who may be accused of a crime in connection with the matters which 
have been inquired into here, to obtain a trial by an impartial jury not alone in 
Washington but anywhere in the Nation. The law in its wisdom has provided 
for a change of venue to protect persons who have been unfairly tried in the press, 
This wise provision of the law has been nullified by this committee on a Nation- 
wide basis, 

I would like to call the attention of this committee to the sixth amendment to 
the Constitution and remind this committee that the sixth amendment is still in 
full force and effect. It reads as follows: 

“In all criminal prosecutions, the accused shall enjoy the right to a speedy 
and publie trial, by an impartial jury of the State and district wherein the crime 
shall have been committed * * * and to he informed of the nature and cause 
of the accusation; to be confronted with witnesses against him: to have com- 
pulsory process for obtaining witnesses in his favor; and to have the assistance 
of counsel for his defense.” 

My client has been deprived of not one but every one of the rights guaranteed 
to him by the sixth amendment as the result of this trial by association and 
surmise, and I use the word “surmise” ndvisedly, because T rend in the record that 
one witness, Mr. Caudle, was permitted to testify in publie that he “surmised” 
that it was my client who made the extortion telephone call to Teitlebaum. 

Over the entire judicial history of this country, the courts have enforced 
strictly those rules of evidence which have been time-tested for the protection 
of all citizens to see to it that no accused shall be convicted except upon proper 
legal evidence. The proceedings here liave the ring of a people’s court conducted 
behind the iron curtain. I know of no court in this country, nor indeed any- 
where in the English-speaking world, where Mr. Caudle would have been per- 
mitted to testify as he did, and it is no excuse nor does it in any way repair the 
damage for the chairman of this committee now piously to assert that such 
testimony and other testimony like it is “unfortunate.” This committee, as a 
committee of Congress. has the very clear duty to protect the rights of all 
citizens against the type of slanderous accusations and vilifications with which 
this record is replete. If the committee sincerely thought such hearsay testimony 
was of any value to it in its legitimate Purpose. such testimony could have been 
taken in secret in executive session. [t weulld be violating every rule of reason 
to suppose that the committee did net know in advance or have reasonable 
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opportunity to acquaint itself with the nature of such obviously improper testi- 
mony and take proper action to protect the rights of those whose names were 
mentioned. 

Gentlemen, after this conclusion, after I have read this article, 
after I have read this—— 

Mr. Maroney. Statement. 

Mr. Grunewap. Statement, I have followed the advice of my coun- 
sel, and for the reasons which he has stated I most respectfully de- 
cline to answer any questions at this time. 

Mr. Keocu. Mr. Witness, pursuant to the instructions of the sub- 
committee, I direct you to answer the question pending, namely, What 
is your place of business ¢ 

Mr. Grenewavp. Mr, Chairman, you bring me back to the same 
answer. 

Mr. Curtis. What is that answer? 

Mr. Gronewarp. The answer is that I have followed the advice of 
my counsel, for the reasons which he has stated, and I must respect- 
fully decline to answer any questions at this time. 

Mr. DeWinp. Mr. Grunewald, was it the advice of your counsel 
that you should answer questions only in public session ? 

Mr. Maroney. I object to that question as an invasion of the right 
of privacy existing between counsel and his client. I direct the wit- 
ness not to answer. 

Mr. DeWixp. Mr. Grunewald, your counsel, Mr. Maloney, has 
stated to this committee that he has advised you not to answer ques- 
tions except in public session. 

Now, is that a fact? 

Mr. Matonry. I have made no such statement to this committee. 
Are you referring now to the hearing at the hospital’ I will state 
for the record now that at the hospital— 

Mr. DeWrnxp. No, Mr. Maloney. Don’t state anything for the 
record. You haven't been asked to make a statement for the record. 

Mr. Matonry. Since that hearing something has happened which 
has made me change my mind and my advice. And I made no such 
statement to the committee in executive session yesterday or this 
morning. 

Mr. DeWinp. Mr. Grunewald, isn’t it a fact that you asked Mr. 
Oliphant, formerly chief counsel to the Bureau of Internal Revenue, 
not to advise this committee of the questions that you had asked him 
concerning the Teitelbaum tax case? 

Mr. Grunewavp. I am following the advice of my counsel: the 
same story. [By advice of counsel and for the reasons that he has 
stated, I most respectfully decline to answer any question at this 
time, sir. 

Mr. Krogu. Mr. Witness, pursuant to the instructions of the sub- 
committee, I direct you to answer the pending question. 

Mr. Grunewavp. Mr, Chairman, with due respect to you, I must 
answer the same question to you. 

Mr. Maroney. Make the same answer. 

Mr. GruNewatp. Make the same answer. 

Mr. Krocu. What is that answer, Mr. Witness ? 

Mr. Grunewavp. I am following the advice of my counsel. 

Mr. Maroney. And for the reasons 
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Mr. Grunewavp. And for the reasons which he has stated, I most 
respectfully decline to answer any questions at this time. 

Mr. Keogu. Mr. Curtis? 

Mr. Curtis. Mr. Witness, what do you mean by refusing to answer 
questions at this time? 

Mr Mavoney. I am sorry. I will have to direct the witness—— 

Mr. Curtis. No, I am asking the witness that. Please keep still. 

Mr. Grenewavp. I am following the advice of my counsel, and 
for that reason, which he has stated before, I most respectfully decline 
to answer any question at this time, sir. 

Mr. Curtis. My question is, What do you mean by “this time”? 

Mr. Grunewa.p. I will stand on my statement, sir. 

Mr. DeWrxv. Mr. Grunewald, have you ever made any loans to 
persons employed by the Federal Government at the time you made 
the loans to them? 

Mr. GruNnewap. With all due respect to you, Mr. DeWind, I must 
refer back to that—I am following the advice of my counsel, and for 
reasons which he has stated, I most respectfully decline to answer 
any question at this time. 

Mr. Krocu. Mr. Witness, pursuant to the instructions of the sub- 
committee, I direct you to answer the pending question. 

Mr. Grunewarp. With all due respect to you, Mr. Chairman, I 
make the same answer. 

Mr. Kreogu. What is that answer? 

Mr. Grunewap. That answer is that I am preren mg the advice of 
my counsel, and for the reasons which he has stated, 1 most respect- 
fully decline to answer any questions at this time. 

Mr. Kroon. Mr. DeWind? 

Mr. DeWtnp. Mr. Grunewald, you were served with a subpena of 
this committee to produce here certain books, records, and documents 
described in that subpena. Will you now kindly produce them for 
the subcommittee? 

Mr. Grunrewap. On the advice of my counsel and for the reasons 
which he has stated, I respectfully decline to do so at this time. 

Mr. Krocu. Mr. Witness, pursuant to the instructions of the sub- 
committee, I direct you to answer the pending question and produce 
the books, records, and documents called for by the subpena duces 
tecum heretofore served on you. 

Mr. Grunewap. On the advice of my counsel, sir, and for the rea- 
sons which he has stated, I respectfully decline to do so at this time. 

Mr. DeWinp. Now, isn’t it a fact, Mr. Grunewald, that your counsel 
stated here yesterday that in a public hearing you would produce the 
documents called for by the subpena ¢ 

Mr. Matoney. I submit we will let the record speak for itself on 
that. If you want to read the record, you can. 

Mr. Krocu. This is from the hearing of the Subcommittee on Ad- 
ministration of the Internal Revenue Laws of the Committee on Ways 
and Means, Washington, December 20, 1951: 

Question, by Mr. Kean: 

“Will the documents be produced at the public hearing?” 

Answer, by Mr. Maloney: 

“Sir, he will obey whatever subpena is served upon him to appear at a public 
hearing.” 

Question, by Mr. Kean: 

“Including documents?” 
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Answer, by Mr. Maloney: 

“Yes.” 

Mr. Matonry. And it is perfectly obvious by that exchange, Mr. 
Chairman, that I was referring to the fact that this witness would 
appear ata sre hearing and obey a subpena requiring him to appear 
at a public hearing, but not to produce documents. I have never yet 
made any agreement with this committee to have him produce docu- 
ments. 

Mr. DeWinp. Mr. Grunewald, are you admitted to practice before 
the Treasury Department of the United States? 

Mr. Grunewa. I am following the advice of my counsel, and for 
this reason which he has stated I most respectfully decline to answer 
any questions at this time. 

Mr. Krocu. Mr. Witness, pursuant to the instruction of the sub- 
committee, I direct you to answer the pending question, as to whether 
vou have been admitted to practice before the Treasury Department 
of the United States. 

Mr. Grunewaup. Mr. Chairman, I will only have to repeat the same 
answer to you. I am following the advice of my aan and, for the 
reasons which he has stated, I most respectfully decline to answer any 
questions at this time. 

Mr. Keocu. Mr. DeWind? 

Mr. Matoney. Now, I would like to have that removed, if you don’t 
mind. 

(The reference is to the flash of a photographer’s bulb.) 

I think that is a direct violation of the agreement which I had with 
the photographers, and I don’t approve or appreciate that for 1 min- 
ute. I wish the gentleman who Is leaving with the picture would be 
requested to bring it back. I think that is in violation—clearly in 
violation—of the committee’s agreement with me. I wish that plate 
would be destroyed, if you don’t mind. 

Puorocraruer. I have no power to destroy it. 

Mr. Maroney. I wish the committee would impound it. 

Mr. Keceu. I have been instructed by the subcommittee to inform 
the photographer who took that last picture that it is the subecom- 
mittee’s opinion that that picture should not be used, and I have fur- 
ther been instructed by the subcommittee to remind the press photog- 
raphers of our “gentlemen’s agreement” with respect to such pictures. 

Mr. Maroney. Now, that’s just the type of picture to which I took 
exception. 

Mr. Keocu. The matter has been disposed of, Mr. Maloney. 

Mr. DeWinp. Mr. Grunewald, what steps have you taken to comply 
with the subpena of the subcommittee to produce here the books, rec- 
ords, and documents set forth in the subpena? 

Mr. Grunewatp. Mr. DeWind, I am following the advice of my 
counsel and, for the reasons which he has stated, I most respectfully 
decline to answer any questions at this time. 

Mr. Krocu. Mr. Witness, pursuant to the instructions of the sub- 
committee, I direct you to answer the pending question. 

Mr. Grunewavp. Mr. Chairman, respectfully to you, I am follow- 
ing the advice of my counsel and, for the reasons which he has stated, 
I most respectfully decline to answer any questions at this time, sir. 

Mr. Keocu. Mr. DeWind? 
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Mr. DeWinp. Are you now refusing, Mr. Grunewald, to produce any 
of the books, records, and documents called for by that subpena ? 

Mr. Grunewavp. Mr. DeWind, I refer you back to the same an- 
swer. I am following the advice of my counsel, and for the reason 
which he has stated, I most respectfully decline to answer any ques- 
tions at this time. 

Mr. Krocu. Mr. Witness, pursuant to the instructions of the sub- 
committee, I direct you to answer the pending question. 

Mr. Maroney (to Mr. Grunewald). Read the same answer. 

Mr. Grunewarp. With respect to you, Mr. Chairman, I am follow- 
ing the advice of my counsel, and for the reasons which he has stated 
I most respectfully decline to answer any question at this time. 

Mr. DeWinpv. Mr. Grunewald, what is your age? 

Mr. Matonry. He said 59 in the executive session. Do you want 
to ask him again? 

Mr. DeWinv. What is your age, Mr. Grunewald? 

Mr. Grunewavp. I was born in 1892. 

Mr. DeWrinv. What was the place of your birth? 

Mr. Grunewavp. Mr. DeWind, you are bringing me back to the 
same answer. I am following the advice of my counsel, and for the 
reason which he has stated, I most respectfully decline to answer any 
questions at this time. 

Mr. Keogu. Mr. Witness, pursuant to the instructions of the sub- 
committee, I direct you to answer the pending question. 

Mr. GrunewaLp. Again with due respect to you, Mr. Chairman, 
my answer is I have followed the advice of my counsel, and for the 
same reasons which he has stated, I most respectfully decline to an- 
swer any question at this time. 

Mr. DeWinp. Mr. Grunewald, did you testify correctly when you 
testified before the Senate District Committee in 1950 that you were 
born in South Africa ? 

Mr. Grunewacp. Again, Mr. DeWind, I am sorry. I will have 
to refer you back to—I am following the advice of my counsel, and 
for the reasons which he has stated I most respectfully decline to 
answer any questions at this time. 

Mr. Krocu. Mr. Witness, pursuant to the instructions of the sub- 
committee, I direct you to answer the pending question. 

Mr. Grunewavp. Mr. Chairman, again with due respect to you, I 
am following the advice of my counsel, and for the reasons which he 
has stated, I most respectfully decline to answer any questions at this 
time, sir. 

Mr. DeWinp. Mr. Grunewald, would you please give the subeom- 
cittee the names of any officials of the Federal Government who, while 
serving as officials of the Federal Government, have visited in your 
hotel suite at the Hotel Washington ? 

Mr. Maroney. Mr. Chairman, may I respectfully suggest at this 
time that the position which the witness has taken up to now and 
intends to take without changing throughout these hearings is that 
he will decline to answer any questions asked of him at this time. 

I submit, with that statement on the record, that it is improper for 
Mr. DeWind now to ply him with other questions solely for the pur- 
pose of making a record, and then having it appear in the paper that 
Mr. Grunewald refused to answer a question about this or a question 
about that. 
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Mr. Chairman, as you and I both know, that is an old trick, and 
1 object to it right now, and I suggest that Mr. DeWind be asked to 
desist from any more of his tric ‘ks. 

Mr. Krocu. I have been instructed by the subcommittee to remind 
you, Mr. Maloney, that the question as to the propriety of any ques- 
tion put is one for the subcommittee to decide. 

But am I to take it from your last statement that you are making 
the concession and admission on the record that with respect to any 
questions that might be put to the witness by the counsel for the sub- 
committee the answers he has previously made to those already put 
would be the same answer as he would give / 

Mr. Mavonry. That is the statement and the position which the 
witness takes, and I think it is quite clear from the statements which 
he has been making. 

Mr. Curtis. Mr. Chairman ? 

Mr. Grunewald, in your answer to a previous question, you referred 
toa Mr. Teitelbaum. What Mr. Teitelbaum is it that you referred to? 

Mr. Grunewatp. Mr. Congressman, I am following the advice of 
my counsel, and for the reasons which he has stated, I most respect- 
fully decline to answer any questions at this time. 

Mr. Curtis. But you did, in an answer, refer to a Mr. Teitelbaum, 
and I wanted to have you identify him. Who is he # 

Mr. Mavoney. Just a minute, Mr. Curtis. 

Mr. Curtis. No, no. I want the witness to answer. 

Mr. Mavonery. But, sir, that is not an accurate statement of the 
record. The witness was not asked that question. 

Mr. Curris. In response to a question, he referred to a Mr, 
Teitelbaum. 

Mr. Maroney. That is the same Teitelbaum who has been in the 
newspaper. 

Mr. Curtis. IT am asking him to identify Mr. Teitelbaum. Who is 
he, and where does he live ¢ 

Mr. Grunewatp. Mr. Congressman, I would have to refer back 
to the same answer. I am following the advice of my counsel, and 
for the reasons which he has stated, I most respectfully decline to 
answer any question at this time. 

Mr. Krocu. T have veen instructed by the subcommittee to make the 
following statement : 

This subcommittee is vested with the power and duty to investigate 
the administration of the internal revenue laws. Among the ques- 
tions that have Leen brought to the attention of this subcommittee 
are Whether persons having no official position have in fact been able 
to affect the administration of the internal revenue laws, and if so, 
whether appropriate legislation is needed or desired to meet such 
situations. There can, of course, be no doubt that these inquiries fall 
squarely within the jurisdiction of this subcommittee. There is 
equally no doubt that the subcommittee is authorized to call witnesses, 
including Mr. Grunewald, to further such an investigation, or the 
investigation of any other matter within the subcommittee’s juris- 
diction. All this woes to the essence of the nature and purpose of 
hearings conducted by the subcommittee. 

Qur hearings are not, as Mr. Grunewald and his counsel seem to 
assume, grand jury proceedings, nor are they trials, either civil or 

criminal. 
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Mr. Mavonry. I know they are not trials or grand jury proceedings, 
Mr. Chairman, but they certainly look like it. They certainly have 
all the ring of it. 

Mr. Keocu. You may step aside, Mr. Grunewald. 

Mr. Maroney. Do I understand that the committee no longer 
desires Mr. Grunewald’s presence before it? 

Mr. Krocu. The subcommittee will go into executive session now, 
and we will be pleased to convey to you the decision of the subcom- 
mittee just as soon as it is made. 

Mr. Matonry. Very good, sir. 

6 Mr. Keocu. The public hearing stands in recess to the call of the 
hair. 

(Whereupon, at 12:40 p. m., Friday, December 21, 1951, the hear- 
ing was recessed to the call of the Chair.) 
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TUESDAY, JANUARY 29, 1952 


House or Representatives, 
SUBCOMMITTEE ON ADMINISTRATION OF THE INTERNAL 
Revenve Laws or rue ComMITTEE ON WaAYs AND MEANS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:20 a. m., in the main 
hearing room of the Committee on Ways and Means, New House 
Office Building, Hon. Cecil R. King (chairman of the subcommittee) 
presiding. 

Present : Representatives King, O’Brien, Keogh, Kean, Curtis, and 
Byrnes. 

Present also: Adrian W. DeWind, chief counsel; Bruno Schachner, 
special counsel ; and Charles 8S. Lyon, assistant counsel. 

Chairman Kine. The subcommittee will be in order. 

Mr. O’Brien / 

Mr. O’Brien. Mr. Chairman, early last fall Congressman Wayne 
Hays, of Ohio, reported to the House on the tax delinquency of Gov. 
William F. Beardsley, of Iowa, in which he said the rumors around 
Iowa were that the Governor’s tax return was being investigated by 
Government agents. There were also rumors around Iowa to the 
effect that the Governor would receive preferential treatment. 

I called this to the attention of our committee, and it was decided 
that the case should be looked into and public hearings should be 
held on it to see whether or not Governor Beardsley would receive the 
same treatment other taxpayers receive where evidence of fraud to 
evade Federal taxes had been found. 

I have called the attention of the chairman and the counsel of the 
committee to the previous action of the committee, but it was always 
delayed for some reason or other, and no hearing was ever held. 

From newspaper reports, Governor Beardsley said he sent his check 
for $13,000 in full payment of additional taxes and fraud penalties. 
This statement by | saan Beardsley is in effect an admission that 
he is guilty of tax fraud, for it indicates that he agreed to the imposi- 
tion of the 50 percent fraud penalty which is required by the Internal 
Revenue Code where there is Fraud with intent to evade taxes. 

It has just been called to the attention of this committee that the 
Department of Justice and the Internal Revenue Department have 
decided, after passing the case from one to the other for some time, 
that there will be no criminal prosecution of Governor Beardsley. 

While this case is dead as far as the Government is concerned, I am 
satisfied that Governor Beardsley received preferential treatment. 
I am also satisfied this case is dead as far as this committee is con- 
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cerned, but IT wanted to make this statement for the public record of 
my criticism of the committee's handling of the matter. 

Chairman Kine. Mr. Grunewald. 

You may proceed [addressing the photographers |. 

For the benefit of the photographers who have not been previously 
informed, there will be no pictures taken of the witness during the 
testimony. Is that understood? That is any at all. 

Will vou rise and be sworn, Mr. Grunewald, please ¢ 

Mr. Grunewarp. I will, sir. 

Chairman Kine. Do you solemnly swear the testimony you are 
about to give will be the truth, the whole truth, and nothing but the 
truth, so help you God? 

Mr. Grunewavp. So help me God. 


TESTIMONY OF HENRY W. GRUNEWALD, WASHINGTON, D. C., AC- 
COMPANIED BY HIS COUNSEL, WILLIAM POWER MALONEY. NEW 


YORK, N. Y. 


Chairman Kine. Mr. Grunewald, this is not the first time you have 
been subpenaed to appear before this subcommittee and requested to 
bring with you your records. Prior tothe formal taking of testimony, 
i should like to say a few words to you which I hope you will accept in 
the nature of impartial and sincere advice. 

You previously refused to answer any questions put to you by mem- 
bers of the committee and its counsel. In explanation of your refusal, 
your counsel had you read a statement prepared by him of the asserted 
legal grounds upon which he based his advice to you not to answer. 
Several weeks have passed since that time. I hope vou have had 
occasion to reconsider carefully your decision. Lam informed by our 
counsel that the legal grounds you stated before would be insufficient 
(o protect you in a trial for contempt if your conduct should otherwise 
be adjudged contemptuous of the Congress of the United States. 1 
can only say from a reading of the record of the hearmg that, in my 
opinion, your refusal to answer the simplest questions can only be 
viewed as contempt of Congress. 

It seems to me that it will be regrettable for everyone concerned if 
our meeting today leaves us in a position where we must seek your 
punishment for contempt. I, for one, am unwilling to believe ill of 
any man unless by his conduct he leaves me no other choice. You 
have not claimed that to answer our questions might tend to incrimi- 
nate you. Such a claim would receive such recognition by this sub- 
committee as would be proper. Lacking its assertion, I must assume 
there is no ground to assert it, or that you do not care to claim such 
protection. 

As a Nation we need an honest Government in which the citizens 
who believe in the country stand together and work to control and 
eliminate forces which would seek to take advantage of decent people 
in the country. My task has been to play my part in improving the 
administration of the revenue laws by serving as the chairman of this 
subcommittee, which has been assigned the task of conducting this in- 
vestigation by the House of Representatives. In the past months the 
work has often not been pleasant. 

Perhaps your refusal to answer our questions is based on the fact 
that answers would involve you in unpleasantness. [must remind you 
that there are times when it is necessary to undertake what may be un- 
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pleasant in order to serve the community asa whole. Do not let either 
petty or distorted arguments, or any misguided sense of loyalty to 
persons who deserve no loyalty, or any narrow views as to possible per- 
sonal gain, blind you to your larger duties as a citizen. We have had 
many people before this committee from many walks of life. You are 
aware of the identity of many of them. Whatever may be said against 
any of these witnesses, not a single one of them has felt so little regard 
for the elected representatives of the people that he refused to answer 
questions. 

Upon reflection, I hope you will cooperate to tell us everything you 
know which might aid us in our study of the revenue administration, 
We have already received testimony which has mentioned you in 
connection with at least two tax cases. We have information that 
you have had transactions with persons, in their official capacities, who 
were entrusted with high positions in that administration and appear 
to have failed in their trust. Every indication is that you could help 
us in our work if you were of a mind to be helpful. Much of what 
you could say would be directly relevant to matters which have al- 
ready been before the committee. IT therefore urge upon you most 
strongly that you answer the proper questions this subcommittee is 
going to direct to you. 

Mr. Keogu. Mr. Chairman, I would like the record to note that 
while Tam in agreement with the laudable and the purposeful ob- 
jectives of this subcommittee as set forth in the chairman’s statement, 
I question the advisability of his having made it at this point in the 
proceeding. 

Chairman Kine. 1 wish it understood in connection with your 
statement, Mr. Keogh, that this is my statement and my statement 
alone, and any member of the committee has a perfect right to object 
to any part of its content. 

If there is no objection— 

Mr. Krogu. Your statement that any member of the committee 
has the right to object to any part of its contents, does not delimit any 
member from objecting to the making of the statement, does it ¢ 

Chairman Kine. Not at all. 

Now, Mr. Maloney, I would like to direct your attention once more 
to the procedure which it has been our custom to follow in these 
hearings, and which is set forth in our adopted rules. a copy of which 
you have received. Questions will be put to Mr. Grunewald. He 
may ask your advice at any time in answering those questions. You 
may proffer him your advice whenever you feel that it would be 
helpful to him. We will, however, receive no testimony or oral 
statements from vou. If vou feel that the record 9s constituted by 
this procedure needs any elucidation, we will be glad to consider any 
statements in writing you may wish to propose tor addition to our 
record, 

Mr. Mavoney. Mr. Chairman, may I say in this response to your 
remarks, I would like at this time to add to the record on behalf 
of—— 

Chairman Kine. Just a moment now—— 

Mr. Matoney. An objection to the statement you made, and I 
certainly subscribe to Mr. Keogh’s remarks in that regard. 

Chairman Kine. If you persist, I will have the Sergeant at Arms 
remove you from the room. 
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Mr. Mavonrey. That, sir, is your privilege, but I still say I object to 
it. 

Chairman Kring. Very well, you have objected and now what are 
you going to do? 

Mr. Matonry. I have made my objection. 

Chairman Kine. Very good. 

Mr. Matonry. And I said I objected to this sermonizing and pre- 
judging people. 

Chairman Kine. Just a moment, Mr. Maloney, just a moment, 
please. You have heard the rules, you have read the rules. You are 
well aware of them. You will abide by them or be removed from the 
room. 

Mr. Mavoney. I have also read the Constitution of the United 
States, sir, which far antedates the rules of this committee. I am 
appearing here as this man’s counsel. 

Chairman Kine. Just a moment. 

Mr. Counsel, proceed. 

Mr. Mavoney. Do I understand that I am proscribed from any 
further remarks on behalf of my clients? I wish to note an objection 
to that. 

Chairman Kine. You understand the English language, sir, and I 
am well aware of that. 

Mr. Matonrey. I wish it to appear on the record that I am objecting 
to the ruling of the Chair at this time. 

Chairman Kine. Very well. 

Mr. DeWtnv. Mr. Grunewald, this committee has served you with 
a subpena to produce here today certain books and records called for 
by that subpena. Have you those books and records with you? 

Mr. Grunewaxp. I appeared before this committee on December 21, 
1951, and at that time I made a statement as to the position I would 
take with regard to any questions this committee or counsel might 
ask. I believe I made my position clear. 

Mr. DeWixp. Pardon my interrupting you. T simply asked 

Mr. Matoney. I object to your interrupting him. He is answering 
your question and making a statement which ts due 

Mr. DeWinp. I simply asked him, “ITave you those books and 
records with you?” and that does not call for any statement. 

Mr. Maroney. He is making a statement as to his position and I 
insist he be given the right to continue it. 

Chairman Kine. He has been asked a question. 

Mr. Maroney. And he is making a statement in response to that 
which will cover the position he will take. 

Chairman Kine. We are quite aware of the fact that he is making 
a statement. 

Mr. Mavoney. I insist he be given an opportunity to complete the 
reading of the statement. 

Mr. DeWrnp. I am simply asking you, have you produced the books 
and records, and the answer to that can be brief. Now, then, if you 
have a reason for failure — e the books and records, the com- 
mittee may wish to hear In the first place, have you produced 
the books and records? 

Mr. Matoney (to the witness). Read the statement. 

Mr. Grunewarp. I appeared before this committee on December 

21, 1951—— 
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Mr. DeWrnp. Mr. Grunewald, excuse me. Would you simply state 
first of all whether you have produced the books and records called for 
by the subpena ? 

Mr. Matonry. His statement will cover your question, if you will 
let him complete reading it. 

Mr. DeWtnp. I want the answer to cover only the question. 

Mr. Matonry. I am sorry, I am not interested in what you want, 
This man has rights before this committee, and I insist he be given 
an opportunity to make his statement. 

Chairman Krxe. Ask the question again, Mr. Counsel. 

Mr. DeWrnp. Mr. Reporter, could you repeat the question that is 
pending ¢ 

(Whereupon, the reporter read the pending question as follows: 
“Mr. Grunewald, this committee has served you with a subpena to 
produce here today certain books and records called for by that sub- 
pena. Have you those books and records with you ?”’) 

Chairman Kine. I hereby direct you, Mr. Grunewald, to answer the 
question. 

Mr. Matonry(to the witness). Read the statement. 

Mr. Grunewacp. Mr. Chairman, with all due respect, I appeared 
before this committee on December 21, 1951, and at that time I made a 
statement as to the position I will take with regard to any question 
the committee or its counsel might ask. I believe I made my position 
clear. In calling me back today, this committee can only be moti- 
vated—— 

Chairman Krxc. Just a moment. Mr. Grunewald, cease reading 
the statement. 

I again direct you to answer the question put to you by counsel, 
“Yes” or “No.” 

Mr. Mavoney. Again I say the Chair has no right to make such a 
ruling, nor to make such a requirement. 

Chairman Kine. I don’t want 

Mr. Mavonry. He has a right to make his statement as to his posi- 
tion and ‘he is going to tell you what his position is if you are going 
to give him an opportunity to do it, med you won't let me make a 
statement for you—— 

Chairman Kine. For obvious reasons. 

Mr. Matonry. What his position is going to be. 

Chairman Kine. Very well. 

Mr. Matoney. I am trying to appear for this man as his attorney, 
in spite of the efforts of the Chair to shut me off. 

Chairman Kine. 1 order you to remove Mr. Maloney from this 
room. 

Mr. Matoney. If you are so interested in ascertaining the facts, 
I would like to know why this committee hasn’t sent the Teitelbaum 
testimony over to the Department of Justice; and I say that Mr. De- 
Wind is guilty of misprision of a felony right now, and the law re- 
quires that that material be turned over to the Department of Justice, 
and this committee hasn’t done it, and I would like to know why they 
haven't done it. 

Chairman Kine. I will direct the reporter to cease making this a 
part of the record, and the sergeant-—— 
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(At this point in the proceedings, 10:55 a. m., Mr. Maloney was 
removed from the hearing room by Lt. William P. Reed of the Capitol 
Police.) 

Chairman Kine. Mr. Witness, I hereby direct you to answer the 
question put to you by counsel to this committee. 

Mr. Grunewarp. In the absence of my counsel, sir, 1 feel that I 
am provided that privilege. 

Chairman Kine. I will give you, Mr. Grunewald, until 12 o'clock 
to secure the services of another counsel. 

Mr. Kroon. Mr. Chairman, may I off the record remind you that 
the Committee on Committees will meet at 11:30. 

Chairman Krixe. The Committee on Committees certainly wouldn't 
interfere with the proceedings here today. I can only repeat to you, 
Mr. Grunewald, that you will return here at noon today prepared to 
answer questions, 

The committee will be in recess until the hour of 12 o'clock. 

(Whereupon, a recess was taken at 10:58 a. m.) 

(Whereupon, the subcommittee reconvened at 12: 10 p.m.) 

(Present: Representatives King, O’Brien, Keogh, Kean, Curtis, and 
Byrnes. ) 

Chairman Kine. The subcommittee will be in order. 

Mr. Grunewald, you have been previously sworn. Be seated, Mr. 
Grunewald. 


TESTIMONY OF HENRY W. GRUNEWALD, WASHINGTON, D. C.— 
Resumed 


Mr. DeWrxv. What is your present residence address ? 

Mr. Grunewarp. In view of the fact that this committee has de- 
prived me of the right to be represented here by counsel of my own 
choosing, I will make no further statement to this committee. 

Chairman Kine. Have you made any effort, Mr. Grunewald, to 
secure counsel other than Mr. Maloney ? 

(No answer from the witness. ) 

Chairman Kine. Do you understand the question put to you, Mr. 
Grunewald? 

(No answer from the witness.) 

Chairman Kine. Have you or have you not made any effort since 
the recess of this committtee to secure counsel 

(No answer from the witness. ) 

Chairman Kine. All right, the photographers will stand in recess. 

Mr. Curtis. Mr. Grunewald, why don’t you tell us whether or not 
you have made any attempts to get counsel ¢ 

(No answer from the witness. ) 

Mr. Curris. Don’t you have any desire to be cooperative to this 
hearing at all? 

(No answer from the witness. ) 

Chairman Kine. I direct the reporter to note in the record that Mr. 
Grunewald remains mute or silent upon being asked questions by 
members of the committee, 

Mr. Byrnes. Could I direct this question to the witness: 

Is it my understanding from the statement that you read, that you 
are going to remain mute to any question this committee asks you, 
no matter what its nature ¢ 
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( No answer from the witness.) 

Mr. Byrnes. In other words, you can’t even explain the meaning 
of the statement that you made to us, so that we can start out on a 
firm footing, at least understanding the purport of the statement you 
read? You won't even answer questions as to the meaning of that / 

(No answer from the witness. ) 

Mr. Byrnes. Do I understand we can go on asking you questions 
all day, and we will receive not even_a grunt from you, no answer 
whatever ¢ 

(No answer from the witness.) 

Mr. Byrnes. Will you even acknowledge that a question has been 
asked of vou? 

(No answer from the witness. ) 

Mr. Curtis. Are you able to hear what is being said, Mr. Gruen- 
wald ¢ 

(No answer from the witness.) 

Mr. Curris. I say, are you able to hear what is being said to you 4 

(No answer from the witness. ) 

Mr. Curtis. What effort have you made to get a lawyer in this last 
hour ¢ ° 

(No answer from the witness.) 

Mr. Byrnes. Would you answer our questions if Mr. Maloney, your 
counsel that you appeared with this morning, was here with you / 

(No answer from the witness. ) 

Mr. Byrnes. If this committee were to permit at this time Mr. 
Maloney to accompany you and advise you, would vou still remain 
mute ¢ 

(No answer from the witness. ) 

Mr. Curtis. Mr. Grunewald, this is a rather serious situation, and 
I would like to know whether or not anyone has advised you to refuse 
to answer such simple questions as to whether or not you have a 
counsel / 

(No answer from the witness.) 

Mr. Ctrtis. Do you have an attorney now ¢ 

(No answer from the witness.) 

Mr. Curtis. Are you assuming this responsibility yourself, to re- 
fuse to answer the simplest question, or is it your own personal decision 
to defy this committee and totally ignore the questions put to you? 

(No answer from the witness. ) 

Mr. Curtis. Just why is it you wouldn't tell the chairman whether 
or not you have been successful in getting a lawyer, if you want one / 

(No answer from the witness. ) 

Mr. Curtis. Do you want a lawyer: is that the reason you are 
waiting ¢ 

(No answer from the witness. ) 

Mr. Kean. Mr. Chairman, I move that the committee vote to instruct 
Mr. Grunewald to answer questions, in spite of Mr. Maloney’s absence, 
and in spite of the fact that he has appeared without counsel. 

Chairman Kine. The committee has heard the motion of Mr. Kean. 
Is there any objection ¢ 

If there is no objection, it is so ordered. 

Proceed, Mr. Counsel. 
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Mr. DeWinp. Mr. Grunewald, have 7 brought with you today 
for by the subpena served 


the books and records that were calle 
upon you? 

(No answer from the witness. ) 

Mr. DeWinp. Mr. Reporter, will you note in each case where no 
answer is given, that that is the case; no answer was given. 

Mr. Byrnes. And that a sufficient lapse of time, Mr. Counsel, has 
been granted to the witness in each case to make answer. 

Chairman Krne. Read back the question, Mr. Reporter. 

(The question was read by the reporter as follows :) 

Mr. DeWrnpb. Mr. Grunewald, have you brought with you today the books and 
records that were called for by the supena served upon you? 


(No answer from the witness.) 

Chairman Kreg. Mr. Grunewald, I hereby direct you to answer the 
question. 

(No answer from the witness. ) 

Mr. DeWrnp. Mr. Grunewald, this committee has received testi- 
mony in connection with a tax case involving Hyman Harvey Klein, 
of Baltimore, that you appeared in a conference with officials of the 
Bureau of Internal Revenue concerning that cdSe ; and I ask you now, 
what was your connection with the Hyman Harvey Klein case, and in 
what capacity did you appear in conferences with the officials of the 
Bureau of Internal Revenue ¢ 

(No answer from the witness. ) 

Chairman Krxe. Mr. Grunewald, I hereby direct you to answer the 
question. 

(No answer from the witness. ) 

Mr. DeWinp. Mr. Grunewald, this committee has also held hearings 
and received testimony concerning the tax liabilities of a company 
known as Patullo Modes, Inc., and certain of its stockholders; and the 
committee has also received testimony that you discussed that case 
with an official of the Bureau of Internal Revenue, the former chief 
counsel, Mr. Oliphant. Will you please tell the committee the manner 
in which you became associated in that case, and upon what basis 
you discussed the case with Mr. Oliphant ? 

(No answer from the witness.) 

Chairman Krxe. Mr. Grunewald, I hereby direct you to answer that 
question. 

(No answer from the witness. ) 

Mr. DeWrnp. Mr. Grunewald, this committee has also heard testi- 
mony that you conferred with the former chief counsel of the Bureau 
of Internal Revenue, Mr. Oliphant, concerning the tax case of one 
Abraham Teitelbaum. Will you please tell the committee in what 
capacity you discussed that case with Mr. Oliphant, and what your 
connection was or interest was in the case ? 

(No answer from the witness.) 

Chairman Kine. Mr. Grunewald, I hereby direct you to answer the 
question. 

(No answer from the witness.) 

Mr. DeWrnp. Mr. Grunewald, this committee has received testi- 
mony that you have on occasion recommended persons for appoint- 
ment to positions in the Bureau of Internal Revenue. Would you 
please tell this committee what persons you have recommended for 
appointments to positions in the Internal Revenue Bureau ? 
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(No answer from the witness.) 

Chairman Kine. Mr. Grunewald, I hereby direct you to answer 
the question. 

(No answer from the witness.) 

Mr. DeWixv. Mr. Grunewald, are you admitted to practice before 
the Treasury Department ? 

(No answer from the witness.) 

Chairman Kine. Mr. Grunewald, I hereby direct you to answer 
the question. 

(No answer from the witness.) 

Mr. DeWinp. Mr. Chairman, may the record indicate at this point 
that a check of the records of the Bureau of Internal Revenue has not 
revealed that Mr. Grunewald has been admitted to practice before the 
Treasury Department. 

Chairman Kine. It is so ordered. 

Mr. DeWinp. Mr. Grunewald, have you made any loans or had 
any other financial transactions with employees of the Bureau of 
Internal Revenue ¢ 

(No answer from the witness.) 

Chairman Krxe. Mr. Grunewald, I hereby instruct you to answer 
the question. 

(No answer from the witness.) 

Mr. DeWinp. Mr. Grunewald, have you made any loans to em- 
ploves of the Treasury Department or the Department of Justice / 

(No answer from the witness.) 

Chairman Kine. Mr. Grunewald, I hereby instruct you to answer 
the question. 

(The witness took a drink of water.) 

Mr. DeWrnp. Have you engaged in any business or other financial 
transactions other than loans, with employees of the Treasury De- 
partment or the Department of Justice? 

(No answer from the witness.) 

Chairman Kine. Mr. Grunewald, I hereby instruct you to answer 
the question. 

(No answer from the witness.) 

Mr. Curris. Mr. Chairman, may I ask a question ¢ 

Chairman Kine. Mr. Curtis. 

Mr. Curtis. Mr. Grunewald, you understand that you are the in- 
dividual who has been subpenaed here; that the responsibility to 
answer questions is yours and not anyone else’s, and you understand 
that, don’t you? 

(No answer from the witness.) 

Mr. Curtis. You understand that this is a duly constituted com- 
mittee of the United States Congress, and you have been subpenaed 
here to give answers to questions; and, now, you understand that, 
don’t you? 

(No answer from the witness.) 

Mr. Curtis. Were you ever employed by the Government of the 
United States? 

(No answer from the witness. ) 

Mr. Curtis. And if you were so employed, did you ever make an 
official visit to the city of Omaha? 

(No answer from the witness.) 

Mr. Curtis. What was the purpose of that visit when you went out 


there? 





1926 INTERNAL REVENUE INVESTIGATION 


(No answer from the witness.) 

Mr. Curris. [ think, Mr. Grunewald, that you ought to tell this 
committee why you are not responding to the questions, and what effort 
you have made to secure a lawyer. You have had quite a while to 
think about this thing, and don’t you think you ought to do that, 
because it is you who is responsible, and the subpena has been served 
on you; vou are aware of that, aren't you ? 

(No answer from the witness. ) 

Mr. Byrnes. Who is the counsel of your choice. Mr. Grunewald ? 

(No answer from the witness. ) 

Mr. Byrnrs. Do you have a counsel / 

(No answer from the witness.) 

Mr. Byrnes. Would you repeat the statement that von made when 
you first appeared ¢ 

Mr. Grunewap. At your request ¢ 

Mr. Byrnes. Would you repeat the statement that vou read when 
you appeared shortly after 12 o’clock¢ 

Mr. Grunewarp. In view of the fact that this committee has de- 
prived me of the right to be represented here by my counsel, by 
counsel of my own choosing, I will make no further statement to this 
committee. 

Mr. Byrnes. Who is the counsel of your own choosing that you 
refer to? 

Mr. Grunewatp. Mr. Maloney. 

Mr. Byrnes. Did Mr. Maloney advise you to make that statement 
to the committee? 

(No answer from the witness. ) 

Mr. Byrnes. Did Mr. Maloney advise you to read this statement 
to the committee ¢ 

(No answer from the witness. ) 

Mr. Byrnes. If Mr. Maloney was here with you now, would you 
answer the questions put to you by the committee / 

Mr. Grunewarp. I suggest vou ask Mr. Maloney. Hle is my at- 
torney. You just threw him out. 

Mr. Byrnes. I did not get that last answer. 

Mr. Grunewarp. I say he is my attorney, and you threw him out. 

Mr. Byrnes. I did not get the last. 

Mr. Grunewarp. So Lam without counsel. 

Mr. Byrnes. Do you understand why Mr. Maloney is not here 
with you 

(No answer from the witness. ) 

Mr. Byrnes. Do you understand the question Tam asking you ¢ 

Mr. Grunewarp. Yes: I do, fully. 

Mr. Byrnes. Can you answer it / 

(No answer from the witness. ) 

Mr. Byrnes. Can you answer it? 

(No answer from the witness. ) 

Mr. Byrnes. You ought to know whether you can answer it or not. 

(No answer from the witness. ) 

Mr. Byrnes. Do you know why Mr. Maloney is not here with you ? 

(No answer from the witness. ) 

Mr. Byrnes. 1 have difficulty in determining whether you either 
hear the questions or whether you understand the questions, and I 
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would be very glad to simplify them if I can in any way so that you 
do understand them, if that is your trouble. 

(No answer from the witness. ) 

Mr. Byrnes. You say the committee has deprived you of having 
your counsel to advise with. What do you mean by that ¢ 

(No answer from the witness. ) 

Mr. Byrnes. You say you have been deprived of counsel of your 
own choosing, and what do you mean by being deprived of counsel 
of your own choosing ¢ 

(No answer from the witness.) 

Mr. Byrnes. Do you understand that question / 

(No answer from the witness. ) 

Mr. Byrnes. You insist on remaining mute even to that question / 

(No answer from the witness.) 

Chairman Kine. Mr. Grunewald, this committee by its rules and 
its policy affords witnesses an opportunity to be represented by coun- 
sel. Counsel must comport themselves in accordance with very rea- 
sonable rules governing their conduct. Your counsel, Mr. Maloney, 
failed repeatedly to observe these rules. You were given an Oppor- 
tunity to get new counsel. Having failed to do this within the time 
given to you, vou have no longer any claim to the indulgence of this 
committee. Your conduct in my opinion constitutes a shocking af- 
front to the dignity of the Congress. 

As a consequence, this committee will have to take under consider- 
ation such steps as the law permits to remove this obstruction to our 
inquiry. 

You are now excused, and you will reappear on the morning of 
March 1, 1952, at 10:30a.m. You are excused, sir. 

Mr. Kean. Mr. Chairman. 

Chairman Kine. Mr. Kean is recognized. 

Mr. Kean. Mr. Chairman, I move that this committee recommend 
to the full Committee on Ways and Means that contempt proceedings 
be instituted against Henry W. Grunewald. 

Chairman Kine. You have heard the motion. We will call the roll. 

The Cierk. Congressman King. 

Chairman Kine. Ave. 

The Crerk. Congressman O’Brien. 

Mr. O'Brien. Ave. 

The CLerk. Congressman Keogh. 

Mr. Krocu. Aye. 

The Cierk. Congressman Kean. 

Mr. Kean. Aye. 

The CLerk. Congressman Curtis. 

Mr. Curtis. Ave. 

The CLerk. Congressman Byrnes. 

Mr. Byrnes. Aye. 

The Crerk. Congressman Combs. 

( Absent.) 

The CLerk. The vote is six ayes. 

Chairman Kine. The vote is six ayes, and the motion is carried. 

Mr. Byrnes. Mr. Chairman. 

Chairman Kine. Mr. Byrnes. 





1928 INTERNAL REVENUE INVESTIGATION 


Mr. Byrnes. Mr. Chairman, I move that this committee recommend 
to the full Committee on Ways and Means that contempt proceedings 
be instituted against William Power Maloney. 

Chairman Kine. You have heard the motion. The clerk will call 
the roll. 

The Cierx. Congressman King. 

Chairman Kine. Aye. 

The Cierx. Congressman O’Brien. 

Mr. O’Brien. Aye. 

The CLerx. Congressman Keogh. 

a — = re 

1e CLerK. Con an Kean. 

Mr. Kean. im 

The Cierx. Congressman Curtis. 

Mr. Curtis. Aye. 

The CLerx. Congressman Byrnes. 

Mr. Byrnes. Aye. 

The Crerx. Congressman Combs. 

( Absent.) 

The CLerk. The vote is five ayes and one nay, and one absent. 

Chairman King. The motion is carried. 

Mr. Curtis. Mr. Chairman, I move that the chairman of this com- 
mittee seek the calling of the full Committee on Ways and Means at 
the earliest possible hour today. 

Chairman Kine. You have heard the motion. Is there any objec- 
tion? If not, it is so ordered, 

I wish to note for the record the following members of the sub- 
committee have been present at all times throughout today’s proceed- 
ings: Members Kean, of New Jersey: Mr. Curtis; Mr. Byrnes, of 
Wisconsin; myself; Mr. O’Brien; and Mr. Keogh. 

The committee is adjourned subject to the call of the Chair. 

(Whereupon, the subcommittee adjourned at 12:45 p. m.) 
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